Spencer Nebel

City Manager

CITY OF NEWPORT
169 S.W. Coast Hwy.
Newport, OR 97365

SO s.nebel@newportoregon.gov
MEMO
DATE: August 28, 2014
TO: Mayor and City Council
FROM: Spencer Nebel, City Manager

SUBJECT: Meeting Schedule for the Urban Renewal Agency, City Council
Work Session, and Regular City Council Meetings for September 2,
2014

Three meetings are scheduled in the evening of Tuesday, September 2, 2014, for
the City Council and the Urban Renewal Agency. The first meeting will begin at 5
P.M. and will be a work session to discuss the potential use of surplus city
property to facilitate work force housing. This meeting will run from 5 until 5:45
P.M. Councilor Beemer requested that we take a look at various alternatives to
encourage workforce housing including potential public and private partnerships
in coordination with charitable organizations such Habit for Humanity and
potentially others.

At 5:45 P.M. we have scheduled an Urban Renewal Agency meeting to have the
Agency consider acting on the purchase and acquisition of easements to create
the required rights-of-way located on the west side of U.S. 101 in conjunction
with Toby Murry Motors, Investor Xll, LLC, and OMSI. Please note that an
agreement has been reached with Richard Murry’s representatives on the
acquisition of right-of-way from Toby Murry Motors that falls within the
parameters outlined previously by the City Council.

The regular meeting of the City Council will begin at 6 P.M. Please note that we
are continuing to play around with our agenda format while we demo software.
While we are not using any software system for this meeting we are continuing to
provide individual cover letters over each agenda item with my report serving as
the cover over the information that has been provided by the department heads


mailto:s.nebel@newportoregon.gov

regarding each agenda item. Later this fall, | will want to schedule a work session
with the Council to discuss agenda management software as well as the pros and
cons of considering going to a paperless agenda with the proper software. If we
were to go in this direction, | would like to consider implementing the new
software and possibly paperless agenda packets somewhere around the
beginning of the New Year. Regardless of whether we utilizes a paperless
agenda or not the agenda software system will certainly save a significant
amount of time and clean-up the agenda compilation progress.

Respectfully Submitted,

) 5 o

S i

-

Spencer R. Nebel
City Manager



NEMSORT

OREGON

AGENDA & Notice of City Council Work Session

The City Council of the City of Newport will hold a work session on Tuesday, September 2, 2014, at
5:00 P.M. The work session will be held in Council Chambers at City Hall, located at 169 S.W. Coast
Highway, Newport, Oregon 97365. A copy of the agenda follows.

The meeting location is accessible to persons with disabilities. A request for an interpreter for the
hearing impaired, or for other accommodations for persons with disabilities, should be made at least 48
hours in advance of the meeting to Peggy Hawker, City Recorder at 541.574.0613.

The City Council reserves the right to add or delete items as needed, change the order of the agenda,
and discuss any other business deemed necessary at the time of the meeting.

CITY COUNCIL WORK SESSION
Tuesday, September 2, 2014 - 5:00 P.M.
Council Chambers

A. Additional Work Session Items Not Listed on the Agenda (for this and future work sessions)
B. Discussion on the Potential Use of Surplus City Property to Facilitate Work Force Housing






OREGON

AGENDA and Notice of Urban Renewal Agency

The City of Newport Urban Renewal Agency meeting will be held on Tuesday, September
2, 2014, at 5:45 P.M. The meeting will be held in City Council Chambers of the Newport
City Hall, located at 169 S.W. Coast Highway, Newport, Oregon 97365. A copy of the
agenda follows.

The meeting location is accessible to persons with disabilities. A request for an interpreter
for the hearing impaired, or for other accommodations for persons with disabilities, should
be made at least 48 hours in advance of the meeting to Peggy Hawker, City Recorder
541.574.0613.

The City Council reserves the right to add or delete items as needed, change the order of
the agenda, and discuss any other business deemed necessary at the time of the work
session and/or meeting.

URBAN RENEWAL AGENCY MEETING
Tuesday, September 2, 2014 - 5:45 P.M.
City Council Chambers

I. Call to Order and Roll Call

[I.  Public Comment
This is an opportunity for members of the audience to bring to the Council’s
attention any item not listed on the Agenda. Comments will be limited to three (3)
minutes per person with a maximum of 15 minutes for all items. Speakers may not
yield their time to others.

lll. Consent Calendar
The consent calendar consists of items of a repeating or routine nature
considered under a single action. Any Councilor may have an item on the
consent agenda removed and considered separately on request.

A. Approval of Minutes from the Joint City Council and Urban Renewal Agency
Executive Session of August 18, 2014(Hawker)

IV. Executive Director Report
All matters requiring approval of the Urban Renewal Agency originating from the
city manager and departments will be included in this section. This section will
also include any status reports for the Urban Renewal Agency information.



A. Authorization to Purchase Right-of-Way which is Required for the Plat of
Sunset Dunes Subdivision

IV. Adjournment



CITY MANAGER’S REPORT AND RECOMMENDATIONS

Agenda ltem #: URA.IV.A
Meeting Date: September 2, 2014

Urban Renewal Agency Agenda Item:
Authorization to Purchase Right-of-Way which is required for the Plat of Sunset Dunes
Subdivision

Background:

As part of the South Beach Urban Renewal Plan a new traffic controlled intersection will be constructed
on US 101 at 35" Street. This intersection will provide primary access to the OMSI project (after SW
35t Street is constructed) as well as future access to the east side of the road for those businesses
along Ferry Slip Road when that section of roadway is constructed in conjunction with ODOT. In order
to reconfigure existing private property in accordance with the Plat of Sunset Dunes which was adopted
by the Planning Commission on July 28, 2014, it is necessary for the city to acquire certain right-of-way
on the west side of 101 prior to recording the Plat of Sunset Dunes. Community Development Director
Derrick Tokos has been involved in extensive negotiations with three property owners in order to obtain
the necessary right-of-way to reconfigure this property from OMSI, Investors Xll, LLC, and Richard
Murry owner of Toby Murry Motors. Toby Murry Motors is the only developed property that is effected
by these changes. Currently the OMSI and Investor XII property is undeveloped. Please note that final
financial negotiations regarding the right-of-way acquisition need to be completed before various streets
are vacated in this area. Appraisals have been done on all of the property and these settlements are
consistent with those appraisals.

Recommended Action:
| recommend that the Urban Renewal Agency approve the following motion:

| move that the Urban Renewal Agency authorize its Executive Director to expend $255,838 for the
purpose of acquiring public rights-of-way and easements as depicted in the Plat of Sunset Dunes, which
was approved by the Newport Planning Commission on July 28, 2014 and will be recorded on
completion of these land transactions.

Fiscal Effects:
Funding has been appropriated in the 2014-15 fiscal year budget for this acquisition.

Alternatives:
Do not proceed with the purchases or as suggested by the Urban Renewal Agency.

Respectfully Submitted,
[ k. A
/) /f)(/ Y
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Spencer R. Nebel
City Manager






Agenda Item #
Meeting Date September 2, 2014

OREGON

URBAN RENEWAL
AGENDA ITEM SUMMARY
City of Newport, Oregon

Issue/Agenda Title Authorization to Purchase Right-of-Way in the Plat of Sunset Dunes Subdivision

Prepared By: Derrick Tokos Dept Head Approval: DT City Mgr Approval:

ISSUE BEFORE THE URBAN RENEWAL AGENCY: Consideration of whether or not acquisition of public
rights-of-way and easements within the proposed Plat of Sunset Dunes for the sum of $255,838 furthers the Newport
Urban Renewal Agency’s objective of implementing capital projects identified in Phase 2 of Minor Amendment Ten to
the South Beach Urban Renewal Plan.

STAFF RECOMMENDATION: Staff recommends that the Agency authorize the expenditure.

PROPOSED MOTION: I move that the Newport Urban Renewal Agency authorize its Executive Director to
expend $255,838 for the purpose of acquiring public rights-of-way and easements depicted on the Plat of Sunset
Dunes, which was approved by the Newport Planning Commission on July 28, 2014.

KEY FACTS AND INFORMATION SUMMARY: The City of Newport adopted a South Beach Urban Renewal
Plan and Report (“Plan”), dated September 12, 1983, by Ordinance No. 1341, and Lincoln County did subsequently
approve the Plan by Resolution 83-26-9. Ten amendments to the Plan have been previously adopted with the most
recent being completed in August of 2013.

The Plan organizes proposed public capital projects into three phases, for calendar years 2009 to 2020. Public input
was solicited by the Newport Urban Renewal Agency (“Agency”) to inform the design of proposed capital projects
lying west of US 101 and north of the South Beach State Park, leading to the adoption of the Coho/Brant
Infrastructure Refinement Plan in 2012. Capital projects listed in the Plan include the extension of SW Abalone Street
from its present location, south to intersect with SW Anchor Way, the extension of SW 30" Street from SW Brant
Street to SW Abalone Street, and the construction of SW 35" Street from SW Abalone (at SW Anchor Way) to US 101.
Construction of these projects is scheduled to begin in 2015 as part of Phase 2 of the South Beach Urban Renewal Plan.

On April 7, 2014, the Agency, on behalf of the Oregon Museum of Science and Industry (OMSI), Investors XII, LLLC,
and Richard Murry (property owners), submitted an application for an approval to subdivide property in this area for
the purpose of reconfiguring the street rights-of-way to facilitate these planned street improvements. The Newport
Planning Commission approved the proposed subdivision, known as the Plat of Sunset Dunes, on July 28, 2014.

This effort required that certain street rights-of-way that are no longer needed by the City be vacated. That is being
accomplished with Ordinance No. 2068. The City Council held a public hearing on the ordinance on August 18, 2014
and is scheduled to consider whether or not it is in the public interest to adopt the ordinance later this evening. Getting
tights-of-way into the locations shown in the Coho/Brant Plan also required that land be obtained from the adjacent
property owners. In total 184,966 sq. ft. of right-of-way is being vacated and 71,330 sq. ft. of right-of-way is being
acquired. Additionally, 16,335 sq. ft. of utility easements, and a 74,983 sq. ft. conservation easement is being acquired
by the City. The location of the rights-of-way being vacated/acquired and easements is graphically depicted on the
proposed Plat of Sunset Dunes.
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Agency had William Adams, MAI perform appraisals for each of the affected properties. The appraisal for the OMSI
property showed that the value of the vacated right-of-way (i.e. land) they are receiving far exceeded the value of the
conservation easement they will be conveying to the City and the rights-of-way and easement they will be dedicating for
public purposes on the plat. Further, rights-of-way the city is vacating serve as an obstacle to OMSI moving forward
with their plan to construct a youth camp. For these reasons, OMSI has agreed to proceed without receiving further
compensation.

Investors XII, LLC loses more land then it gains as a result of the right-of-way adjustments; however, it will also benefit
substantially from the new road construction that will be undertaken by the Agency, State of Oregon and OMSI. For
these reasons, Investors XII has indicated that they are willing to accept $147,682 in compensation. This amount
represents the value of the right-of-way the Agency is obtaining to construct the SW Abalone Street extension less the
land Investors XII will gain through the vacation of SW Anchor Way. It also factors in the value of a utility easement
the Agency is obtaining and a portion of the SW Anchor Way right-of-way that would otherwise have accrued to
Investors XII but is instead being conveyed to Richard Murry.

Richard Murry owns Toby Murry Motors, which is the only developed property impacted by these changes. Through
his attorney, Paul Vaughn, Mr. Murry indicates that he is willing to accept $108,156 dollars in compensation. This
amount is equal to the sum of $14 per square foot for a taking of 7,366 square feet of property along the southern
boundary of the site, plus $3,995 for site improvements in that area, plus $1,037 for a permanent utility easement. The
7,360 sq. ft. was computed by deducting 1,356 sq. ft. that the Agency is acquiring from Investor XII for Mr. Murry,
from the 8,722 sq. ft. of land the Agency is actually acquiring along SW 35" Street. Mr. Murty believes that this amount
is appropriate because he gains little from the access improvements that will be made and while vacating SW Anchor
Way provides him with additional land, it is of less value to him considering that he will still need to maintain a private
access road at that location to serve his existing development.

OTHER ALTERNATIVES CONSIDERED: None.
CITY COUNCIL GOALS: Implementing the South Beach Urban Renewal Plan is a Council priority.

ATTACHMENT LIST:

e Proposed Plat of Sunset Dunes (color coded)

e Appraisals of the subject properties

e Correspondence with the property owners regarding the appraisals and compensation issue

FISCAL NOTES: Sufficient funds for right-of-way acquisition have been programmed in Phase 2 of the South Beach
Utban Renewal Plan and have been budgeted for FY 14/15.
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Exhibit B
Ordinance No. 2068

File No. 1-8v-14
PLAT OF:

SURVEYOR™ S MARRATIVE: SUNSET DUNES

THE PURPOSE OF THIS EURVEY IS TO ESTABLISH THE BOUNDAIRLS OF TRACTS AS DESCRIBED IN LOT

DO REPORT MUMBER 79066, DATEDR AUGUET 12, 20153, BY WESTERN TITLE COMPANY.

THIS SURVEY FOUND AND RELD THE MDNJMENTS AT THE SDUT??‘EAST AND NORTHEAST CORMERS OF THE CENCEP T MAP Fﬂ/j? PRBPESED S\UB_D_[ VIS\IBN
TRACT SURVEYED IN COUNTY SURVEY NO. 18864 BY THIL FIRM. FOR THE BASIT OF BEARING (W

00%00°46% W, 965 75¢). THIS BESULTER IN A DIFFERENCE GF BEARING BETWEEN THE RECORD AND PROPOSED SW ABALONE AND SV 35th STRLEET

BEARINGS IN THE FLAT OF HARSORTON AND THE LINES AS ESTABLISHED IN THIS SURVEY B

0012746, THE MONUMENTE THAT NWERE ESTABLISHED AND FOUND IN SAID SURVEY WERE HELD FOR THE CI TY UF NEWPDIQ TJ L INCULN CBUNTY/ BQEEEN
BOUNDARIES OF THE WESTERLY TRACT COMSID. THE BOLNDARIES OF THE EASTERLY TRACTS WERE

DERIVEDR BY THE FOLLOWING METHODS: FDR THE CI TY EF NEWPE’QT

13 THE EASTERLY BOUNDARY CHIGHWAY 1013 WAS DERIVED BY HOLDING THE MONUMENTS ALONG THE

CENTERLINE OF THE HIGHWAY AT STATIONS POC £33+30. 39, POC 247+00, 00 AND POC 243+00, 006, AS

INDICATED 0N ODOT DRAVING N 4B-26-19. 2) THE WESTERLY RIGHT OF VAY BETWEEN S 32ND AND

THE NIRTH LINE IF TAX LOT 1300 APPEARS TO BE THE WESTERLY R/ OF TAYS AVE, PER THE PLAT

OF HARBORTON. COUNTY SURVEYS 2217 C(BURDETTY AND 9816 ¢ FREDRICKSOND BOTH INDICATE THIS

SCENARIO. THIS SURVEY HELD THE MONUMENT FOUND AT THE NORTHEAST CORNER OF TL 1200, AS

ESTABL ISHED IN SATD CS #9916 IN THE DETERMINATION OF SAID TAYS AVE. 3) THE RECORD DATA o \
FROM SAID CS #9816, WAS HELD TO DERIVE THE MORTHERLY RAW OF SW 35th. THE EASTERLY LINC OF
LOTS 11-13, BLOCK 9-HARBORTON WERE DERIVED BY HOLDING THE MONUMENTS ESTABLISHED IN €S .
#9893 (BURRELL). 43 THE R/W'S OF RHODODENDRON DRIVE NERE DERIVED BY HOLDING THE MONUMENT \
AT THE NORTHEAST CORNER LF TL 1200 AND THE RECORD ANGLES AND DISTANCES FROM THE PLAT OF .
HARBORTON. AFTER TRYING SEVERAL METHODS TO MATCH THE DATA LN THE FLAT, THIS SURVEY HAD 70
CHANGE SOME OF THE DISTANCES ALONG RHOBODENDROM TO MATCH THE ALIGNMENT OF SW 35th STREET, \
57 THE NORTH END OF BLOCKS 9 AND 10, AS WELL AF THE CORNERS OF BLOCKS 7, 8, 11 AND 18 .
VERE CALCULATED £ROM THE DATA DERIVED FROM THE MONUMENT FOUND AT THE NORTHEAST CORNCR OF TL \
1200 AND THE PECORD ANOLES FROM THE PLAT OF HARBORTON. THIS SURVEYOR DISCOVEREDR THAT THE
TRANSITION FROM THE EAST AND WEST SIDES OF RHODODENDRON DO NOT COINCIDE. THEREFORE, THE k
CORNERS OF THE BLOCKS WERE CALCULATEDR AS DESCRIBED. THIS METHOD LEAVES A DIFFERENCE \
BETWEEM THE NORTHERLY LINE OF LOTS 11-13 AS ESTABLISHED IN CE #9993 (BURRELL} AND THE
METHOD USED AS DESCRIBED ABOVE OF APPROXIMATELY 18 FEET. THIS METHOD FIT THE INTENTIONS A
OF THE PLAT OF HARBORTON, BUT, IMPROVEMENTS HAVE BEEN BUILT BASED ON THE POSTION OF THE & \
BURRELL MONUMENTS, THEREFORE, THIS SURVEY HELD THE MONUMENTS AS THE SOUTHERLY BOUNDARY OF 8 .
THE HARBORTON LOTS. &2 THE MORTHERLY BOUNDARY IS THE SOUTHERLY R/W OF ASALONE STREET *TIC -
ROAD®, AS DEFIMED [N THE DESCRIPTION OF SATD ROAD IN ODOT DRANWING NO. 8R-3G-13 THE u \‘:;_
VESTERLY BOUNDARY AT THE WORTH END IS THE EASTERLY R/W OF SW ABALONE STREET, B Ny
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APPRAISAL REPORT
Investors XII LLC Property
West Side of Highway 101

South Beach Area
Newport, Oregon

VALUATION DATE

July 25, 2014

PREPARED FOR
Mr. Derrick Tokos

Community Development Director
City of Newport

PREPARED BY

William E. Adams, MAI, MRICS
1809 Sunburst Terrace NW
Salem, Oregon 97304

File No.: 140702b
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¢ William E. Adams, MAI ¢

Real Estate Appraisal & Consultation
1809 Sunburst Terrace NW
Salem, OR 97304
Tel: (503) 585-6656
Fax: (503) 585-6444

August 6, 2014
Mr. Derrick Tokos
Community Development Director
City of Newport
169 SW Coast Highway
Newport, OR 97365

RE: Appraisal Assignment -—- Value Estimates involving Investors XII Property
West Side of Highway 101 in Newport

Dear Mr. Tokos:

At your request, I have prepared a real estate appraisal estimating market value estimates
for various acquisitions and vacations within or adjacent to the above-referenced property
in the South Beach area of Newport. Specifically, the City wishes to acquire three fee
takings and one permanent utility easement from the property. In addition, a segment of
Anchor Way will be vacated by the City and assembled into the Investors XII LLC property.
The two tax lots comprising the Investors XII LLC property total 10.95 acres, are zoned C-1
(Retail & Service Commercial), and are currently undeveloped.

The valuation date for this appraisal assignment is July 25, 2014, coinciding with the
property’s inspection date. The interest appraised is the fee simple estate. The intended use
of this appraisal is to assist the client (City of Newport) in acquiring the fee takings &
permanent easements, as well as vacating Anchor Way. Please note that the City intends to
acquire the fee taking & easement under a willing-seller scenario and not under the threat
of condemnation using the City’s right of eminent domain. The intended users of this report
consist of the client, the property owner, and associated parties related to the proposed
acquisitions. The use of this appraisal by anyone other than the stated intended users, or
for any use than the stated intended use, is prohibited.

This report is prepared in compliance with the current Uniform Standards of Professional
Appraisal Practice (USPAP), as formulated by The Appraisal Foundation; the Standards of
Professional Appraisal Practice and the Code of Professional Ethics of the Appraisal
Institute; and the valuation standards of the Royal Institution of Chartered Surveyors.

The appraisal report is prepared in accordance with USPAP Standards Rule 2-2(a). The
scope of work utilized for this assignment is considered typical for this property type, the
proposed transaction, and the intended use.

The Preliminary Subdivision Plat provided by the City shows the location and boundaries of
the fee takings, the permanent utility easement, and the area proposed for road vacation. It
is noted that a portion of the road vacation is currently covered with asphalt-paved
roadbed; however, the City has instructed the appraiser to not include any contributory
value pertaining to the existing roadbed in the valuation of the road vacation.
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RE: Investors XII LLC Property
Page Two

The subject property is undeveloped land suitable for development in accordance with
Newport’s C-1 zoning criteria. As such, only the subject’s land is valued for this appraisal
assignment. The values associated with the fee taking, permanent utility easement, and
road vacation are estimated using the appropriate valuation methodology but subject to the
client’s instructions under this willing-seller scenario. The client indicates that the sizes
cited in the Preliminary Subdivision Plat may be revised. As such, the client requests that
the values of the larger parcel, the fee takings, and the road vacation be presented on a
$/SF basis while the value of the permanent utility easement is presented lump sum.

The appraiser has sufficient education and experience in valuing similar properties to
satisfy the competency provision of the Uniform Standards. The reported values are not
based on requested values and the appraiser was acting independently of the client during
the course of this assignment.

Reference to the Assumptions and Limiting Conditions section of the attached report is
recommended for a complete understanding of the basis on which the value of the subject
property and the various acquisitions/vacations are predicated. This assignment does not
utilize any extraordinary assumptions or hypothetical conditions (as defined by USPAP).

After considering all of the data assembled for this appraisal assignment, the value
estimates pertaining to the fee takings, permanent utility easement, and the road vacation
as of the July 25, 2014 valuation date are estimated to be:

Value Component Value Estimate

Larger Parcel
10.95 Acres in two tax lots

$12.00/SF

Fee Takings

) . $12.00/SF
Three fee takings totaling 30,941 SF (18,162 + 9,238 + 3,541)
Permanent Public Utility Easement $6,610
1,836 SF near south boundary ($3.60/SF x 1,836 SF)
Anchor Way Road Vacation $12.00/SF
20,541 SF along portion of east boundary
Road Vacation to be Conveyed to Murry Property $12.00/SF

1,356 SF

The reasoning and analysis leading to these conclusions are discussed in the following
appraisal report.

Sincerely,

William E. Adams, MAI, MRICS

William E. Adams, MAI 15
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SCOPE OF THE APPRAISAL

The Oregon Museum of Science and Industry (OMSI) intends to develop the Coastal
Discovery Center on their land located in the South Beach area of Newport. Currently, the
road network within and serving the OMSI property and adjacent property is insufficient to
serve the OMSI property as proposed. The City of Newport intends to vacate certain
roadways in proximity to the OMSI property as well as acquire various fee takings &
easements for new roadways and utility systems. In addition, ODOT intends to remove the
signalized intersection at Anchor Way and Highway 101 and install a new signalized
intersection at 35th Street and Highway 101 (one block south). The City of Newport intends
to vacate the segment of Anchor Way which lies west of the existing signalized intersection
and acquire new right of way for the 35th Street extension that will travel west of the
Highway 101 signalized intersection and connect with Abalone Street. This appraisal
assignment estimates values for the acquisition of the fee takings and permanent utility
easement from the undeveloped commercial-zoned land owned by Investors XII, LLC. In
addition, the assignment estimates the value of the Anchor Way road vacation being
conveyed to the property owner and the portion of the vacation area subsequently being
transferred to the adjacent owner (Murry). This appraisal assignment involved the following
scope of work.

@ A physical inspection of the subject was performed by William E. Adams, MAI on
July 25, 2014, with this date setting the valuation date for the appraisal
assignment. Mr. Reg Breeze (property owner representative) contacted the
appraiser via telephone on August 4, 2014, at which time the appraisal
assignment was discussed.

< A search of all available resources was made to identify market trends,
comparable sales data, and other significant factors affecting the subject’s value
estimates.

- Market data were verified, photographed, and physically inspected. Market data
was confirmed by a party to the transaction and supplemented by information
obtained from the local multiple listing service (MLS), deeds, county records, or
other informed parties.

o The subject’s highest & best use was determined.

< The subject’s larger parcel (land only) is valued using the Sales Comparison
Approach. This approach is also used to estimate the various value components
being acquired or vacated. Per the client’s instructions under their willing-seller
purchase scenario, the vacation estimate does not include any value attributed
to the existing roadbed within Anchor Way. This appraisal report is prepared in
accordance with USPAP Standard 2-2(a). No extraordinary assumptions or
hypothetical conditions are used for this appraisal.

Q Interviews were conducted with persons considered informed regarding the
subject property and similar properties, including real estate professionals,
property owners, and various departments of the City of Newport, Lincoln
County, and the State of Oregon.

William E. Adams, MAI 17 1



DEFINITIONS

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

(a) both the buyer and seller are typically motivated;

(b) both parties are well informed or well advised, and both acting in what they consider their
own best interest;

(c) a reasonable time is allowed for exposure in the open market;

(d) payment is made in terms of cash in United States dollars or in terms of financial
arrangements comparable thereto; and

(e) the price represents the normal consideration for the property sold, unaffected by special or

creative financing or sales concessions granted by anyone associated with the sale.!

Fee Simple Estate is 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.2

Value As Is is the value of specific ownership rights to an identified parcel of real estate as
of the effective date of the appraisal; relates to what physically exists and is legally
permissible and excludes all assumptions regarding hypothetical market conditions or
possible rezoning.3

Highest and Best Use 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, financially feasible, and maximally
productive”.4

Marketing Period is an estimate of the amount of time it might take to sell an interest in
real property at its estimated market value during the period immediately after the effective
date of the appraisal; the anticipated time required to expose the property to a pool of
prospective purchasers and to allow appropriate time for negotiation, the exercise of due
diligence, and the consummation of a sale at a price supportable by concurrent market
conditions. Marketing period differs from exposure period, which is always presumed to
precede the effective date of the appraisal.s

Based on the market conditions, market data and the subject’s attributes discussed in this
appraisal report, a marketing time not to exceed one year is considered reasonable for the
subject property. Similarly, the subject’s exposure period is estimated to not exceed one
year. These time estimates presume that the subject property is aggressively marketed at
the appraised value through normal marketing channels appropriate for the property type.

Uniform Standards of Professional Appraisal Practice, 2014, The Appraisal Foundation.

1

2 The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, the Appraisal Institute, p.78.
3 Ibid., p. 206
4
5

Ibid., p. 93
Ibid., p. 121




ASSUMPTIONS AND LIMITING CONDITIONS

General Assumptions and Limiting Conditions

1. The report and all matters contained within are prepared on behalf of the addressee
only. No responsibility is assumed for its possession, use or reliance on either factual data
or conclusions by anyone other than the addressee. It is intended for use only for the
purpose stated herein, and only in its entirety.

2. No opinion as to title is rendered. The estimated values are based on the assumption
that the property is free of liens such as mortgages, deeds of trust, and judgments, and is
not burdened by any other encumbrances including easement restrictions, special
assessments, bonds, leases or other similar matters, except those specifically noted in the
report.

3. The sketches and maps in the report are prepared to aid the reader in visualizing the
property, and are based on field investigations conducted for this assignment. Dimensions
and descriptions are based on public records, the property inspection, and information
furnished by others, and are not meant to be used as references in matters of survey.

4. Information supplied by others and considered in the valuation is believed to be reliable,
but no further responsibility is assumed for its accuracy.

S. No responsibility is assumed for matters which are legal in nature, including the validity
or accuracy of the property's legal description.

6. The value of oil, gas and mineral rights, if any, was not considered in the value
estimated in this appraisal assignment.

7. The appraisal report is prepared in accordance with USPAP Standard 2-2(a). Retained in
the appraiser’s bulk file are interview notes, maps and illustrations not included in the
appraisal report, as well as third-party reports, area data and duplicative property, market
and cost data that may or may not have been used for the development of the value
conclusion.

8. No responsibility is assumed for any environmental conditions, or for any expertise or
engineering knowledge required to discover them. The descriptions and resulting comments
presented in this report are the results of routine observations made during the appraisal
process. The appraiser is not qualified to make any type of environmental judgment
regarding the subject property. The value(s) estimated in this report are predicated on the
assumption that there are no such materials in, on, or near the property that would cause
a loss in value.

9. The estimates contained in this report are the opinions of the appraiser, based upon his
independent interpretation of the data provided to or accumulated by him, and are not
intended in any way to constitute a guarantee of value.




ASSUMPTIONS AND LIMITING CONDITIONS (Cont.)

10. No encroachment of real property improvements is assumed to exist.

11. The appraiser disclaims responsibility for the ability or inability of the present owner,
or any future purchaser or lessee, to obtain the permits, licenses, environmental impact
studies, or other approvals necessary for the successful operation of the property for its
highest and best use, or to the use contemplated by any owner, purchaser or lessee. The
appraiser disclaims responsibility for, and renders no opinion on, conformity to specific
governmental requirements, such as fire, building and safety, earthquake or occupancy
codes, which conformity cannot be assumed without provision of specific professional or
governmental inspection.

12. Those who use this report are cautioned that any forecasts shown herein are intended
to illustrate the attitudes and projections of those persons and entities comprising the real
estate market at the date of valuation. Such attitudes and projections change from time to
time consistent with changes in the real estate market, supply and demand, investor
attitudes, and general economic conditions. However, the projections shown are thought to
approximate investor attitudes and current trends and conditions at the date of valuation.
Inasmuch, however, as the projections are based upon assumptions and estimates of
future events, no opinion is offered or expressed on the achievability of the projections and
estimates.

13. Testimony or participation in any litigation or arbitration by reason of this appraisal
shall not be required unless arrangements have previously been made.

14. The Americans with Disabilities Act (ADA) became effective February 26, 1992. The
appraiser has not made a specific survey or analysis of the subject property to determine
whether or not the physical aspects of the improvements (if any) meet the ADA accessibility
guidelines.

15. This appraisal assumes competent management and/or ownership of the subject
property.
Hypothetical Conditions and Extraordinary Assumptions

This assignment does not utilize any hypothetical conditions or extraordinary assumptions
(as defined by USPAP).




APPRAISER’S CERTIFICATION

I do hereby certify that, except as otherwise noted in this appraisal report:

10.

11.

12.

13.

14.

William E. Adams, MAI

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

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

I have no present or prospective interest with respect to the parties involved.

I have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

My engagement in this assignment was not contingent upon developing or reporting
predetermined results. Future employment is not dependent upon reporting a specified
value. Neither employment nor compensation are dependent upon the approval of a
loan application.

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

My analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Appraisal Institute’s Code of
Professional Ethics and the Standards of Professional Practice; the Appraisal
Foundation’s Uniform Standards of Professional Appraisal Practice ("USPAP"); and the
valuation standards of the Royal Institution of Chartered Surveyors.

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

As of the date of this report, I have completed the continuing education program for
Designated Members of the Appraisal Institute.

I made a personal inspection of the property that is the subject of this report as well as
the market data utilized in the analysis.

No one other than the undersigned provided assistance in preparing this appraisal
report.

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

I have acquired through study and practice the necessary knowledge and experience to
complete this assignment competently.

I have not performed a prior appraisal or other service involving this subject property
during the past three years.

William E. Adams, MAI, MRICS
Oregon General Appraisal Certificate C00495
Expires 11-30-2014
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AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Area Analysis

The subject property is situated in the Newport city limits within Lincoln County. The
subject is specifically located in the Newport’s South Beach area in proximity to
commercial, industrial, and mixed-density residential uses.

Lincoln County extends along 55 miles of the Central Oregon Coast from Cascade Head on
the north to Cape Perpetua on the south. The County extends inland between 14 and 24
miles. The City of Newport is situated at the midpoint of Lincoln County’s coastline and
includes the entry to Yaquina Bay and the Yaquina River. Newport is also the county seat
of Lincoln County and the largest city in the County. Lincoln City is the county’s second
largest city, being located approximately 24 miles north of Newport and approximately 60
miles west of Salem. Lincoln City includes the entry to the Siletz Bay and Siletz River. The
City of Waldport is located approximately 14 miles south of Newport and contains the entry
to the Alsea Bay and Alsea River. Newport, Lincoln City, and Waldport are the three largest
communities along Lincoln County’s coastline.

The area’s climate is predominantly influenced by the Pacific Ocean. This coastal marine
climate produces high precipitation in excess of 60 inches annually, with only minimal
freezing or snow accumulation. Soil conditions are generally stable and conducive to
development along the coastal plain, but are less stable in portions of the Coastal Range
and the County’s interior. Agricultural production is evident in bottom lands located along
several rivers.

Lincoln County’s 2013 population was estimated to be 46,560 residents, which reveals a
slight increase of 0.6% from 2012. Newport’s 2013 population was 10,160 residents,
revealing a 1.0% increase from its 10,150 population in 2012. Lincoln City revealed a
population of 8,020 residents during 2013, which is only up a nominal 0.7% from 2012.
Waldport’s 2013 population of 2,050 was up 0.5% from 2012. It is noted that 2014
population figures have not yet been released. During the past few years, many coastal
communities have witness initial population declines and more recently nominal population
increases. No significant population growth has occurred. The lack of population growth in
this coastal region is attributed to a slow rebound from the recent recession, a decline in
tourism, and limited employment opportunities.

Aside from incorporated cities, Lincoln County boasts a number of unincorporated towns,
including a significant number along Highway 101 and the coastline. Most of these towns
include tourist-oriented businesses; however, some are also witnessing growth in
residential and rural residential developments. The County’s population within
unincorporated areas remains the largest population segment in the County; however, the
population in unincorporated areas has also declined in recent years.

Historically, Lincoln County has been recognized as a regional destination tourist and
recreation area. The coastline offers scenic beauty; a variety of recreational opportunities
including ocean fishing, whale watching, fishing along the river systems and inland lakes;
and camping, hiking, & hunting opportunities inland along the Coastal Range. Developed
tourist attractions include many golf courses, the Tanger Outlet Center in Lincoln City, the
Chinook Winds Casino and Convention Center (Lincoln City), the Oregon Coast Aquarium
(Newport), and the OSU Hatfield Marine Sciences Center (Newport).



AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Numerous parks, waysides, and campgrounds are managed by Lincoln County, the State of
Oregon, and the U.S. Forest Service. Within Lincoln County, the State manages 9 Coastal
Waysides and 15 State Parks in proximity to Highway 101. Of these State Parks, 11 are
day-use only and the remaining 4 parks offer overnight camping.

The Coastal Mountain Range separates this coastal region from the Willamette Valley, yet
the relatively short 1-2 hour drive time between the valley and the coast provides many
opportunities for valley residents to maintain coastal vacation homes or enjoy weekend
getaways. The scenic beauty of this region also attracts vacationers from across the
country, with many travelers choosing to drive the majority of the Oregon Coastline along
Highway 101 and provide tourist dollars to numerous coastal communities.

These recreation attractions have led to a significant in-migration of residents in recent
decades, particularly retirees; and this in-migration has spurred the housing industry as
well as development of commercial retail and commercial service uses necessary to provide
goods and services to the expanding population base. Aside from retirees, another active
market segment for housing in this Coastal area is second-home or seasonal home buyers.

Historically, the County’s average household income showed modest growth and was
influenced by the larger number of entry level jobs in the seasonal tourism and seafood
processing industries. While a relatively large percentage of in-migration is retirees, demand
for goods and services by this expanding population base bodes well for higher employment
needs and increased household incomes in the services and professional sectors. While
diversification is evident in employment, a large percent of local businesses and jobs in
these coastal communities still rely on tourism.

Lincoln County and the Central Oregon Coast represent a diversified area with a heavy
economic emphasis on tourism as well as a weakened but historical influence by
commercial fishing and forest product industries. Much of the Coast Mountain range is
managed for timber harvest, with trees being exported to mills in both the coast and valley
regions. Due to recent international demand, an increase in timber exports to the Asian
market is evident. As a result of its economic makeup, the region experiences higher
unemployment rates and lower than average per capita incomes than those found in the
metropolitan areas along the Willamette Valley/Interstate S corridor, approximately 60
miles east. To create additional diversity, Lincoln County has targeted forest products,
software, and high technology industries as new growth industries for the region. In the
near future, the area’s economy will continue to be sensitive to any downturns in the state
and national economies and their effect on tourism. However, the economic health of the
area can be expected to grow at a moderate rate with additional diversification.

The largest manufacturing employer in Lincoln County is the Georgia Pacific pulp and
paper mill in Toledo with approximately 500 workers. Other major employers include
various school districts, the Confederated Tribes of the Siletz Indians, Samaritan Health
Services, County Government, the Marine Science Center, Salishan Lodge & Resort, and
Walmart.

The area’s location with access to major highways and abundance of accommodations,
stores, restaurants, and recreational opportunities makes the area desirable as a tourist
destination. The region continues to be a tourist draw despite recent declines in tourism.




AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Despite the preceding factors, Lincoln County continues to witness housing demand by
retirement age residents. The area’s scenic beauty, mild climate, and availability of medical
and social services make Lincoln County attractive to retirees. A high percentage of the
population in these communities is over the age of 55 and many rely on fixed income
sources such as pension funds and Social Security, and are not generally affected by
economic cycles. As a result, their presence adds stability to the local economies.

Newport’s economy is oriented to tourism and fishing, with numerous seafood plants
located along the bayfront. While Newport’s tourist base is increasing, the fishing industry
is declining. NOAA opened its Pacific Fleet Marine Operations Center in Newport a few
years ago. Recently, Newport was selected as the future site for the Pacific Marine Energy
Center, a $25-millon wave energy research test site. Newport continues to encourage a
more diversified economic base.

Lincoln City is heavily influenced by the tourist industry and lacks a harbor for commercial
fishing enterprises. No timber or timber-related industries are located in Lincoln City. The
highest employment sector in Lincoln City is retail trade. The Chinook Winds Casino and
the Tanger Outlet Center are large tourist draws and employment providers.

Waldport’s economy is heavily influenced by tourism and recreation. No timber-related
industries are located in Waldport. While Waldport is home to Alsea Bay, no commercial
fishing or processing industries are present. Generally, Waldport has a limited industrial
base; although an increasing number of commercial service and light industrial businesses
are locating in this community.

Highway 101 is the primary coastal highway along the Oregon Coast. At the north end of
Lincoln City, Highway 101 extends in a northeasterly direction, eventually linking with
Highways 18 and 22 serving the mid and upper Willamette Valley. Near Newport, Highway
20 extends eastward to the Willamette Valley in proximity to Corvallis. In Waldport,
Highway 34 extends eastward to Corvallis. Aside from the highway network, Lincoln County
includes rail service (freight) serving Yaquina Bay and nearby Toledo; the Newport Airport;
and the Port of Newport. Small ports or harbors are located in Depoe Bay and Waldport.
Lincoln City and Waldport each have a small airstrip.

Newport is expected to remain a stable community in the foreseeable future with
anticipated growth in its residential and commercial base. Unless additional land is
annexed for industrial use, Newport will not witness significant growth in its industrial
base. Industrial growth is occurring, but at a modest pace.

Lincoln City is also expected to remain a stable community in the foreseeable future, with
tourism maintaining its dominant presence but diversification into other industries
anticipated. Both commercial and residential development have occurred in recent years;
although the pace of growth in housing development has declined during the past few
years.

Waldport is expected to witness some growth in the near future as the community
expanded its sanitary sewer system and is now better able to accommodate new
development. This sewer expansion project increased the land area eligible to utilize

municipal services, including a large project extending from Highway 101 to the golf course.

William E. Adams, MAI 25 9



AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Waldport’s sewer project encompasses several hundred acres that was purchased by a
developer for a mixed-use planned unit development. However, declining market conditions
have placed some of the land in this project in foreclosure.

New commercial development in Waldport is expected on a very limited basis with some
demand for new businesses and commercial services likely as a result of the area’s
expanding population. The supply of new commercial development will be tempered by the
relatively low inventory of available commercial land. The current inventory of improved
commercial property is considered adequate in the near term, as vacancy of improved space
is nominal. Waldport’s industrial base is anticipated to continue its nominal growth.

Neighborhood Analysis

The subject property is situated in Newport’s South Beach area which lies south of the
Yaquina Bay bridge and along the Highway 101 corridor. Highway 101 is a commercial
corridor for approximately one mile south of the bridge. Further south, Highway 101
transitions to a mixture of commercial and residential uses. Near the bridge, the subject’s
neighborhood includes marine-related businesses such as a marina and the new NOAA
facility. Also in this vicinity are the OSU Hatfield Marine Science Center, the Oregon Coast
Aquarium, and the Rogue Brewery. RV parks, light industrial uses, and retail/service uses
catering to both tourists and marine businesses are present. Commercial uses front
Highway 101 south of 32nd Street, with these uses including motels, restaurants, &
automobile sales/services catering to the highway traveler as well a variety of commercial
retail & service uses supporting the local population. Mixed-density residential uses adjoin
the commercial corridor, with home quality ranging from below-average to good. Highway
101 is the main arterial serving this neighborhood, with multiple collector streets linking
this arterial to the adjacent residential neighborhood.

William E. Adams, MAI 2 10



AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

The South Beach State Park encompasses significant beachfront south of the Yaquina Bay
bridge. This park has developed access from Highway 101 and generally extends from the
highway to the beach. However, the north portion of the park is situated west of developed
property accessible from Abalone Street as well as from the OMSI parcel.

While some vacant land inventory is present in this neighborhood, few parcels are currently
being marketed for sale. The City of Newport is in the process of acquiring property along
the highway for redevelopment under its urban renewal activities; however, the City has not
yet placed any property on the market for new development. The inventory of commercial
buildings available for sale or lease in this vicinity is limited, with the existing inventory
attractive to various commercial or light industrial uses.

With regard to residential uses, the inventory of homes available for sale is not excessive,
with existing listings varying in home quality from below-average to good. Some homes
enjoy an ocean or bay view. Multi-family projects witness good occupancy.

Since the recession, new construction activity in this neighborhood has been limited.
However, multiple construction projects are currently underway or in the planning stages.
New commercial construction is currently evident near the Rogue Brewery. As stated
previously, OMSI intends to build its Coastal Discovery Center on land located west of
Highway 101. This center is expected to start construction in March 2015 and be
operational in April 2016. New roadways will be constructed concurrent with the OMSI
project, and ODOT intends to remove the existing Highway 101 signalized intersection with
Anchor Way with a new signalized intersection one block south at 35t Street. This
intersection signalization project is expected to occur in 2017. These changes to the road
network are intended to provide better vehicular circulation to the OMSI Center and
adjoining property without impairing highway traffic traveling through this region.

Uses adjoining the subject include a cemetery and the OMSI property to the west, Abalone
Street to the north, Highway 101 and Anchor Way to the east, and a rural residential
property to the south.

The subject’s neighborhood is considered stable, with no efforts evident to rezone land to
alternative zones. This neighborhood is expected to witness growth in the near future due
to the City’s urban renewal efforts, the construction of the OMSI facility, and improved
vehicle access to undeveloped land. The City indicates that its utility infrastructure is
sufficient to accommodate additional development in this neighborhood. This neighborhood
contains no adverse land uses or businesses that negatively impact value, marketability, or
development potential. The neighborhood is not in transition and is being developed in
accordance with current zoning.




SUBJECT PHOTOGRAPHS (Taken July 25, 2014)

Westerly view of subject’s Abalone Street frontage near Highway 101. (A7-616)

William E. Adams, MAI o8
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SUBJECT PHOTOGRAPHS (Cont.)

Easterly view of Abalone Street frontage along subject’s north boundary. (A7-603)

Southerly view along proposed Abalone Street extension along subject’s west boundary.
(A7-605)

William E. Adams, MAI 2 13



SUBJECT PHOTOGRAPHS (Cont.)

Southerly view of subject’s Anchor Way frontage. (A7-615)

Northerly view of subject property and proposed Abalone Street extension. (A7-621)
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SUBJECT PHOTOGRAPHS (Cont.)

Southerly view of subject property from north boundary. (A7-610)

South portion of proposed Abalone Street extension. (A7-609)
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SUBJECT PHOTOGRAPHS (Cont.)

Westerly view of proposed 35th Street fee taking. (A7-628)

Westerly view of fee taking south of proposed 35t Street extension. (A7-629)
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SUBJECT PHOTOGRAPHS (Cont.)

Westerly view of proposed permanent utility easement. (A7-619)

Easterly view of proposed permanent utility easement. (A7-626)
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PROPERTY DESCRIPTION
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Ownership and Property History

Investors XII, LLC

c/o Mr. Reginald (Reg) Breeze
830 O’Hare Parkway #100
Medford, OR 97504

(541) 773-7549

According to County records and confirmed with the property owners’ representative (Mr.
Reginald Breeze), no sales involving the subject property have occurred during the past
three years. Mr. Breeze indicates that the property is not currently listed for sale and no
purchase offers have been presented during the past three years for the owner’s review. Mr.
Breeze notes that OMSI purchased land west of the subject property in 2011. The
purchased land was zoned R-4. Prior to that transaction, an escrow with Home Depot
involved the subject property and a portion of the R-4 zoned land (now under OMSI’s
ownership). The total land area under escrow was approximately 17 acres with Mr. Breeze
recalling the escrow price being between $8 and $9/SF. This escrow subsequently failed
due to access issues.

The appraiser’s notification letter to the property owner was sent on July 16, 2014 and the
appraiser conducted the property inspection on July 25, 2014. A copy of the notification
letter is found in the Addenda of this appraisal report. The property owner replied via
telephone on August 4th, at which time the appraisal assignment was discussed.

William E. Adams, MAI a4 18



PROPERTY DESCRIPTION (Cont.)

According to the City of Newport, no land use, rezone, development, or other applications
are currently pending or recently approved with regard to the subject property.

Location and Access

The subject property is undeveloped land and has not been assigned a street address. The
property is currently bordered by Abalone Street to the north and Highway 101 & Anchor
Way to the east. An undeveloped segment of Abalone Street extends along the subject’s
west boundary. According to the City, the subject is accessible from all existing road
frontages. Additional fee takings will be required for Abalone Street to the west and an
extension of 35th Street along the south boundary. The City’s vacation of Anchor Way will
still provide for the subject to be accessible to Highway 101 from this roadway; however, the
roadway will be conveyed to the subject and the adjoining Murry property to the east, with
this private roadway allowing right-in/right-out access to the highway.

Legal Description and Larger Parcel Determination

The subject’s current ownership owns two adjoining tax lots in this vicinity. The majority of
the subject’s ownership is within tax lot 1800, while 12,325 SF of the subject’s south
portion is within tax lot 1400. As such, these two tax lots are recognized as the larger
parcel for the purpose of this appraisal assignment.

This larger parcel is described as a portion of the Southeast % of Section 17 in Township 11
South, Range 11 West, in Lincoln County, Oregon. The larger parcel is also commonly
described as tax lot 1800 in Lincoln County Assessor’s Map 11S-11W-17DB and tax lot
1400 in Assessor’s Map 11S-11W-17DC.

Land Size, Shape, and Terrain

The configuration and boundaries of the subject parcel are depicted on the Plat Map. The
larger parcel totals 10.95 acres and has an irregular shape. The parcel is situated below
grade to Abalone Street (north boundary), at to below grade to Highway 101, and at to
slightly above grade to Anchor Way. The parcel has a generally level to gentle terrain with
mostly grass & shrub cover. Dense native vegetation is present along the Highway 101
frontage. The parcel generally slopes downward to the south and southeast, with a drainage
present in proximity to the Highway 101 frontage. Two sand mounds are present near the
middle of the parcel near abandoned 4t Street, with two power poles remaining. It is noted
that one of the poles contains an Osprey nest. During the appraiser’s inspection, a
homeless camp was set up next to the westerly sand mound. Various paths meander
through the parcel and along the west boundary. Steel gates inhibit vehicular access from
Abalone Street and Anchor Way, with chain link fencing present along portions of these two
roadways.

The subject’s elevation generally varies between 37 and 43 feet. More specifically, the
terrain measures between 42 and 43 feet near Highway 101, between 39 and 41 feet in the
middle of the property, and between 37 and 39 feet near the west boundary. The parcel has
no view or amenity features. While a few coniferous and deciduous trees are present, their
quantity and tree size are not representative of merchantable timber.




PROPERTY DESCRIPTION (Cont.)

The subject’s interior is mostly sand surfaced with native grass & shrub cover. The
predominant shrub is scotch broom; however, a variety of shrubs are present in the low-
lying terrain near the Highway 101 frontage.

The subject’s soil classifications include Netarts Fine Sand and Urban Land - Waldport
complex. The former soil covers the majority of the parcel and is a Class 6 soil with 3 to 30
percent slopes. This soil is situated on stabilized dunes, have slow to medium runoff,
moderate to rapid permeability, and severe wind erosion hazard. Septic systems are only
recommended for the minimally-sloped areas. The Urban Land — Waldport complex is a
Class 7 soil with O to 12 percent slopes. This soil is also situated on stabilized dunes and
have generally similar attributes to the Netarts Fine Sand. These soils are suitable for
urban development, particularly with the use of municipal utility services.

Present Use
The subject property is currently undeveloped land with limited site improvements.
Assessed Values and Taxes

The subject’s July 25, 2014 valuation date falls within the 2014/2015 tax year; however,
Lincoln County does not intend to release tax & assessment information until the fall. The
following tax & assessment information covers the prior 2013/2014 tax year which
commenced on July 1, 2013. The land, improvements, and total values reflect the
assessor’s estimate of the real market value of the subject property. The assessed value is
used for the calculation of taxes and was estimated by Lincoln County in accordance with
Measures 47 and 50. According to the County Tax Collector’s office, the subject has no
delinquent taxes.

Assessed Valuation Date: July 1, 2013
Tax Map/Lot No(s).: 11S-11W-17DB: 1800
11S-11W-17DC: 1400

---- Real Market Value ---- Assessed
Account Land Improvements Total Value Taxes
R509278 (1800) $2,972,100 $0 $2,972,100 $1,468,300 $25,751.19
R63706 (1400) 169,490 0 169,490 99,930 1,752.58
Totals $3,141,590 $0 $3,141,590 $1,568,230 $27,503.77

Zoning

The subject’s larger parcel is zoned C-1 (Retail & Service Commercial District) by the City of
Newport. The City’s Comprehensive Plan designation for this parcel is also Commercial. The
parcel is not within any overlay zones. The C-1 zoning designation permits a wide array of
commercial uses, including those typically found along a commercial thoroughfare. The
only exceptions include vehicle repair businesses, mini-storage facilities, and certain
service uses. Parcel and development requirements in this zone include a 7,500 SF
minimum parcel size, no minimum parcel width or setback requirements, and a 50-foot
maximum building height.




PROPERTY DESCRIPTION (Cont.)

As previously stated, the City of Newport has not recently approved or is currently
evaluating any applications for partitioning, land use, Measure 37/49, rezone, or
development involving this property.

Flood, Earthquake, and Other Hazards

According to the Federal Emergency Management Agency (FEMA), the subject parcel is
situated within un-shaded Flood Zone X, depicting an area outside the 500-year flood
plain. FEMA map reference is Community Panel 41041C-0506-D, dated December 18,
2009. No LOMAs or LOMRs have been approved in this vicinity in recent years.

Western Oregon is categorized as seismic zone 3. The current probability of the occurrence
of a major seismic event has been calculated as moderate. The City indicates that the
property is not within a landslide hazard zone, a geohazard zone, or a wildlife/riparian
protection zone. While the subject and surrounding lands are within a tsunami zone, most
uses allowed in the C-1 zone are still allowed within the tsunami zone. The only exclusions
are schools and government uses.

According to the Newport Local Wetlands Inventory Map, the subject contains jurisdictional
wetlands in the low-lying terrain along the subject’s Highway 101 frontage. Any disturbance
of the wetlands area must be approved by the Oregon Department of State Lands and abide
by their wetlands mitigation requirements. The appraiser is unaware of any environmental
conditions on, in, or near the subject property that would impact marketability,
development potential, or value.

Utilities

The City of Newport currently provides municipal water and sanitary sewer service to
developed property in the subject’s vicinity. Existing utility lines are present within one or
more of the adjacent roadways. These utilities are available to the subject. Storm drainage
is handled by natural flow and private collection into nearby drainages. Central Lincoln
PUD provides electricity service and local telephone is provided by Pioneer Telephone.
Northwest Natural provides natural gas to this vicinity. According to the City, adequate
utility system capacity exists to serve development of the subject property as presently
zoned.

Street Improvements and Traffic Flow

Highway 101 in the subject’s vicinity is a 2-lane highway with two bicycle lanes, a center
turn lane, and full offsite improvements (curb, gutter, & sidewalk) along developed
properties. Along the subject’s frontage, no sidewalk is present. In proximity to the Anchor
Way signalized intersection, a raised center median replaces the center turn lane.

Abalone Street extends west of Highway 101 and is a 2-lane local street with curb and
gutter only. Anchor Way also extends west of Highway 101 and is a 2-lane roadway with no
offsite improvements.
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PROPERTY DESCRIPTION (Cont.)

According to the Oregon Department of Transportation, the average daily traffic volume
along Highway 101 in this vicinity is 13,200 vehicles daily. No traffic flow data is available
for Abalone Street or Anchor Way.

Easements and Encumbrances

For this appraisal assignment, the client provided the appraiser with a Lot Book Report
prepared by Western Title and dated August 6, 2013. This Lot Book Report covers the
subject and two adjacent ownerships. With regard to the subject, this report cites public
utility easements within vacated roadways, temporary and permanent easements granted
to the City of Newport (1995), a drainage easement granted to the Oregon Parks and
Recreation Department (1996), and a scenic vegetation easement granted to Lincoln
County (1996). The utility easements granted to the City involve water and sanitary sewer
lines just north of 35th Street between Anchor Way and Abalone Street. This easement has
a 27-foot width. The drainage easement is located near the subject’s northeast corner in
proximity to Highway 101. The scenic vegetation easement replaces a Rhododendron
Preserve and is intended to create a visual buffer between the highway, Abalone Street
(north boundary), and adjoining development to the west and southwest. This 25-foot
wide easement is located along the north portion of the subject’s Highway 101 frontage.

The Lot Book Report also acknowledges a Memorandum of Right of First Refusal and an
unrecorded Purchase/Sale Agreement dated November 4, 2011 between the property
owner and OMSI. These documents involve the land that was subsequently purchased by
OMSI west of the subject property.

Please reference the Proposed Subdivision Plat which depicts the location of the various
easements. Overall, there are no known easements present that are considered to
adversely impact the subject’s marketability or development potential. The drainage
easement and the scenic vegetation easement place certain access restrictions to the
property; however, there is adequate alternative access available.

Building and Site Improvements

The subject property contains no building improvements. Old chain link fencing border
portions of the subject’s perimeter and two steel gates inhibit vehicular access to the
property. However, these site improvements have no contributory value to the subject

property.




PROPERTY DESCRIPTION (Cont.)
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PROPERTY DESCRIPTION (Cont.)
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PROPERTY DESCRIPTION (Cont.)
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HIGHEST AND BEST USE ANALYSIS

Highest and Best Use as if Vacant:

The subject property is zoned C-1 (Retail and Service Commercial) by the City of Newport.
The comprehensive plan designation for the parcel is also Commercial. As such, the
zoning and comprehensive plan designations are in conformance. The C-1 zone permits
an array of commercial retail, service, and office uses. While a few commercial uses are
disallowed, the array of allowable uses is sufficient to support anticipated demand for the

property.

The subject property is not within any overlay zones, nor do any easements exist which
negatively impact the property. The property lies outside the 100-year flood plain and
there are no geohazard or protection zones impacting the property. While the property is
within a tsunami zone, all uses allowed in the C-1 zone (except schools & government
uses) can be developed within the tsunami zone. Jurisdictional wetlands are present in
the northeast corner of the property; however, the parcel has sufficient size and access to
accommodate development without disturbing the wetlands.

The subject lies within the Newport city limits and municipal utilities are available to the
property. Physically, the parcel has a level to gentle terrain with no view or amenity
features. The parcel’s size of 10.95 acres is suitable for a variety of uses within the C-1
zone. The property could be utilized as one large commercial development or the land
partitioned into multiple parcels for either resale or phased development. The parcel
enjoys frontage along multiple roadways including Highway 101. The wetlands area
extends along the subject’s entire Highway 101 frontage; however, sufficient access is
available from Abalone Street to the north and proposed road extensions along the west
and south boundaries. Anchor Way is scheduled to be vacated; however, the City
indicates that the roadway could continue to be used for access with right-in/right-out
passage from the highway.

The property is situated along a commercial corridor witnessing minimal vacant land
inventory and a limited supply of existing commercial buildings available for sale or lease.
The City of Newport is encouraging redevelopment of the area by acquiring property along
the highway with the intention to demolish the existing buildings and market the land for
new development. The City’s Urban Renewal efforts as well as the recent announcement
of OMSI’s plans to develop the Coastal Discovery Center are expected to spur commercial
growth in this area. Aside from activity in Newport’s South Beach area, demand for
commercial land is evident within multiple coastal communities fronting Highway 101. As
shown by the market data assembled for this assignment, commercial parcels are in
demand and being purchased for various types of commercial uses. The inventory of
commercial sites being marketed for sale is not excessive. While additional land will
become available through Newport’s redevelopment efforts, the anticipated inventory of
this new commercial land is not expected to create an imbalance of supply & demand
attributes. If marketed for sale, demand is expected to be good for the subject property.
There are no neighborhood conditions or land uses that are detrimental to the subject
and the neighborhood is not in transition to alternative uses. The subject’s presence along
the Highway 101 commercial corridor plus the proximity of supporting residential uses
bode well for utilizing the subject for commercial use.
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HIGHEST AND BEST USE ANALYSIS (Cont.)

After reviewing the attributes of the subject property and the market area, the highest
and best use of the subject property is for the commercial development in accordance
with the C-1 zoning criteria.

Highest and Best Use As Improved:

The subject property does not contain any building improvements. The site improvements
within the property include gates and partial-perimeter chain link fencing. These
improvements have no contributory value to the subject’s highest and best use as if
vacant. Furthermore, the cost to remove these improvements is nominal. Overall, the
highest and best use of the subject property as improved is to remove the few existing site
improvements and develop the land to an allowed C-1 zoned use.
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VALUATION OF LARGER PARCEL - LAND

The subject’s larger parcel consists of a 10.95-acre site suitable for commercial
development in accordance with the City’s C-1 zoning criteria. A search for land market
data revealed eight comparables considered suitable for this analysis. These comparables
specifically consist of three current listings, one pending escrow, and four sales that
occurred between October 2010 and January 2014. While the appraiser is aware of other
sales & listings in the market area, the selected comparables are considered to be the best
available data for comparison with the subject property.

The eight selected comparables are located in proximity to Newport, Waldport, Agate
Beach, and Lincoln City. These parcels range in size from 19,600 SF to 7.30 acres, have
zoning designations allowing commercial development, and indicate unit prices between
$2.14 and $24.34/SF. For this analysis, the appropriate unit of comparison is the price
per SF.

In estimating the land value of the subject’s larger parcel, consideration is given to
property rights conveyed, financing, conditions of sale, market conditions (time of sale),
location, access, terrain, traffic flow, utility availability, parcel size, configuration, zoning,
the presence of amenity features, the cost to demolish existing improvements, or the
contributory value of any improvements with remaining economic life. Due to the lack of
data to reliably quantify adjustments, adjustments are made on a qualitative basis in
accordance with the market.

No adjustment for property rights is necessary. All comparables either conveyed or are
currently marketing a similar fee simple estate as the subject’s interest being appraised.

With regard to financing, the four sales and the pending escrow involve cash or cash to
seller transactions. For the three listings, the property owners are seeking a cash or cash-
equivalent transaction. Given the preceding, no adjustment for financing is necessary.

Regarding conditions of sale, the transactions are arm’s length and do not appear to
involve duress. Furthermore, the current listings do not involve a quick-sale or short-sale
and the sellers are under no atypical motivation to sell the parcels. Overall, no conditions
of sale adjustment is necessary for these comparables.

The four sales occurred between October 2010 and January 2014. While the oldest sale
generates the lowest unit price, the low price is attributed to locational and physical
attributes rather than changes in market conditions. It is noted that Sale 3 closed escrow
in September 2013, but the price was negotiated in 2010. After reviewing these
comparables and the market conditions evident during the time span this data occurred,
no adjustment for market conditions (time of sale) is warranted for the four sales or the
pending escrow.

With regard to the current listings, a downward adjustment for listing status is warranted
as it is likely that a sale price will be negotiated at a lower price level than the current
asking price.




VALUATION OF LARGER PARCEL - LAND (Cont.)

It is noted that the subject’s parcel size is larger than the sizes of the comparable market
data. Despite the size variance, the comparables are still suitable for comparison
purposes. Size adjustments are made as appropriate.

On the following pages are tables summarizing the land comparables as well as a Land
Sales Map. In the Addenda of this appraisal report are photographs of each comparable.

William E. Adams, MAT . 3



VALUATION OF LARGER PARCEL - LAND (Cont.)

SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE

COMMENTS

1 E/S Bayshore Rd.,
also fronts Alsea
Bay

Waldport

13-11-19-BB: 200

Doc. No.: 2010-9943

$405,000
Cash to
Seller

(10/10)

7.30 Ac.
Gross
4.34 Ac.
Net of
Tidelands
CT

$2.14/SF Net
of Tidelands

Located in Bayshore area of
north Waldport, adjacent to
motel, dwellings, and near
KOA campground. Parcel
includes 2.96 acres of
tideland within Alsea Bay
and 4.34 acres of upland.
Parcel has an irregular but
utilitarian shape, paved
road access, no offsites,
gentle terrain with native
tree & shrub cover, and
good bay view. Partial
municipal utilities are
available but must be
extended over 100 feet.
Must use septic for sewer
service. Zoning is flexible
and allows both commercial
& residential uses.

2 N/S Bay Boulevard

Newport

11-11-08AC: 13100+
Doc. No.:2012-12056

$415,000
Cash to
Seller

(12/12)

19,600 SF
W-2

$21.17/SF

Located in Bayfront district
near commercial uses and
marina. Parcel has two
benches separated by steep-
sloping terrain. Lower
bench currently used for
paved/graveled parking.
Upper bench has native
vegetation and parking for
adjacent Maritime Center.
Utilitarian shape, available
utilities, full offsites. Zoning
allows commercial uses.
Parcel includes access
easement over adjacent
parcel and buyer is
adjacent property owner.

3 SEC Highways 101
and 20
Newport

11-11-08AB: 9500+
Doc. No.: 2013-9746

$1,512,809
Cash

(9/13)

1.45 Ac.
C-3

$23.94/SF

Site for new Walgreens
store. Located at corner of
two highways & commercial
corridors. Good access &
visibility, level terrain, full
offsites, utilitarian shape,
also includes frontage along
Avery Street. Combined
traffic flow is 36,000
vehicles daily. Sale price
negotiated in 2010. Buyer
obtained road vacation from
City prior to sale. Buyer
also responsible for building
demolitions.
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VALUATION OF LARGER PARCEL - LAND (Cont.)

SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE

COMMENTS

4 SEC Highway 101
& 9th Street
Lincoln City

7-11-15DD: 901
Doc. No.: 2014-432

$510,000
Cash

(1/14)

20,950 SF
G-C

$24.34/SF

Site assemblage for new
Goodwill store. Located
along highway and
commercial corridor one
block north of Tanger
Factory Outlet Center. Good
visibility & access, level
terrain, utilitarian shape,
available utilities, and full
offsites. Traffic flow is
26,400 vehicles daily.

5 NEC Highway 101
& 35th Street
Newport

11-11-17DB: 1400

Doc. No.: n/a

$1,525,000
Cash

Escrow

2.33 Ac.
I-1

$15.03/SF

In South Beach area. Site
being purchased by City of
Newport for redevelopment.
City responsible for
demolishing buildings. Sale
involves willing-seller with
no threat of condemnation.
Escrow scheduled to close
in March 2015. Parcel
includes multiple buildings
with interim value. Site is
level, at grade, irregular but
utilitarian shape, available
utilities, good visibility and
access. 35th Street frontage
is currently a driveway. Also
fronts Ferry Slip Road to
the east. Traffic flow is
13,200 vehicles daily.
Highway 101 in this vicinity
is a commercial corridor.

6 W/S Avery Street &
E/S Highway 101
North Newport

10-11-20BB: 503 to
508

Doc. No.: n/a

$700,000
Listing
(7/14)

6.05 Ac.
I-1

$2.66/SF

Located in Northgate
Industrial Park in city limits
near light industrial and
residential uses. Parcel is
above grade, has mostly
open interior with some
trees along the highway,
utilities available, utilitarian
shape, level to gentle
terrain, no highway access
but adequate visibility. No
offsites, view, or amenity
features. Previously sold in
July 2006 for $4.23/SF.
Although zoning allows
commercial uses, site best
suited for industrial use.
Traffic flow is 8,800 vehicles
daily.
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VALUATION OF LARGER PARCEL - LAND (Cont.)

SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE

COMMENTS

7 NWC East Devils

Lincoln City

07-11-14CC: 400+

Doc. No.: n/a

Lk. Rd. & Oar Ave.

$1,332,498
Listing
(7/14)

3.22 Ac.
P-I

$9.50/SF

Located across from Tanger
Factory Outlet Center in
mixed-use area a few blocks
east of Highway 101. Site
also contains frontage along
8th Street. Parcel has level
to gentle terrain, partial
offsite improvements,
utilitarian shape, available
utilities, old buildings in
west portion need to be
demolished, treed area on
east portion. Good access &
visibility, but site better
suited to office or service
uses. Seller will demolish
improvements. Zoning
allows commercial uses.

8 NEC Highway 101
& SE 40th Street
Newport

11-11-17-DC: 801
and 802

Doc. No.: n/a

$1,900,000
Listing
(7/14)

2.67 Ac.
I-1

$16.33/SF

Located in South Beach
area along highway near
commercial uses. Parcel
also abuts Ash Street with
industrial uses along Ash
Street frontage. Parcel has
partial offsite improvements
(40th Street), available
utilities, utilitarian shape,
level & gentle terrain with
open interior. Zoning allows
commercial use. Site is
suitable for commercial
development. Traffic flow is
12,600 vehicles daily.
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LAND SALES MAP
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VALUATION OF LARGER PARCEL - LAND (Cont.)

The following paragraphs discuss each comparable and the factors warranting
adjustment for comparison with the subject’s larger parcel.

Sale 1 is a 7.30-acre CT-zoned parcel located in Waldport’s Bayshore area northwest of
the bridge. This property fronts Alsea Bay and also contains 2.96 acres of tideland. The
upland area totals 4.34 acres. This parcel sold in October 2010 for $405,000 or $2.14/SF
net of the tidelands. By comparison with the subject parcel, Sale 1 is similar in property
rights and no adjustments are needed for financing, conditions of sale, time of sale,
access, terrain, zoning, or the parcel size differential. While a downward adjustment is
necessary for Sale 1’s superior shape, this adjustment is outweighed by upward
adjustments for Sale 1’s inferior locational attributes, traffic flow, utilities, and the lack of
offsite improvements. Overall, Sale 1 suggests that the land value of the subject parcel is
significantly greater than $2.14/SF.

Sale 2 represents the December 2012 sale of a 19,600 SF parcel located along Bay
Boulevard in Newport’s Bayfront district. This parcel sold for $415,000 or $21.17/SF. The
W-2 zoning designation allows marine-oriented uses as well as many commercial uses. By
comparison with the subject parcel, Sale 2 is similar in property rights and utility
availability. No adjustments are needed for financing, conditions of sale, time of sale,
traffic flow, or zoning. Upward adjustments are necessary for Sale 2’s inferior access and
terrain. Conversely, downward adjustments are warranted for Sale 2’s superior locational
attributes, shape, parcel size, offsite improvements, and the presence of site
improvements with contributory value. After reviewing the adjustments, the downward
adjustments outweigh the upward adjustments. As such, Sale 2 suggests that the land
value of the subject is less than $21.17/SF.

Sale 3 is a 1.45-acre C-3 zoned parcel located at the southeast corner of Highways 101
and 20 in Newport. The parcel was subsequently developed with a Walgreens store. This
parcel sold in September 2013 for $1,512,809 or $23.94/SF; however, the price was
negotiated in 2010. By comparison with the subject parcel, Sale 3 is similar in property
rights and utility availability. No adjustments are needed for financing, conditions of sale,
time of sale, or zoning. While an upward adjustment is necessary for the cost to demolish
improvements, this adjustment is outweighed by downward adjustments warranted for
Sale 3’s superior locational attributes, access, traffic flow, terrain, shape, offsites, and
parcel size. As such, Sale 3 suggests that the land value of the subject parcel is less than
$23.94/SF.

Sale 4 is a 20,950 SF G-C zoned parcel located at the southeast corner of Highway 101
and 9t Street in Lincoln City. This parcel sold in January 2014 for $510,000 or
$24.34/SF. By comparison with the subject parcel, Sale 4 is similar in property rights
and utilities. No adjustments are needed for financing, conditions of sale, time of sale, or
zoning. Downward adjustments are necessary for Sale 4’s superior locational attributes,
access, traffic flow, terrain, shape, size, and offsite improvements. With no factors
warranting upward adjustment, Sale 4 suggests that the subject’s land value is less than
$24.43.




VALUATION OF LARGER PARCEL - LAND (Cont.)

Item S involves the pending escrow of 2.33 acres of I-1 zoned property located just
southeast of the subject parcel along Highway 101. The escrow price is $1,525,000 or
$15.03/SF. This parcel is being purchased by the City of Newport for redevelopment
purposes despite some of the buildings having contributory value. By comparison with
the subject parcel, Item 5 is similar in property rights, locational attributes, traffic flow,
and utility availability. No adjustments are needed for financing, conditions of sale, time
of sale, zoning, or parcel size. Downward adjustments are necessary for Item 5’s superior
access, terrain, shape, offsite improvements, and having building improvements with
contributory value. With no factors requiring upward adjustment, Item 5 suggests that
the subject’s land value is less than $15.03/SF.

Item 6 is the current listing of a 6.05-acre I-1 zoned property located on the west side of
Avery Street and the east side of Highway 101 in north Newport. The asking price is
$700,000 or $2.66/SF. By comparison with the subject parcel, Item 6 is similar in
property rights and utilities, with no adjustments needed for conditions of sale, access,
terrain, zoning, or parcel size. Downward adjustments are necessary for Item 6’s listing
status and its superior shape. Conversely, upward adjustments are warranted for Item 6’s
inferior locational attributes, traffic flow, and offsite improvements. With the upward
adjustments outweighing the downward adjustments, Item 6 suggests that the subject’s
land value is much greater than $2.66/SF.

Item 7 is the current listing of a 3.22-acre P-I zoned parcel located at the northwest
corner of East Devils Lake Road and Oar Avenue in Lincoln City across from the Tanger
Factory Outlet center. The asking price is $1,332,498 or $9.50/SF. By comparison with
the subject’s parcel, Item 7 is similar in property rights, utility availability, and offsite
improvements. No adjustments are needed for conditions of sale, access, zoning, or the
parcel size differential. Downward adjustments are necessary for Item 7’s listing status as
well as its superior terrain and shape. Upward adjustments are warranted for Item 7’s
inferior locational attributes, traffic flow, and the cost to demolish the existing
improvements. The upward adjustments outweigh the downward adjustments. As such,
Item 7 suggests that the subject’s land value is greater than $9.50/SF.

Item 8 is the current listing of a 2.67-acre I-1 zoned parcel located at the northeast
corner of Highway 101 and 40th Street in the subject’s neighborhood. The asking price is
$1,900,000 or $16.33/SF. By comparison with the subject parcel, Item 8 is similar in
property rights, locational attributes, utility availability, and offsite improvements. No
adjustments are needed for conditions of sale, traffic flow, zoning, or the parcel size
differential. Downward adjustments are necessary for Item 8’s listing status as well as its
superior access, terrain, and shape. With no factors warranting upward adjustment, Item
8 suggests that the subject’s land value is less than $16.33/SF.

The land value of the 10.95-acre subject parcel is estimated after considering the market
data assembled for this analysis, the adjustments identified in the preceding discussion,
the characteristics of this parcel, and current market conditions.




VALUATION OF LARGER PARCEL - LAND (Cont.)

The market data indicates unadjusted prices between a relatively wide range of $2.14 to
$24.34/SF. After considering differences between these comparables and the subject
parcel, Comparables 1, 6, and 7 suggest a land value greater than $2.14 to $9.50/SF
while the remaining comparables suggest a land value less than $15.03 to $24.34/SF.

Based on the preceding analysis, the parcel’s attributes, and current market conditions,
the land value of the 10.95-acre subject parcel is estimated to be $12.00/SF.

Please note that the client requests the value of the larger parcel be presented on a $/SF
basis rather than estimating the total land value for the larger parcel.




VALUATION OF ACQUISITIONS & VACATIONS

As stated earlier in this appraisal report, the City of Newport wishes to acquire road right
of way and utility easements to better serve the proposed OMSI Coastal Discovery Center
on the adjacent property west of the subject. The existing road network is insufficient to
serve the OMSI property as proposed. In addition, the City intends to vacate the segment
of Anchor Way which lies west of the existing signalized intersection with Highway 101.
ODOT intends to develop a new signalized intersection one block south at 35th Street and
the signalized intersection at Anchor Way will be removed. With regard to the subject
property, the City wishes to acquire three fee takings and one permanent public utility
easement. In addition, Anchor Way will be vacated adjacent to the subject property, with
a portion of the vacated right of way subsequently transferred to the adjacent property
owned by Murry.

The Proposed Subdivision Plat on the following page highlights the various acquisitions
and vacations involving the Investors XII LLC property. Photographs of the fee taking,
easement, and vacation areas are located just prior to the Property Description section of
this appraisal report. As cited earlier in this report, the City intends to acquire the fee
takings and utility easement under a willing-seller scenario and not under the threat of
condemnation using the City’s right of eminent domain. It is noted that a portion of the
Anchor Way road vacation is currently covered with asphalt-paved roadbed; however, the
City has instructed the appraiser not to include any contributory value pertaining to the
existing roadbed in the valuation of the road vacation.

The three fee takings total 30,941 SF. The 18,162 SF fee taking is situated along the
Abalone Street right of way abutting the west side of the subject property. The 9,238 SF fee
taking is situated along the 35t Street extension near the subject’s south boundary while
the 3,541 SF fee taking is a remnant area lying south of the 35th Street extension.
Currently, the three takings are covered with native grass & shrub cover. There are no
developed site improvements present.

The public utility easement measures 27 feet wide, totals 1,836 SF, and is situated north of
the 35th Street extension and within a portion of Anchor Way. This easement has an
irregular shape and will be used for public utility systems. This area is currently covered
with native grass & shrub cover as well as including a segment of old chain link fencing.

The Anchor Way road vacation anticipated to be transferred to the Investors XII LLC
property totals 20,541 SF. This road vacation has an irregular shape with a portion
including some of the existing asphalt-paved roadbed. The City indicates that 1,356 SF of
this road vacation will subsequently be transferred to the Murry property (to the east).
This re-conveyance is noted on the Subdivision Plat, but the boundaries of the re-
conveyed area are not delineated on the plat.
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PROPOSED SUBDIVISION PLAT
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VALUATION OF ACQUISITIONS & VACATIONS (Cont.)

Value of the Land within the Fee Takings

For the acquisition involving a fee taking, the unit value of the larger parcel (land only)
before the taking is applied to the area taken in fee in order to derive compensation for
the fee taking of land.

As cited earlier in this appraisal report, the sizes of the fee takings are preliminary and
may be revised. As such, the City requests that the value of the fee takings be estimated
and presented on a $/SF basis rather than calculating the total value of the fee taking
segments.

The subject’s land value before the fee taking was estimated using the Sales Comparison
Approach. The value of the subject’s land is estimated to be $12/SF. As the fee taking
requires conveyance of the entire ownership rights of land within the fee taking area,
compensation for the fee taking is equivalent to the fee value of the land. As such, the
land value of the fee takings is $12/SF.

Value of the Land within the Permanent Public Utility Easement

The City wishes to acquire a 1,836 SF permanent public utility easement which will be
used for municipal utility systems (water and sanitary sewer). This permanent utility
easement will allow the property owner to utilize the land area for site & landscaping
improvements.

In estimating the value of a permanent easement, consideration is given to the restrictions
on use imposed on the encumbered land as a result of the easement. For most permanent
easements, the property owner is allowed to place certain site and landscaping
improvements within the easement’s boundaries, yet no structures are allowed. This
restriction allows the municipality or a utility provider quick access to the utility
infrastructure in case of repair. Overall, the property owner retains surface-use rights of the
easement area.

It is noted that the permanent easement does not hinder access to or through the larger
parcel. Furthermore, this easement does not adversely impact the parcel’s marketability or
development potential. Adequate area outside the easement area remains available for the
subject’s highest & best use.

The appraiser reviewed easement acquisitions from numerous parties during the past few
years. Easement acquisitions were specifically reviewed involving various coastal and
Willamette Valley municipalities, counties, as well as the Oregon Department of
Transportation. For easements with minimal limitations of use, prices paid have ranged
between 20 and 30 percent of the fee value of the larger parcel (on a per square foot basis).
Please note that this range represents new easements acquired over land with no existing
easement encumbrances. For easements that impair a parcel’s development potential, a
higher rate exceeding 50 percent is typical. For those easements that restrict the property
owner from all surface use of the easement area, the easement acquisition was 100 percent
of the fee value.




VALUATION OF ACQUISITIONS & VACATIONS (Cont.)

In consideration of the attributes of the permanent public utility easement, the value of the
acquired permanent easement is estimated to be 30 percent of the fee simple value of the
land within the larger parcel. As previously stated, the land value of the larger parcel was
estimated to be $12.00/SF. Applying a 30 percent rate to the $12.00/SF fee land value
results in a $3.60/SF loss in value for the land within the permanent public utility
easement. This $3.60/SF figure is representative of the land value of the permanent public
utility easement.

The City requests that the total value of the permanent easement be estimated for this
appraisal assignment rather than merely citing the easement’s value on a $/SF basis.
Applying the $3.60/SF unit value of the easement to the 1,836 SF of permanent public
utility easement area results in a $6,610 land value for the permanent utility easement.

Value of the Land within the Anchor Way Road Vacation

The City intends to vacate Anchor Way west of its intersection with Highway 101. As shown
on the Proposed Subdivision Plat, 20,541 SF of this vacated roadway is to be assembled
into the subject property. However, 1,356 SF of this vacation will be transferred to the
adjacent Murry property.

The City indicates that the Anchor Way roadway is within the I-1 (Light Industrial) zone.
The Investors XII LLC property is zoned C-1 (Retail and Service Commercial) zone. In
addition to the I-1 zone allowing light industrial uses, this zone also allows an array of
commercial uses that are appropriate for a commercial corridor. When assembled with the
adjacent Investors XII LLC property, the vacated roadway will enjoy the same unit value as
the remainder of the property. As previously stated, the land value of the Investors XII LLC
property is estimated to be $12.00/SF. Typically, road vacations are valued based on their
“Across the Fence” value as if assembled with the adjacent property. This methodology is
also utilized for railroad corridor properties or abandoned railroad segments.

If the City were to abandon the roadway and not assemble the property with the abutting
property(s), then the resulting vacated parcel would typically lack the site dimensions
required under City & County criteria for a new tax lot, or have severe marketability and
development issues as a stand-alone parcel. As such, vacated roadway segments are
typically assembled with the adjacent parcel(s).

It is noted that the Anchor Way road vacation still allows the property owner(s) to access
the highway, but on a more limited basis (right-in/right-out only). The roadway is not being
encumbered with access easements benefiting other properties south of the subject or
additional public utility easements. As assembled, the vacated area increases the Investors
XII LLC land size and provides the property owner will the ability to utilize the vacated area
in a similar manner as is available for the balance of the property.

Please note that the sizes of the road vacation are preliminary and may be revised. Due to
this factor, the City requests that the value of the road vacation be estimated on a $/SF
basis rather than calculating the total value of the road vacation. Based on the preceding
analysis, the value of the Anchor Way road vacation is estimated to be commensurate with
the $12.00/SF land value of the Investors XII LLC property.
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The Anchor Way road vacation entitled to the Investors LLC property totals 20,541 SF.
However, the City indicates that 1,356 SF of this road vacation will be subsequently
conveyed to the adjoining Murry property which is situated on the east side of Anchor Way.
The value of the vacation area to be transferred to Murry is the same $12.00/SF value as
estimated for the entire road vacation granted to the Investors XII LLC property.

Value of the Improvements within the Acquisition & Vacation Areas

As previously stated, the subject property contains no site improvements which have
contributory value to the subject’s highest and best use. As such, the segments of chain
link fencing within the fee taking area have no value. With regard to the asphalt paving
within the Anchor Way road vacation, the City has instructed the appraiser not to include
any contributory value pertaining to the existing roadbed in the valuation of the road
vacation. As such, there are no improvements requiring valuation for this assignment.

Compensable Damages and Special Benefits

The larger parcel’s size before the takings & vacations is 10.95 acres. This parcel size is
reduced to 10.24 acres after the loss of the three fee takings, but is increased to 10.68
acres after the assemblage of the Anchor Way road vacation (net of area transferred to
Murry). The remainder parcel’s size, shape, and other attributes do not change the
parcel’s highest & best use, marketability, or unit value relative to the larger parcel before
the taking. While the road vacation eliminates one public road frontage serving the
property, the area within the road vacation can still be used to access the property from
Highway 101.

Given the preceding factors, the subject does not incur compensable damages as a result
of the acquisitions, nor are any special benefits derived which enhance the value of the
remainder property.

Final Value Estimates
As previously stated, the City requests certain value estimates be presented on a $/SF

basis while the permanent public utility easement be presented on a lump sum basis. The
value estimates calculated in this appraisal report are summaries as follows.

Value Component Value Estimate
Larger Parcel
. $12.00/SF
10.95 Acres in two tax lots
Fee Takings
. ; $12.00/SF
Three fee takings totaling 30,941 SF (18,162 + 9,238 + 3,541)
Permanent Public Utility Easement $6,610
1,836 SF near south boundary ($3.60/SF x 1,836 SF)
Anchor Way Road Vacation
. $12.00/SF
20,541 SF along portion of east boundary
Road Vacation to be Conveyed to Murry Propert
y Ty Froperty $12.00/SF
1,356 SF
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Real Estate Appraisal & Consultation
1809 Sunburst Terrace NW
Salem, OR 97304
Tel: (503) 585-6656
Fax: (503) 585-6444
Email: 1billadams@comcast.net

July 16, 2014

Investors XII LLC
830 OHare Parkway #100
Medford, OR 97504

RE: Appraisal Assignment for South Beach Project in Newport

Greetings:

I have been hired by the City of Newport to prepare a real estate appraisal of your property
located between Anchor Way and Abalone Street in Newport’s South Beach Area. The City
will be abandoning certain road right of way as well as acquiring new right of way and
permanent easements. These acquisitions/abandonments are deemed necessary by
Newport’s Urban Renewal Agency to facility OMSI’s Youth Camp proposed west of your
property as well as develop/improve other roadways in this vicinity. I understand the City
has already contacted you regarding this project. My contact at the City is Mr. Derrick
Tokos (Community Development Director). His phone number is (541) 574-0626.

In order to prepare my appraisal, I need to conduct a property inspection. I would like to
coordinate with you (or your property representative) an appropriate time for the inspection.
I would welcome the opportunity to discuss the property with you (or your designated
representative), including any sales activity you would like me to be aware, or any
questions you have regarding my assignment. The acquisition/abandonment areas have
already been staked and I hope to conduct my inspections in the next few weeks.

Please contact me at your earliest convenience in order to set an inspection time. If you
choose not to accompany me on an inspection, I would appreciate a letter, email, or a

phone call so that I may proceed with the assignment. You are welcome to submit any
information that you wish to have considered for this appraisal assignment.

Sincerely,

7/ s 2 p

William E. Adams, MAI, MRICS
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Land Sale 1. (A4-380)

Land Sale 2. (A7-684)
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Land Sale 3. (A7-686)

Land Sale 4. (A7-691)
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Land Sale 5. (A7-683)

Land Sale 6. (A4-342)
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Land Sale 7. (A7-690)

Land Sale 8. (A4-345)

William E. Adams, MAI 65



QUALIFICATIONS

William E. Adams, MAI
1809 Sunburst Terrace NW
Salem, OR 97304
Telephone (503) 585-6656
Fax (503) 585-6444
Email: 1billadams@comcast.net

ASSOCIATION

Appraisal career commenced in 1984. The appraisal offices of William E. Adams, MAI opened in Salem,
Oregon in August 1999. Between May 1995 and August 1999, William E. Adams, MAI was associated
with the commercial real estate appraisal firm of Herrmann & Company in Salem, Oregon. Prior to May
1995, William E. Adams, MAI was a partner with the appraisal firm of Adams, Bambas & Willmette in
Stockton, California.

PROFESSIONAL AFFILIATIONS

Member of the Appraisal Institute - Designated MAI (No. 9396)

Member of the Royal Institution of Chartered Surveyors — Designated MRICS (No. 1289469)
Member of the Oregon Society of Farm Managers and Rural Appraisers

State of Oregon - Certified General Appraiser No. C000495

EDUCATION
Willamette University, Salem, Oregon; Bachelor's Degree majoring in Economics and Psychology, 1983.

Appraisal Institute: All required courses for MAI designation, and continuing education requirements
have been met.

EXPERIENCE

Clients include many individual property owners and corporations; various agencies of the United
States of America; the State of Oregon; the State of California; several counties and cities in Oregon and
central California; public utilities; banks and other lending institutions; insurance companies;
attorneys and accountants; school districts; and assessment districts.

Assignments were for private purchases and sales; loan and public financing; damage loss; trades; ad
valorem and inheritance taxation matters; bankruptcy proceedings; and public acquisitions through
condemnation.

Aside from typical commercial, industrial and residential properties, assignments include residential
subdivisions and PUDs; master planned communities; mortuaries; auto dealerships; athletic clubs;
general and factory outlet retail centers; professional and medical offices; marinas; urban transition
property; agricultural and rural property; proposed industrial and business parks; bond districts;
school and park sites; surface mines; sanitary landfills (Class II and III); property slated for right of way
acquisition; contaminated lands; environmentally sensitive lands; industrial manufacturing and
warehousing facilities; forest and governmental land; and other issue or special use property.
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APPRAISAL REPORT
Richard G. Murry Property
3234-3414 S. Coast Highway

South Beach Area
Newport, Oregon

VALUATION DATE

July 25, 2014

PREPARED FOR
Mr. Derrick Tokos

Community Development Director
City of Newport

PREPARED BY

William E. Adams, MAI, MRICS
1809 Sunburst Terrace NW
Salem, Oregon 97304

File No.: 140702c
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Real Estate Appraisal & Consultation
1809 Sunburst Terrace NW
Salem, OR 97304
Tel: (503) 585-6656
Fax: (503) 585-6444

August 7, 2014

Mr. Derrick Tokos

Community Development Director
City of Newport

169 SW Coast Highway

Newport, OR 97365

RE: Appraisal Assignment -—- Value Estimates involving Murry Property
West Side of Highway 101 in Newport

Dear Mr. Tokos:

At your request, I have prepared a real estate appraisal estimating market value estimates
for various acquisitions and vacations within or adjacent to the above-referenced property
in the South Beach area of Newport. Please note that Highway 101 in the subject’s vicinity
is locally identified as South Coast Highway. Specifically, the City wishes to acquire one fee
taking and one permanent utility easement from the property. In addition, a segment of
Anchor Way will be vacated by the City and assembled into the Murry property. The three
tax lots comprising the Murry property total 3.42 acres, are zoned I-1 (Light Industrial), and
are currently developed with multiple buildings occupied by an automobile dealership and
light industrial uses.

The valuation date for this appraisal assignment is July 25, 2014, coinciding with the
property’s inspection date. The interest appraised is the fee simple estate. The intended use
of this appraisal is to assist the client (City of Newport) in acquiring the fee taking &
permanent easement, as well as vacating Anchor Way. Please note that the City intends to
acquire the fee taking & easement under a willing-seller scenario and not under the threat
of condemnation using the City’s right of eminent domain. The intended users of this report
consist of the client, the property owner, and associated parties related to the proposed
acquisitions. The use of this appraisal by anyone other than the stated intended users, or
for any use than the stated intended use, is prohibited.

This report is prepared in compliance with the current Uniform Standards of Professional
Appraisal Practice (USPAP), as formulated by The Appraisal Foundation; the Standards of
Professional Appraisal Practice and the Code of Professional Ethics of the Appraisal
Institute; and the valuation standards of the Royal Institution of Chartered Surveyors.

The appraisal report is prepared in accordance with USPAP Standards Rule 2-2(a). The

scope of work utilized for this assignment is considered typical for this property type, the
proposed transaction, and the intended use.
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RE: Murry Property
Page Two

The Preliminary Subdivision Plat provided by the City shows the location and boundaries of
the fee taking, the permanent utility easement, and the area proposed for road vacation. It
is noted that a portion of the road vacation is currently covered with asphalt-paved
roadbed; however, the City has instructed the appraiser to not include any contributory
value pertaining to the existing roadbed in the valuation of the road vacation.

The subject property is developed with multiple commercial & light industrial buildings in
accordance with Newport’s I-1 zoning criteria. None of the buildings are impacted by the
proposed acquisitions, nor are any compensable damages incurred by the remainder
property. As such, only the subject’s land is valued for this appraisal assignment. The
values associated with the fee taking, permanent utility easement, and road vacation are
estimated using the appropriate valuation methodology but subject to the -client’s
instructions under this willing-seller scenario. The client indicates that the sizes cited in
the Preliminary Subdivision Plat may be revised. As such, the client requests that the
values of the larger parcel, the fee taking, and the road vacation be presented on a $/SF
basis while the values of the permanent utility easement and the affected site
improvements are presented lump sum.

The appraiser has sufficient education and experience in valuing similar properties to
satisfy the competency provision of the Uniform Standards. The reported values are not
based on requested values and the appraiser was acting independently of the client during
the course of this assignment.

Reference to the Assumptions and Limiting Conditions section of the attached report is
recommended for a complete understanding of the basis on which the value of the subject
property and the various acquisitions/vacations are predicated. This assignment does not
utilize any extraordinary assumptions or hypothetical conditions (as defined by USPAP).

After considering all of the data assembled for this appraisal assignment, the value
estimates pertaining to the fee taking, permanent utility easement, and the road vacation
as of the July 25, 2014 valuation date are estimated to be:

Value Component Value Estimate
Larger Parcel
. $14.00/SF

3.42 Acres in three tax lots
Fee Taking for 35th Street Extension

$14.00/SF
8,722 SF
Permanent Public Utility Easement $1,037
247 SF near south boundary ($4.20/SF x 247 SF)
Anchor Way Road Vacation

$14.00/SF
18,580 SF along west boundary
Road Vacation to be Conveyed to Murry Property from
Adjacent Investors XII Property $12.00/SF
1,356 SF
Contributory Value of Affected Site Improvements $3,005
Asphalt, Parking Bumpers, Gravel, Display Sign ’
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RE: Murry Property
Page Three

The reasoning and analysis leading to these conclusions are discussed in the following
appraisal report.

Sincerely,

William E. Adams, MAI, MRICS
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SCOPE OF THE APPRAISAL

The Oregon Museum of Science and Industry (OMSI) intends to develop the Coastal
Discovery Center on their land located in the South Beach area of Newport. Currently, the
road network within and serving the OMSI property and adjacent property is insufficient to
serve the OMSI property as proposed. The City of Newport intends to vacate certain
roadways in proximity to the OMSI property as well as acquire various fee takings &
easements for new roadways and utility systems. In addition, ODOT intends to remove the
signalized intersection at Anchor Way and Highway 101 and install a new signalized
intersection at 35th Street and Highway 101 (one block south). The City of Newport intends
to vacate the segment of Anchor Way which lies west of the existing signalized intersection
and acquire new right of way for the 35th Street extension that will travel west of the
Highway 101 signalized intersection and connect with Abalone Street. This appraisal
assignment estimates values for the acquisition of one fee taking and one permanent utility
easement from the improved property owned by Richard Murry. In addition, the assignment
estimates the value of the Anchor Way road vacation being conveyed to the property owner
by the City and the portion of the vacation area being transferred to the property owner
from the adjacent owner (Investors XII LLC). This appraisal assignment involved the
following scope of work.

o A physical inspection of the subject was performed by William E. Adams, MAI on
July 25, 2014, with this date setting the valuation date for the appraisal
assignment.

Q A search of all available resources was made to identify market trends,
comparable sales data, and other significant factors affecting the subject’s value
estimates.

< Market data were verified, photographed, and physically inspected. Market data
was confirmed by a party to the transaction and supplemented by information
obtained from the local multiple listing service (MLS), deeds, county records, or
other informed parties.

@ The subject’s highest & best use was determined.

Qo The subject’s larger parcel (land only) is valued using the Sales Comparison
Approach. This approach is also used to estimate the various value components
being acquired or vacated. Per the client’s instructions under their willing-seller
purchase scenario, the vacation estimate does not include any value attributed
to the existing roadbed within Anchor Way. This appraisal report is prepared in
accordance with USPAP Standard 2-2(a). No extraordinary assumptions or
hypothetical conditions are used for this appraisal.

< Interviews were conducted with persons considered informed regarding the
subject property and similar properties, including real estate professionals,
property owners, and various departments of the City of Newport, Lincoln
County, and the State of Oregon.
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DEFINITIONS

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

(a) both the buyer and seller are typically motivated;

(b) both parties are well informed or well advised, and both acting in what they consider their
own best interest;

(c) a reasonable time is allowed for exposure in the open market;

(d) payment is made in terms of cash in United States dollars or in terms of financial
arrangements comparable thereto; and

(e) the price represents the normal consideration for the property sold, unaffected by special or

creative financing or sales concessions granted by anyone associated with the sale.!

Fee Simple Estate is 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.2

Value As Is is the value of specific ownership rights to an identified parcel of real estate as
of the effective date of the appraisal; relates to what physically exists and is legally
permissible and excludes all assumptions regarding hypothetical market conditions or
possible rezoning.3

Highest and Best Use 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, financially feasible, and maximally
productive”.4

Marketing Period is an estimate of the amount of time it might take to sell an interest in
real property at its estimated market value during the period immediately after the effective
date of the appraisal; the anticipated time required to expose the property to a pool of
prospective purchasers and to allow appropriate time for negotiation, the exercise of due
diligence, and the consummation of a sale at a price supportable by concurrent market
conditions. Marketing period differs from exposure period, which is always presumed to
precede the effective date of the appraisal.s

Based on the market conditions, market data and the subject’s attributes discussed in this
appraisal report, a marketing time not to exceed one year is considered reasonable for the
subject property. Similarly, the subject’s exposure period is estimated to not exceed one
year. These time estimates presume that the subject property is aggressively marketed at
the appraised value through normal marketing channels appropriate for the property type.

Uniform Standards of Professional Appraisal Practice, 2014, The Appraisal Foundation.

1

2 The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, the Appraisal Institute, p.78.
3 Ibid., p. 206
4
5

Ibid., p. 93
Ibid., p. 121




ASSUMPTIONS AND LIMITING CONDITIONS

General Assumptions and Limiting Conditions

1. The report and all matters contained within are prepared on behalf of the addressee
only. No responsibility is assumed for its possession, use or reliance on either factual data
or conclusions by anyone other than the addressee. It is intended for use only for the
purpose stated herein, and only in its entirety.

2. No opinion as to title is rendered. The estimated values are based on the assumption
that the property is free of liens such as mortgages, deeds of trust, and judgments, and is
not burdened by any other encumbrances including easement restrictions, special
assessments, bonds, leases or other similar matters, except those specifically noted in the
report.

3. The sketches and maps in the report are prepared to aid the reader in visualizing the
property, and are based on field investigations conducted for this assignment. Dimensions
and descriptions are based on public records, the property inspection, and information
furnished by others, and are not meant to be used as references in matters of survey.

4. Information supplied by others and considered in the valuation is believed to be reliable,
but no further responsibility is assumed for its accuracy.

S. No responsibility is assumed for matters which are legal in nature, including the validity
or accuracy of the property's legal description.

6. The value of oil, gas and mineral rights, if any, was not considered in the value
estimated in this appraisal assignment.

7. The appraisal report is prepared in accordance with USPAP Standard 2-2(a). Retained in
the appraiser’s bulk file are interview notes, maps and illustrations not included in the
appraisal report, as well as third-party reports, area data and duplicative property, market
and cost data that may or may not have been used for the development of the value
conclusion.

8. No responsibility is assumed for any environmental conditions, or for any expertise or
engineering knowledge required to discover them. The descriptions and resulting comments
presented in this report are the results of routine observations made during the appraisal
process. The appraiser is not qualified to make any type of environmental judgment
regarding the subject property. The value(s) estimated in this report are predicated on the
assumption that there are no such materials in, on, or near the property that would cause
a loss in value.

9. The estimates contained in this report are the opinions of the appraiser, based upon his
independent interpretation of the data provided to or accumulated by him, and are not
intended in any way to constitute a guarantee of value.




ASSUMPTIONS AND LIMITING CONDITIONS (Cont.)

10. No encroachment of real property improvements is assumed to exist.

11. The appraiser disclaims responsibility for the ability or inability of the present owner,
or any future purchaser or lessee, to obtain the permits, licenses, environmental impact
studies, or other approvals necessary for the successful operation of the property for its
highest and best use, or to the use contemplated by any owner, purchaser or lessee. The
appraiser disclaims responsibility for, and renders no opinion on, conformity to specific
governmental requirements, such as fire, building and safety, earthquake or occupancy
codes, which conformity cannot be assumed without provision of specific professional or
governmental inspection.

12. Those who use this report are cautioned that any forecasts shown herein are intended
to illustrate the attitudes and projections of those persons and entities comprising the real
estate market at the date of valuation. Such attitudes and projections change from time to
time consistent with changes in the real estate market, supply and demand, investor
attitudes, and general economic conditions. However, the projections shown are thought to
approximate investor attitudes and current trends and conditions at the date of valuation.
Inasmuch, however, as the projections are based upon assumptions and estimates of
future events, no opinion is offered or expressed on the achievability of the projections and
estimates.

13. Testimony or participation in any litigation or arbitration by reason of this appraisal
shall not be required unless arrangements have previously been made.

14. The Americans with Disabilities Act (ADA) became effective February 26, 1992. The
appraiser has not made a specific survey or analysis of the subject property to determine
whether or not the physical aspects of the improvements (if any) meet the ADA accessibility
guidelines.

15. This appraisal assumes competent management and/or ownership of the subject
property.
Hypothetical Conditions and Extraordinary Assumptions

This assignment does not utilize any hypothetical conditions or extraordinary assumptions
(as defined by USPAP).




APPRAISER’S CERTIFICATION

I do hereby certify that, except as otherwise noted in this appraisal report:

10.

11.

12.

13.

14.

William E. Adams, MAI

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

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

I have no present or prospective interest with respect to the parties involved.

I have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

My engagement in this assignment was not contingent upon developing or reporting
predetermined results. Future employment is not dependent upon reporting a specified
value. Neither employment nor compensation are dependent upon the approval of a
loan application.

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

My analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Appraisal Institute’s Code of
Professional Ethics and the Standards of Professional Practice; the Appraisal
Foundation’s Uniform Standards of Professional Appraisal Practice ("USPAP"); and the
valuation standards of the Royal Institution of Chartered Surveyors.

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

As of the date of this report, I have completed the continuing education program for
Designated Members of the Appraisal Institute.

I made a personal inspection of the property that is the subject of this report as well as
the market data utilized in the analysis.

No one other than the undersigned provided assistance in preparing this appraisal
report.

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

I have acquired through study and practice the necessary knowledge and experience to
complete this assignment competently.

I have not performed a prior appraisal or other service involving this subject property
during the past three years.

William E. Adams, MAI, MRICS
Oregon General Appraisal Certificate C00495
Expires 11-30-2014
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AREA AND NEIGHBORHOOD ANALYSIS
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AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Area Analysis

The subject property is situated in the Newport city limits within Lincoln County. The
subject is specifically located in the Newport’s South Beach area in proximity to
commercial, industrial, and mixed-density residential uses.

Lincoln County extends along 55 miles of the Central Oregon Coast from Cascade Head on
the north to Cape Perpetua on the south. The County extends inland between 14 and 24
miles. The City of Newport is situated at the midpoint of Lincoln County’s coastline and
includes the entry to Yaquina Bay and the Yaquina River. Newport is also the county seat
of Lincoln County and the largest city in the County. Lincoln City is the county’s second
largest city, being located approximately 24 miles north of Newport and approximately 60
miles west of Salem. Lincoln City includes the entry to the Siletz Bay and Siletz River. The
City of Waldport is located approximately 14 miles south of Newport and contains the entry
to the Alsea Bay and Alsea River. Newport, Lincoln City, and Waldport are the three largest
communities along Lincoln County’s coastline.

The area’s climate is predominantly influenced by the Pacific Ocean. This coastal marine
climate produces high precipitation in excess of 60 inches annually, with only minimal
freezing or snow accumulation. Soil conditions are generally stable and conducive to
development along the coastal plain, but are less stable in portions of the Coastal Range
and the County’s interior. Agricultural production is evident in bottom lands located along
several rivers.

Lincoln County’s 2013 population was estimated to be 46,560 residents, which reveals a
slight increase of 0.6% from 2012. Newport’s 2013 population was 10,160 residents,
revealing a 1.0% increase from its 10,150 population in 2012. Lincoln City revealed a
population of 8,020 residents during 2013, which is only up a nominal 0.7% from 2012.
Waldport’s 2013 population of 2,050 was up 0.5% from 2012. It is noted that 2014
population figures have not yet been released. During the past few years, many coastal
communities have witness initial population declines and more recently nominal population
increases. No significant population growth has occurred. The lack of population growth in
this coastal region is attributed to a slow rebound from the recent recession, a decline in
tourism, and limited employment opportunities.

Aside from incorporated cities, Lincoln County boasts a number of unincorporated towns,
including a significant number along Highway 101 and the coastline. Most of these towns
include tourist-oriented businesses; however, some are also witnessing growth in
residential and rural residential developments. The County’s population within
unincorporated areas remains the largest population segment in the County; however, the
population in unincorporated areas has also declined in recent years.

Historically, Lincoln County has been recognized as a regional destination tourist and
recreation area. The coastline offers scenic beauty; a variety of recreational opportunities
including ocean fishing, whale watching, fishing along the river systems and inland lakes;
and camping, hiking, & hunting opportunities inland along the Coastal Range. Developed
tourist attractions include many golf courses, the Tanger Outlet Center in Lincoln City, the
Chinook Winds Casino and Convention Center (Lincoln City), the Oregon Coast Aquarium
(Newport), and the OSU Hatfield Marine Sciences Center (Newport).



AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Numerous parks, waysides, and campgrounds are managed by Lincoln County, the State of
Oregon, and the U.S. Forest Service. Within Lincoln County, the State manages 9 Coastal
Waysides and 15 State Parks in proximity to Highway 101. Of these State Parks, 11 are
day-use only and the remaining 4 parks offer overnight camping.

The Coastal Mountain Range separates this coastal region from the Willamette Valley, yet
the relatively short 1-2 hour drive time between the valley and the coast provides many
opportunities for valley residents to maintain coastal vacation homes or enjoy weekend
getaways. The scenic beauty of this region also attracts vacationers from across the
country, with many travelers choosing to drive the majority of the Oregon Coastline along
Highway 101 and provide tourist dollars to numerous coastal communities.

These recreation attractions have led to a significant in-migration of residents in recent
decades, particularly retirees; and this in-migration has spurred the housing industry as
well as development of commercial retail and commercial service uses necessary to provide
goods and services to the expanding population base. Aside from retirees, another active
market segment for housing in this Coastal area is second-home or seasonal home buyers.

Historically, the County’s average household income showed modest growth and was
influenced by the larger number of entry level jobs in the seasonal tourism and seafood
processing industries. While a relatively large percentage of in-migration is retirees, demand
for goods and services by this expanding population base bodes well for higher employment
needs and increased household incomes in the services and professional sectors. While
diversification is evident in employment, a large percent of local businesses and jobs in
these coastal communities still rely on tourism.

Lincoln County and the Central Oregon Coast represent a diversified area with a heavy
economic emphasis on tourism as well as a weakened but historical influence by
commercial fishing and forest product industries. Much of the Coast Mountain range is
managed for timber harvest, with trees being exported to mills in both the coast and valley
regions. Due to recent international demand, an increase in timber exports to the Asian
market is evident. As a result of its economic makeup, the region experiences higher
unemployment rates and lower than average per capita incomes than those found in the
metropolitan areas along the Willamette Valley/Interstate S corridor, approximately 60
miles east. To create additional diversity, Lincoln County has targeted forest products,
software, and high technology industries as new growth industries for the region. In the
near future, the area’s economy will continue to be sensitive to any downturns in the state
and national economies and their effect on tourism. However, the economic health of the
area can be expected to grow at a moderate rate with additional diversification.

The largest manufacturing employer in Lincoln County is the Georgia Pacific pulp and
paper mill in Toledo with approximately 500 workers. Other major employers include
various school districts, the Confederated Tribes of the Siletz Indians, Samaritan Health
Services, County Government, the Marine Science Center, Salishan Lodge & Resort, and
Walmart.

The area’s location with access to major highways and abundance of accommodations,
stores, restaurants, and recreational opportunities makes the area desirable as a tourist
destination. The region continues to be a tourist draw despite recent declines in tourism.




AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Despite the preceding factors, Lincoln County continues to witness housing demand by
retirement age residents. The area’s scenic beauty, mild climate, and availability of medical
and social services make Lincoln County attractive to retirees. A high percentage of the
population in these communities is over the age of 55 and many rely on fixed income
sources such as pension funds and Social Security, and are not generally affected by
economic cycles. As a result, their presence adds stability to the local economies.

Newport’s economy is oriented to tourism and fishing, with numerous seafood plants
located along the bayfront. While Newport’s tourist base is increasing, the fishing industry
is declining. NOAA opened its Pacific Fleet Marine Operations Center in Newport a few
years ago. Recently, Newport was selected as the future site for the Pacific Marine Energy
Center, a $25-millon wave energy research test site. Newport continues to encourage a
more diversified economic base.

Lincoln City is heavily influenced by the tourist industry and lacks a harbor for commercial
fishing enterprises. No timber or timber-related industries are located in Lincoln City. The
highest employment sector in Lincoln City is retail trade. The Chinook Winds Casino and
the Tanger Outlet Center are large tourist draws and employment providers.

Waldport’s economy is heavily influenced by tourism and recreation. No timber-related
industries are located in Waldport. While Waldport is home to Alsea Bay, no commercial
fishing or processing industries are present. Generally, Waldport has a limited industrial
base; although an increasing number of commercial service and light industrial businesses
are locating in this community.

Highway 101 is the primary coastal highway along the Oregon Coast. At the north end of
Lincoln City, Highway 101 extends in a northeasterly direction, eventually linking with
Highways 18 and 22 serving the mid and upper Willamette Valley. Near Newport, Highway
20 extends eastward to the Willamette Valley in proximity to Corvallis. In Waldport,
Highway 34 extends eastward to Corvallis. Aside from the highway network, Lincoln County
includes rail service (freight) serving Yaquina Bay and nearby Toledo; the Newport Airport;
and the Port of Newport. Small ports or harbors are located in Depoe Bay and Waldport.
Lincoln City and Waldport each have a small airstrip.

Newport is expected to remain a stable community in the foreseeable future with
anticipated growth in its residential and commercial base. Unless additional land is
annexed for industrial use, Newport will not witness significant growth in its industrial
base. Industrial growth is occurring, but at a modest pace.

Lincoln City is also expected to remain a stable community in the foreseeable future, with
tourism maintaining its dominant presence but diversification into other industries
anticipated. Both commercial and residential development have occurred in recent years;
although the pace of growth in housing development has declined during the past few
years.

Waldport is expected to witness some growth in the near future as the community
expanded its sanitary sewer system and is now better able to accommodate new
development. This sewer expansion project increased the land area eligible to utilize

municipal services, including a large project extending from Highway 101 to the golf course.
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AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Waldport’s sewer project encompasses several hundred acres that was purchased by a
developer for a mixed-use planned unit development. However, declining market conditions
have placed some of the land in this project in foreclosure.

New commercial development in Waldport is expected on a very limited basis with some
demand for new businesses and commercial services likely as a result of the area’s
expanding population. The supply of new commercial development will be tempered by the
relatively low inventory of available commercial land. The current inventory of improved
commercial property is considered adequate in the near term, as vacancy of improved space
is nominal. Waldport’s industrial base is anticipated to continue its nominal growth.

Neighborhood Analysis

The subject property is situated in Newport’s South Beach area which lies south of the
Yaquina Bay bridge and along the Highway 101 corridor. Highway 101 is a commercial
corridor for approximately one mile south of the bridge. Further south, Highway 101
transitions to a mixture of commercial and residential uses. Near the bridge, the subject’s
neighborhood includes marine-related businesses such as a marina and the new NOAA
facility. Also in this vicinity are the OSU Hatfield Marine Science Center, the Oregon Coast
Aquarium, and the Rogue Brewery. RV parks, light industrial uses, and retail/service uses
catering to both tourists and marine businesses are present. Commercial uses front
Highway 101 south of 32nd Street, with these uses including motels, restaurants, &
automobile sales/services catering to the highway traveler as well a variety of commercial
retail & service uses supporting the local population. Mixed-density residential uses adjoin
the commercial corridor, with home quality ranging from below-average to good. Highway
101 is the main arterial serving this neighborhood, with multiple collector streets linking
this arterial to the adjacent residential neighborhood.
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AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

The South Beach State Park encompasses significant beachfront south of the Yaquina Bay
bridge. This park has developed access from Highway 101 and generally extends from the
highway to the beach. However, the north portion of the park is situated west of developed
property accessible from Abalone Street as well as from the OMSI parcel.

While some vacant land inventory is present in this neighborhood, few parcels are currently
being marketed for sale. The City of Newport is in the process of acquiring property along
the highway for redevelopment under its urban renewal activities; however, the City has not
yet placed any property on the market for new development. The inventory of commercial
buildings available for sale or lease in this vicinity is limited, with the existing inventory
attractive to various commercial or light industrial uses.

With regard to residential uses, the inventory of homes available for sale is not excessive,
with existing listings varying in home quality from below-average to good. Some homes
enjoy an ocean or bay view. Multi-family projects witness good occupancy.

Since the recession, new construction activity in this neighborhood has been limited.
However, multiple construction projects are currently underway or in the planning stages.
New commercial construction is currently evident near the Rogue Brewery. As stated
previously, OMSI intends to build its Coastal Discovery Center on land located west of
Highway 101. This center is expected to start construction in March 2015 and be
operational in April 2016. New roadways will be constructed concurrent with the OMSI
project, and ODOT intends to remove the existing Highway 101 signalized intersection with
Anchor Way with a new signalized intersection one block south at 35t Street. This
intersection signalization project is expected to occur in 2017. These changes to the road
network are intended to provide better vehicular circulation to the OMSI Center and
adjoining property without impairing highway traffic traveling through this region.

Uses adjoining the subject include Anchor Way and undeveloped commercial land to the
west & north, the 35th Street right of way then a welding supply business & undeveloped
land to the south, and Highway 101 then a coffee kiosk, former restaurant building, and an
engine repair facility to the east. 35t Street is not developed as a public roadway on either
side of Highway 101. Currently, the right of way is developed as driveways to support the
adjoining businesses. The coffee kiosk and former restaurant building across the street
from the subject are within the parcel currently being acquired by the City of Newport for
redevelopment purposes. The City anticipates the existing buildings to be eventually
removed and the site made available for new development.

The subject’s neighborhood is considered stable, with no efforts evident to rezone land to
alternative zones. This neighborhood is expected to witness growth in the near future due
to the City’s urban renewal efforts, the construction of the OMSI facility, and improved
vehicle access to undeveloped land. The City indicates that its utility infrastructure is
sufficient to accommodate additional development in this neighborhood. This neighborhood
contains no adverse land uses or businesses that negatively impact value, marketability, or
development potential. The neighborhood is not in transition and is being developed in
accordance with current zoning.
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SUBJECT PHOTOGRAPHS (Taken July 25, 2014)

Southerly view of subject’s Highway 101 frontage. (A7-664)

Northerly view of subject’s Highway 101 frontage. (A7-662)
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SUBJECT PHOTOGRAPHS (Cont.)

Westerly view of 35th Street frontage along subject’s south boundary. (A7-663)

Southwesterly view of subject’s Anchor Way frontage near Highway 101. (A7-665)
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SUBJECT PHOTOGRAPHS (Cont.)

Southerly view of subject’s Anchor Way frontage. (A7-666)

Northeasterly view of subject’s buildings fronting Anchor Way. (A7-668)
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SUBJECT PHOTOGRAPHS (Cont.)

Easterly view of 35th Street fee taking towards center of south boundary line. (A7-673)
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SUBJECT PHOTOGRAPHS (Cont.)

East portion of 35t Street fee taking near Highway 101. (A7-678)

Westerly view of 35th Street fee taking. (A7-677)
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SUBJECT PHOTOGRAPHS (Cont.)

View of affected site improvements within east portion of fee taking. (A7-679)

View of proposed permanent utility easement in foreground. (A7-675)
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PROPERTY DESCRIPTION
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Ownership and Property History

Richard G. Murry
13398 E. Alsea Highway
Tidewater, OR 97390
(541) 867-3885

According to County records, no sales involving the subject property have occurred during
the past three years. Also, the property does not appear to be listed for sale or lease.

The appraiser’s notification letter to the property owner was sent on July 16, 2014. A copy
of the notification letter is found in the Addenda of this appraisal report. The property
owner replied to the appraiser’s notification letter via telephone on July 22, 2014, but was
unavailable when the appraiser conducted the property inspection on July 25, 2014.

According to the City of Newport, no land use, rezone, development, or other applications
are currently pending or recently approved with regard to the subject property.
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PROPERTY DESCRIPTION (Cont.)

Location and Access
3234 — 3414 South Coast Highway, Newport, Oregon.

As previously stated, Highway 101 in the subject’s vicinity is locally identified as South
Coast Highway. The subject property is situated on the west side of Highway 101 between
Anchor Way and 35th Street. Anchor Way is a local street extending along the subject’s
north and west boundaries. The 35t Street right of way is not currently developed to
municipal road standards, but is developed as a driveway serving the subject property and
the adjacent welding supply business to the south. The subject is accessible from all three
road frontages. Multiple entries are present along Highway 101 and Anchor Way. Additional
right of way is required for the development of 35th Street and the signalized intersection of
35t Street & Highway 101 (planned for 2017). In advance of this road extension and
signalization project, the City of Newport wishes to acquire a fee taking along the subject’s
south boundary. As will be discussed later in this report, the City also intends to vacate
Anchor Way along the subject’s frontage. This road vacation will still provide for the subject
to be accessible to Highway 101 from this roadway; however, the roadway will be conveyed
to the subject property and the adjoining Investors XII property to the west, with this
private roadway allowing right-in/right-out access to the highway. Overall, the subject is
considered to have good highway visibility and access.

Legal Description and Larger Parcel Determination

The subject’s current ownership owns three adjoining tax lots in this vicinity. These three
tax lots are improved with multiple buildings utilized for an automobile dealership facility
and light industrial businesses. The property owner operates the dealership facility and
uses a few of the buildings for investment as rental space. These three tax lots are
recognized as the larger parcel for the purpose of this appraisal assignment.

This larger parcel is described as a portion of the Northwest % of the Southeast % of
Section 17 in Township 11 South, Range 11 West, in Lincoln County, Oregon. The larger
parcel is also commonly described as tax lots 1200, 1201, and 1300 in Lincoln County
Assessor’s Map 11S-11W-17DB.

Land Size, Shape, and Terrain

The configuration and boundaries of the subject parcel are depicted on the Plat Map. The
larger parcel totals 3.42 acres and has an irregular shape. The parcel is situated at grade
to all three road frontages. The parcel has a level terrain with slight on-site slopes for
drainage purposes.

The subject’s elevation varies between 40 and 42 feet. The parcel has no view or amenity
features. The parcel is currently developed with multiple buildings and site improvements.
The site contains no undevelopable land due to physical characteristics.




PROPERTY DESCRIPTION (Cont.)

The subject’s soil classifications include Yaquina Fine Sand and Urban Land — Waldport
complex. The latter soil covers the majority of the parcel and is a Class 7 soil with O to 12
percent slopes. This soil is situated on stabilized dunes, has slow runoff, rapid
permeability, and severe wind erosion hazard. The Yaquina Fine Sand is a Class 4 soil with
0 to 3 percent slopes and is characterized as poorly drained, moderately rapid permeability,
a seasonal high water table, slow to ponded runoff, and severe wind erosion hazard. This
soil is poorly suited to septic drainfields due to wetness and the seasonal high water table.
Both of these soils are suitable for urban development, particularly with the use of
municipal utility services.

Present Use

The subject property contains an automobile dealership sales and service facility (Toby
Murry Motors) which carries the Nissan and Toyota lines. Additional buildings are used for
the dealership facility as well as leased investment to light industrial tenancies. The
property owner has an ownership interest in the auto dealership.

Assessed Values and Taxes

The subject’s July 25, 2014 valuation date falls within the 2014/2015 tax year; however,
Lincoln County does not intend to release tax & assessment information until the fall. The
following tax & assessment information covers the prior 2013/2014 tax year which
commenced on July 1, 2013. The land, improvements, and total values reflect the
assessor’s estimate of the real market value of the subject property. The assessed value is
used for the calculation of taxes and was estimated by Lincoln County in accordance with
Measures 47 and 50. According to the County Tax Collector’s office, the subject has no
delinquent taxes.

Assessed Valuation Date: July 1, 2013
Tax Map/Lot No(s).: 11S-11W-17DB: 1200, 1201, 1300
---- Real Market Value ---- Assessed

Account Land Improvements Total Value Taxes
R18822 (1200) $756,600 $601,310 $1,357,910 $1,070,300 $18,771.03
R21185 (1201) 54,400 0 54,400 31,590 554.02
R23437 (1300) 294,400 0 294,400 131,590 2,307.83
Totals $1,105,400 $601,310 $1,706,710 $1,233,480 $21,632.88

Zoning

The subject’s larger parcel is zoned I-1 (Light Industrial District) by the City of Newport. The
City’s Comprehensive Plan designation for this parcel is also Industrial. The parcel is not
within any overlay zones. The I-1 zoning designation permits a wide array of industrial uses
as well as most uses allowed in the City’s commercial zones. Many commercial uses
typically found along a commercial thoroughfare are allowed in the I-1 zone. Furthermore,
commercial utilization of an I-1 zoned site does not precipitate a comprehensive plan
change from Industrial to Commercial. The subject’s current site utilization is allowed in
the I-1 zone.




PROPERTY DESCRIPTION (Cont.)

Parcel and development requirements in the I-1 zone include a 7,500 SF minimum parcel
size, no minimum parcel width, a 50-foot front yard setback from Highway 101, no rear or
side yard setbacks, and a 50-foot maximum building height.

As previously stated, the City of Newport has not recently approved or is currently
evaluating any applications for partitioning, land use, Measure 37/49, rezone, or
development involving this property.

Flood, Earthquake, and Other Hazards

According to the Federal Emergency Management Agency (FEMA), the subject parcel is
situated within un-shaded Flood Zone X, depicting an area outside the 500-year flood
plain. FEMA map reference is Community Panel 41041C-0506-D, dated December 18,
2009. No LOMAs or LOMRs have been approved in this vicinity in recent years.

Western Oregon is categorized as seismic zone 3. The current probability of the occurrence
of a major seismic event has been calculated as moderate. The City indicates that the
property is not within a landslide hazard zone, a geohazard zone, a wildlife/riparian
protection zone, or contains wetlands. While the subject and surrounding lands are within
a tsunami zone, most uses allowed in the I-1 zone are still allowed within the tsunami zone.
The only exclusions are schools and government uses. The appraiser is unaware of any
environmental conditions on, in, or near the subject property that would impact
marketability, development potential, or value.

Utilities

The City of Newport currently provides municipal water and sanitary sewer service to
developed property in the subject’s vicinity. Existing utility lines are present within one or
more of the adjacent roadways. These utilities are available and in use at the subject
property. Storm drainage is handled by natural flow and private collection into nearby
drainages. Central Lincoln PUD provides electricity service and local telephone is provided
by Pioneer Telephone. Northwest Natural provides natural gas to this vicinity. According to
the City, adequate utility system capacity exists to serve development of the subject
property as presently zoned.

Street Improvements and Traffic Flow

Highway 101 in the subject’s vicinity is a 2-lane highway with two bicycle lanes, a center
turn lane, and full offsite improvements (curb, gutter, & sidewalk) along the subject’s
frontage. In proximity to the Anchor Way signalized intersection, dedicated left and right
turn lanes are present for northbound traffic.

Anchor Way extends west of Highway 101 and abuts the subject’s north and west
boundaries. This roadway contains two traffic lanes and no offsite improvements. The 35th
Street right of way is not currently developed west of Highway 101 and the subject’s south
boundary.
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PROPERTY DESCRIPTION (Cont.)

According to the Oregon Department of Transportation, the average daily traffic volume
along Highway 101 in this vicinity is 13,200 vehicles daily. No traffic flow data is available
for Anchor Way.

Easements and Encumbrances

For this appraisal assignment, the client provided the appraiser with a Lot Book Report
prepared by Western Title and dated August 6, 2013. This Lot Book Report covers the
subject and two nearby ownerships to the west & north. With regard to the subject, this
report cites various utility easements encumbering the property. These include a 1-foot
wide electrical power line easement granted to West Coast Power Company (1940), a water
pipeline easement in the south portion of the parcel granted to Lena McKevitt (1950), a
utility easement for drainage purposes along the highway frontage granted to the State of
Oregon (1971), and a 10-foot wide utility easement for overhead electrical lines granted to
Central Lincoln PUD (1980). In addition, a trust deed was granted to Oregon Coast Bank
in 2013.

Overall, there are no known easements present that are considered to adversely impact
the subject’s marketability or development potential.

Building and Site Improvements

The subject property is developed with multiple buildings and supporting site
improvements. The proposed fee taking is situated along the south property line. The
appraiser measured the distances between the nearby subject buildings and the new right
of way boundary. The distances are sufficient for continued vehicular access to these
buildings and no proximity damages are incurred. With no damage issues or other
valuation impacts to the buildings resulting from the City’s proposed acquisitions, the
appraiser did not conduct a formal inspection of the subject’s building improvements as
part of this appraisal assignment. Rather, a cursory exterior inspection was performed of
the subject property in order to determine if the improvements have remaining physical
and economic lives.

Briefly, the subject contains an automobile dealership facility and multiple metal clad
structures in the middle and south portions of the property. The building improvements
vary in age and construction components, but are generally rated as average quality &
condition, with minimal deferred maintenance evident. These building improvements are
considered to have significant remaining economic lives.

Site improvements include a paved parking & vehicle display lot in proximity to the
dealership facility and the Highway 101 frontage, with the west portion of the parcel
gravel surfaced. Some of the paved parking is striped and contains concrete vehicle
bumpers. In the southwest corner of the parcel is a gravel and grass area housing
vehicles, a boat, and a trailer. Display signs are present along the highway frontage and
chain line fencing abuts a portion of the Anchor Way frontage. Overall, the site
improvements are in average to good condition with minimal deferred maintenance
evident. It is noted that some of the paved parking lot encroaches within the existing
highway right of way.
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HIGHEST AND BEST USE ANALYSIS

Highest and Best Use as if Vacant:

The subject property is zoned I-1 (Light Industrial) by the City of Newport. The
comprehensive plan designation for the parcel is also Industrial. As such, the zoning and
comprehensive plan designations are in conformance. The I-1 zone permits an array of
light industrial as well as commercial uses. Many commercial uses typically found along a
commercial thoroughfare are allowed in the I-1 zone. Furthermore, commercial use of the
property does not require a comprehensive plan change.

The subject property is not within any overlay zones, nor do any easements exist which
negatively impact the property. The property lies outside the 100-year flood plain and
there are no wetlands, geohazard, or protection zones impacting the property. While the
property is within a tsunami zone, all uses allowed in the I-1 zone (except schools &
government uses) can be developed within the tsunami zone.

The subject lies within the Newport city limits and municipal utilities are available to the
property. Physically, the parcel has a level terrain with no view or amenity features. While
the parcel has an irregular configuration, the site has sufficient size & shape to
accommodate a variety of light industrial and commercial uses allowed in the I-1 zone.
The parcel enjoys frontage along two developed roadways including Highway 101. While
Anchor Way is scheduled to be vacated, the City indicates that the roadway could
continue to be used for access with right-in/right-out passage from the highway. In
addition, 35th Street is proposed for development in the next three years, concurrent with
the signalization of the 35th Street and Highway 101 intersection.

The property is situated along a commercial corridor witnessing minimal vacant land
inventory and a limited supply of existing commercial buildings available for sale or lease.
While the subject’s zoning allows light industrial use, the parcel’s location along a
highway in an established commercial corridor suggests that the parcel is better suited to
commercial rather than light industrial use. The City of Newport is encouraging
redevelopment of the area by acquiring property along the highway with the intention to
demolish the existing buildings and market the land for new development. The City’s
Urban Renewal efforts as well as the recent announcement of OMSI’s plans to develop the
Coastal Discovery Center are expected to spur commercial growth in this area. Aside from
activity in Newport’s South Beach area, demand for commercial land is evident within
multiple coastal communities fronting Highway 101. As shown by the market data
assembled for this assignment, commercial parcels are in demand and being purchased
for various types of commercial uses. The inventory of commercial sites being marketed
for sale is not excessive. While additional land will become available through Newport’s
redevelopment efforts, the anticipated inventory of this new commercial land is not
expected to create an imbalance of supply & demand attributes. If marketed for sale,
demand is expected to be good for the subject property. There are no neighborhood
conditions or land uses that are detrimental to the subject and the neighborhood is not in
transition to alternative uses. The subject’s presence along the Highway 101 commercial
corridor plus the proximity of supporting residential uses bode well for utilizing the
subject for commercial use.




HIGHEST AND BEST USE ANALYSIS (Cont.)

After reviewing the attributes of the subject property and the market area, the highest
and best use of the subject property is for the commercial development in accordance
with the I-1 zoning criteria.

Highest and Best Use As Improved:

As previously stated, the subject as currently developed has significant remaining
economic life. The property as presently improved is allowed under the City’s I-1 zoning
criteria. As the proposed fee taking, easement, and road vacation do not adversely impact
the subject’s building improvements, there is no need to value the subject property as
improved. As such, an analysis of the subject’s highest and best use as improved is not
performed for this appraisal assignment.
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VALUATION OF LARGER PARCEL - LAND

The subject’s larger parcel consists of a 3.42-acre site suitable for commercial
development in accordance with the City’s I-1 zoning criteria. A search for land market
data revealed eight comparables considered suitable for this analysis. These comparables
specifically consist of three current listings, one pending escrow, and four sales that
occurred between October 2010 and January 2014. While the appraiser is aware of other
sales & listings in the market area, the selected comparables are considered to be the best
available data for comparison with the subject property.

The eight selected comparables are located in proximity to Newport, Waldport, Agate
Beach, and Lincoln City. These parcels range in size from 19,600 SF to 7.30 acres, have
zoning designations allowing commercial development, and indicate unit prices between
$2.14 and $24.34/SF. For this analysis, the appropriate unit of comparison is the price
per SF.

In estimating the land value of the subject’s larger parcel, consideration is given to
property rights conveyed, financing, conditions of sale, market conditions (time of sale),
location, access, terrain, traffic flow, utility availability, parcel size, configuration, zoning,
the presence of amenity features, the cost to demolish existing improvements, or the
contributory value of any improvements with remaining economic life. Due to the lack of
data to reliably quantify adjustments, adjustments are made on a qualitative basis in
accordance with the market.

No adjustment for property rights is necessary. All comparables either conveyed or are
currently marketing a similar fee simple estate as the subject’s interest being appraised.

With regard to financing, the four sales and the pending escrow involve cash or cash to
seller transactions. For the three listings, the property owners are seeking a cash or cash-
equivalent transaction. Given the preceding, no adjustment for financing is necessary.

Regarding conditions of sale, the transactions are arm’s length and do not appear to
involve duress. Furthermore, the current listings do not involve a quick-sale or short-sale
and the sellers are under no atypical motivation to sell the parcels. Overall, no conditions
of sale adjustment is necessary for these comparables.

The four sales occurred between October 2010 and January 2014. While the oldest sale
generates the lowest unit price, the low price is attributed to locational and physical
attributes rather than changes in market conditions. It is noted that Sale 3 closed escrow
in September 2013, but the price was negotiated in 2010. After reviewing these
comparables and the market conditions evident during the time span this data occurred,
no adjustment for market conditions (time of sale) is warranted for the four sales or the
pending escrow.

With regard to the current listings, a downward adjustment for listing status is warranted
as it is likely that a sale price will be negotiated at a lower price level than the current
asking price.

‘William E. Adams, MAT .3



VALUATION OF LARGER PARCEL - LAND (Cont.)

It is noted that the subject’s parcel size of 3.42 acres is within the size range of the
comparables. Size adjustments are made as appropriate.

On the following pages are tables summarizing the land comparables as well as a Land
Sales Map. In the Addenda of this appraisal report are photographs of each comparable.




VALUATION OF LARGER PARCEL - LAND (Cont.)

SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE

COMMENTS

1 E/S Bayshore Rd.,
also fronts Alsea
Bay

Waldport

13-11-19-BB: 200

Doc. No.: 2010-9943

$405,000
Cash to
Seller

(10/10)

7.30 Ac.
Gross
4.34 Ac.
Net of
Tidelands
CT

$2.14/SF Net
of Tidelands

Located in Bayshore area of
north Waldport, adjacent to
motel, dwellings, and near
KOA campground. Parcel
includes 2.96 acres of
tideland within Alsea Bay
and 4.34 acres of upland.
Parcel has an irregular but
utilitarian shape, paved
road access, no offsites,
gentle terrain with native
tree & shrub cover, and
good bay view. Partial
municipal utilities are
available but must be
extended over 100 feet.
Must use septic for sewer
service. Zoning is flexible
and allows both commercial
& residential uses.

2 N/S Bay Boulevard

Newport

11-11-08AC: 13100+
Doc. No.:2012-12056

$415,000
Cash to
Seller

(12/12)

19,600 SF
W-2

$21.17/SF

Located in Bayfront district
near commercial uses and
marina. Parcel has two
benches separated by steep-
sloping terrain. Lower
bench currently used for
paved/graveled parking.
Upper bench has native
vegetation and parking for
adjacent Maritime Center.
Utilitarian shape, available
utilities, full offsites. Zoning
allows commercial uses.
Parcel includes access
easement over adjacent
parcel and buyer is
adjacent property owner.

3 SEC Highways 101
and 20
Newport

11-11-08AB: 9500+
Doc. No.: 2013-9746

$1,512,809
Cash

(9/13)

1.45 Ac.
C-3

$23.94/SF

Site for new Walgreens
store. Located at corner of
two highways & commercial
corridors. Good access &
visibility, level terrain, full
offsites, utilitarian shape,
also includes frontage along
Avery Street. Combined
traffic flow is 36,000
vehicles daily. Sale price
negotiated in 2010. Buyer
obtained road vacation from
City prior to sale. Buyer
also responsible for building
demolitions.
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VALUATION OF LARGER PARCEL - LAND (Cont.)

SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE

COMMENTS

4 SEC Highway 101
& 9th Street
Lincoln City

7-11-15DD: 901
Doc. No.: 2014-432

$510,000
Cash

(1/14)

20,950 SF
G-C

$24.34/SF

Site assemblage for new
Goodwill store. Located
along highway and
commercial corridor one
block north of Tanger
Factory Outlet Center. Good
visibility & access, level
terrain, utilitarian shape,
available utilities, and full
offsites. Traffic flow is
26,400 vehicles daily.

5 NEC Highway 101
& 35th Street
Newport

11-11-17DB: 1400

Doc. No.: n/a

$1,525,000
Cash

Escrow

2.33 Ac.
I-1

$15.03/SF

In South Beach area. Site
being purchased by City of
Newport for redevelopment.
City responsible for
demolishing buildings. Sale
involves willing-seller with
no threat of condemnation.
Escrow scheduled to close
in March 2015. Parcel
includes multiple buildings
with interim value. Site is
level, at grade, irregular but
utilitarian shape, available
utilities, good visibility and
access. 35th Street frontage
is currently a driveway. Also
fronts Ferry Slip Road to
the east. Traffic flow is
13,200 vehicles daily.
Highway 101 in this vicinity
is a commercial corridor.

6 W/S Avery Street &
E/S Highway 101
North Newport

10-11-20BB: 503 to
508

Doc. No.: n/a

$700,000
Listing
(7/14)

6.05 Ac.
I-1

$2.66/SF

Located in Northgate
Industrial Park in city limits
near light industrial and
residential uses. Parcel is
above grade, has mostly
open interior with some
trees along the highway,
utilities available, utilitarian
shape, level to gentle
terrain, no highway access
but adequate visibility. No
offsites, view, or amenity
features. Previously sold in
July 2006 for $4.23/SF.
Although zoning allows
commercial uses, site best
suited for industrial use.
Traffic flow is 8,800 vehicles
daily.
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SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE

COMMENTS

7 NWC East Devils

Lincoln City

07-11-14CC: 400+

Doc. No.: n/a

Lk. Rd. & Oar Ave.

$1,332,498
Listing
(7/14)

3.22 Ac.
P-I

$9.50/SF

Located across from Tanger
Factory Outlet Center in
mixed-use area a few blocks
east of Highway 101. Site
also contains frontage along
8th Street. Parcel has level
to gentle terrain, partial
offsite improvements,
utilitarian shape, available
utilities, old buildings in
west portion need to be
demolished, treed area on
east portion. Good access &
visibility, but site better
suited to office or service
uses. Seller will demolish
improvements. Zoning
allows commercial uses.

8 NEC Highway 101
& SE 40th Street
Newport

11-11-17-DC: 801
and 802

Doc. No.: n/a

$1,900,000
Listing
(7/14)

2.67 Ac.
I-1

$16.33/SF

Located in South Beach
area along highway near
commercial uses. Parcel
also abuts Ash Street with
industrial uses along Ash
Street frontage. Parcel has
partial offsite improvements
(40th Street), available
utilities, utilitarian shape,
level & gentle terrain with
open interior. Zoning allows
commercial use. Site is
suitable for commercial
development. Traffic flow is
12,600 vehicles daily.
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LAND SALES MAP
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VALUATION OF LARGER PARCEL - LAND (Cont.)

The following paragraphs discuss each comparable and the factors warranting
adjustment for comparison with the subject’s larger parcel.

Sale 1 is a 7.30-acre CT-zoned parcel located in Waldport’s Bayshore area northwest of
the bridge. This property fronts Alsea Bay and also contains 2.96 acres of tideland. The
upland area totals 4.34 acres. This parcel sold in October 2010 for $405,000 or $2.14/SF
net of the tidelands. By comparison with the subject parcel, Sale 1 is similar in property
rights and no adjustments are needed for financing, conditions of sale, time of sale,
terrain, zoning, or the parcel size differential. While a downward adjustment is necessary
for Sale 1’s superior shape, this adjustment is outweighed by upward adjustments for
Sale 1’s inferior locational attributes, traffic flow, access, utilities, and the lack of offsite
improvements. Overall, Sale 1 suggests that the land value of the subject parcel is
significantly greater than $2.14/SF.

Sale 2 represents the December 2012 sale of a 19,600 SF parcel located along Bay
Boulevard in Newport’s Bayfront district. This parcel sold for $415,000 or $21.17/SF. The
W-2 zoning designation allows marine-oriented uses as well as many commercial uses. By
comparison with the subject parcel, Sale 2 is similar in property rights and utility
availability. No adjustments are needed for financing, conditions of sale, time of sale,
traffic flow, or zoning. Upward adjustments are necessary for Sale 2’s inferior access and
terrain. Conversely, downward adjustments are warranted for Sale 2’s superior locational
attributes, shape, parcel size, offsite improvements, and the presence of site
improvements with contributory value. After reviewing the adjustments, the downward
adjustments outweigh the upward adjustments. As such, Sale 2 suggests that the land
value of the subject is less than $21.17/SF.

Sale 3 is a 1.45-acre C-3 zoned parcel located at the southeast corner of Highways 101
and 20 in Newport. The parcel was subsequently developed with a Walgreens store. This
parcel sold in September 2013 for $1,512,809 or $23.94/SF; however, the price was
negotiated in 2010. By comparison with the subject parcel, Sale 3 is similar in property
rights and utility availability. No adjustments are needed for financing, conditions of sale,
time of sale, access, zoning, or parcel size. While an upward adjustment is necessary for
the cost to demolish improvements, this adjustment is outweighed by downward
adjustments warranted for Sale 3’s superior locational attributes, traffic flow, terrain,
shape, and offsites. As such, Sale 3 suggests that the land value of the subject parcel is
less than $23.94/SF.

Sale 4 is a 20,950 SF G-C zoned parcel located at the southeast corner of Highway 101
and 9t Street in Lincoln City. This parcel sold in January 2014 for $510,000 or
$24.34/SF. By comparison with the subject parcel, Sale 4 is similar in property rights
and utilities. No adjustments are needed for financing, conditions of sale, time of sale,
access, or zoning. Downward adjustments are necessary for Sale 4’s superior locational
attributes, traffic flow, terrain, shape, size, and offsite improvements. With no factors
warranting upward adjustment, Sale 4 suggests that the subject’s land value is less than
$24.43.




VALUATION OF LARGER PARCEL - LAND (Cont.)

Item S involves the pending escrow of 2.33 acres of I-1 zoned property located just
southeast of the subject parcel along Highway 101. The escrow price is $1,525,000 or
$15.03/SF. This parcel is being purchased by the City of Newport for redevelopment
purposes despite some of the buildings having contributory value. By comparison with
the subject parcel, Item 5 is similar in property rights, locational attributes, traffic flow,
access, and utility availability. No adjustments are needed for financing, conditions of
sale, time of sale, zoning, or parcel size. Downward adjustments are necessary for Item 5’s
superior terrain, shape, offsite improvements, and having building improvements with
contributory value. With no factors requiring upward adjustment, Item 5 suggests that
the subject’s land value is less than $15.03/SF.

Item 6 is the current listing of a 6.05-acre I-1 zoned property located on the west side of
Avery Street and the east side of Highway 101 in north Newport. The asking price is
$700,000 or $2.66/SF. By comparison with the subject parcel, Item 6 is similar in
property rights and utilities, with no adjustments needed for conditions of sale, terrain,
zoning, or parcel size. Downward adjustments are necessary for Item 6’s listing status
and its superior shape. Conversely, upward adjustments are warranted for Item 6’s
inferior locational attributes, traffic flow, access, and offsite improvements. With the
upward adjustments outweighing the downward adjustments, Item 6 suggests that the
subject’s land value is much greater than $2.66/SF.

Item 7 is the current listing of a 3.22-acre P-I zoned parcel located at the northwest
corner of East Devils Lake Road and Oar Avenue in Lincoln City across from the Tanger
Factory Outlet center. The asking price is $1,332,498 or $9.50/SF. By comparison with
the subject’s parcel, Item 7 is similar in property rights, utility availability, parcel size,
and offsite improvements. No adjustments are needed for conditions of sale or zoning.
Downward adjustments are necessary for Item 7’s listing status as well as its superior
terrain and shape. Upward adjustments are warranted for Item 7’s inferior locational
attributes, traffic flow, access, and the cost to demolish the existing improvements. The
upward adjustments outweigh the downward adjustments. As such, Item 7 suggests that
the subject’s land value is greater than $9.50/SF.

Item 8 is the current listing of a 2.67-acre I-1 zoned parcel located at the northeast
corner of Highway 101 and 40th Street in the subject’s neighborhood. The asking price is
$1,900,000 or $16.33/SF. By comparison with the subject parcel, Item 8 is similar in
property rights, locational attributes, utility availability, and offsite improvements. No
adjustments are needed for conditions of sale, traffic flow, access, zoning, or the parcel
size differential. Downward adjustments are necessary for Item 8’s listing status as well
as its superior terrain and shape. With no factors warranting upward adjustment, Item 8
suggests that the subject’s land value is less than $16.33/SF.

The land value of the 3.42-acre subject parcel is estimated after considering the market
data assembled for this analysis, the adjustments identified in the preceding discussion,
the characteristics of this parcel, and current market conditions.




VALUATION OF LARGER PARCEL - LAND (Cont.)

The market data indicates unadjusted prices between a relatively wide range of $2.14 to
$24.34/SF. After considering differences between these comparables and the subject
parcel, Comparables 1, 6, and 7 suggest a land value greater than $2.14 to $9.50/SF
while the remaining comparables suggest a land value less than $15.03 to $24.34/SF.

Based on the preceding analysis, the parcel’s attributes, and current market conditions,
the land value of the 3.42-acre subject parcel is estimated to be $14.00/SF.

Please note that the client requests the value of the larger parcel be presented on a $/SF
basis rather than estimating the total land value for the larger parcel.
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VALUATION OF ACQUISITIONS & VACATIONS

As stated earlier in this appraisal report, the City of Newport wishes to acquire road right
of way and utility easements to better serve the proposed OMSI Coastal Discovery Center
on the nearby property west of the subject. The existing road network is insufficient to
serve the OMSI property as proposed. In addition, the City intends to vacate the segment
of Anchor Way which lies west of the existing signalized intersection with Highway 101.
ODOT intends to develop a new signalized intersection one block south at 35th Street and
the signalized intersection at Anchor Way will be removed. With regard to the subject
property, the City wishes to acquire one fee taking and one permanent public utility
easement. In addition, Anchor Way will be vacated adjacent to the subject property, with
a portion of the vacated right of way entitled to the adjacent Investors XII property
subsequently transferred to the subject property.

The Proposed Subdivision Plat on the following page highlights the various acquisitions
and vacations involving the Murry property. Photographs of the fee taking, easement, and
vacation areas are located just prior to the Property Description section of this appraisal
report. As cited earlier in this report, the City intends to acquire the fee taking and utility
easement under a willing-seller scenario and not under the threat of condemnation using
the City’s right of eminent domain. It is noted that a portion of the Anchor Way road
vacation is currently covered with asphalt-paved roadbed; however, the City has instructed
the appraiser not to include any contributory value pertaining to the existing roadbed in the
valuation of the road vacation.

The fee taking is situated along the subject’s south property line, measures 8,722 SF, and
has a consistent 20-foot width. This fee taking will be assembled with the adjacent 35t
Street right of way and developed with the 35th Street extension. Within the boundaries of
the fee taking are asphalt paving, concrete parking bumpers, a display sign, gravel
surfacing, and some grass & old segment of fencing.

The public utility easement has a nearly triangular shape, totals 247 SF, and will be used
for drainage purposes. The easement area is currently covered with gravel.

The Anchor Way road vacation anticipated to be transferred to the Murry property totals
18,580 SF. This road vacation has an irregular shape with a portion including some of the
existing asphalt-paved roadbed. In addition to this vacation, the City indicates that 1,356
SF portion of the road vacation entitled to the adjacent Investors XII LLC property to the
west will subsequently be transferred to the Murry property. This re-conveyance is noted
on the Subdivision Plat, but the boundaries of the re-conveyed area are not delineated on
the plat.




VALUATION OF ACQUISITIONS & VACATIONS (Cont.)
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VALUATION OF ACQUISITIONS & VACATIONS (Cont.)

Value of the Land within the Fee Takings

For the acquisition involving a fee taking, the unit value of the larger parcel (land only)
before the taking is applied to the area taken in fee in order to derive compensation for
the fee taking of land.

As cited earlier in this appraisal report, the size of the fee taking is preliminary and may
be revised. As such, the City requests that the value of the fee taking be estimated and
presented on a $/SF basis rather than calculating the total value of the fee taking
segment.

The subject’s land value before the fee taking was estimated using the Sales Comparison
Approach. The value of the subject’s land is estimated to be $14/SF. As the fee taking
requires conveyance of the entire ownership rights of land within the fee taking area,
compensation for the fee taking is equivalent to the fee value of the land. As such, the
land value of the fee taking is $14/SF.

Value of the Land within the Permanent Public Utility Easement

The City wishes to acquire a 247 SF permanent public utility easement which will be used
for drainage purposes including a storm drain manhole. This easement abuts the fee
taking. This permanent utility easement will allow the property owner to utilize the land
area for continued site improvements and will not impair the ability to drive over the
easement area.

In estimating the value of a permanent easement, consideration is given to the restrictions
on use imposed on the encumbered land as a result of the easement. For most permanent
easements, the property owner is allowed to place certain site and landscaping
improvements within the easement’s boundaries, yet no structures are allowed. This
restriction allows the municipality or a utility provider quick access to the utility
infrastructure in case of repair. Overall, the property owner retains surface-use rights of the
easement area.

It is noted that the permanent easement does not hinder access to or through the larger
parcel. Furthermore, this easement does not adversely impact the parcel’s marketability or
development potential. Adequate area outside the easement area remains available for the
subject’s highest & best use.

The appraiser reviewed easement acquisitions from numerous parties during the past few
years. Easement acquisitions were specifically reviewed involving various coastal and
Willamette Valley municipalities, counties, as well as the Oregon Department of
Transportation. For easements with minimal limitations of use, prices paid have ranged
between 20 and 30 percent of the fee value of the larger parcel (on a per square foot basis).
Please note that this range represents new easements acquired over land with no existing
easement encumbrances. For easements that impair a parcel’s development potential, a
higher rate exceeding S0 percent is typical. For those easements that restrict the property
owner from all surface use of the easement area, the easement acquisition was 100 percent
of the fee value.
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VALUATION OF ACQUISITIONS & VACATIONS (Cont.)

In consideration of the attributes of the permanent public utility easement, the value of the
acquired permanent easement is estimated to be 30 percent of the fee simple value of the
land within the larger parcel. As previously stated, the land value of the larger parcel was
estimated to be $14.00/SF. Applying a 30 percent rate to the $14.00/SF fee land value
results in a $4.20/SF loss in value for the land within the permanent public utility
easement. This $4.20/SF figure is representative of the land value of the permanent public
utility easement.

The City requests that the total value of the permanent easement be estimated for this
appraisal assignment rather than merely citing the easement’s value on a $/SF basis.
Applying the $4.20/SF unit value of the easement to the 247 SF of permanent public utility
easement area results in a $1,037 land value for the permanent utility easement.

Value of the Land within the Anchor Way Road Vacation

The City intends to vacate Anchor Way west of its intersection with Highway 101. As shown
on the Proposed Subdivision Plat, 18,580 SF of this vacated roadway is to be assembled
into the Murry property. In addition, 1,356 SF of road vacation entitled to the adjacent
Investors XII LLC property to the west will be transferred to the Murry property.

The City indicates that the Anchor Way roadway is within the I-1 (Light Industrial) zone.
The adjacent Investors XII LLC property is zoned C-1 (Retail and Service Commercial) zone.
As previously stated, the I-1 zone allows light industrial uses as well as an array of
commercial uses that are appropriate for a commercial corridor. When assembled with an
adjacent property, the vacated roadway will enjoy the same unit value as the property to
which it is assembled. Typically, road vacations are valued based on their “Across the
Fence” value as if assembled with the adjacent property. This methodology is also utilized
for railroad corridor properties or abandoned railroad segments.

If the City were to abandon the roadway and not assemble the property with the abutting
property(s), then the resulting vacated parcel would typically lack the site dimensions
required under City & County criteria for a new tax lot, or have severe marketability and
development issues as a stand-alone parcel. As such, vacated roadway segments are
typically assembled with the adjacent parcel(s).

It is noted that the Anchor Way road vacation still allows the property owner(s) to access
the highway, but on a more limited basis (right-in/right-out only). The roadway is not being
encumbered with access easements benefiting other properties south of the subject or
additional public utility easements. Existing utility easements will remain in place. As
assembled, the vacated area increases the adjoining property’s land size and provides the
property owner with the ability to utilize the vacated area in a similar manner as is
available for the balance of the property.

Please note that the sizes of the road vacation are preliminary and may be revised. Due to
this factor, the City requests that the value of the road vacation be estimated on a $/SF
basis rather than calculating the total value of the road vacation.




VALUATION OF ACQUISITIONS & VACATIONS (Cont.)

Based on the preceding analysis, the Anchor Way vacation area that will be assembled with
the Murry property has a land value of $14.00/SF, commensurate with the land value of
the Murry property.

At the client’s direction, the appraiser has also prepared a separate appraisal report of the
adjacent Investors XII LLC property. As with the subject, various fee takings and easements
are being acquired from the Investors XII LLC property, as well as a similar road vacation
along Anchor Way. The land value of the Investors XII LLC property was estimated to be
$12.00/SF. Differences in size, access, and other attributes result in a different land value
estimate for the Investors XII LLC property than the Murry property. The City indicates that
1,356 SF of road vacation entitled to the Investors XII LLC property will be transferred to
the Murry property. The value of this 1,356 SF of vacation area being transferred from
Investors XII LLC to Murry is $12.00/SF, commensurate with the land value of the
Investors XII LLC property.

Value of the Improvements within the Acquisition & Vacation Areas

With regard to the asphalt paving within the Anchor Way road vacation, the City has
instructed the appraiser not to include any contributory value pertaining to the existing
roadbed in the valuation of the road vacation. Within the fee taking and easement area are
various site improvements including asphalt paving, concrete parking bumpers, gravel
surfaces, a display sign, grass, and a segment of old fence. The grass & old fence are in
poor condition, located in the southwest corner of the parcel, and have no contributory
value. The other affected site improvements are considered to contribute value to the
subject’s highest and best use. As such, these affected improvements require compensation
for this appraisal assignment.

The compensable value of the improvements within the acquisition area must be based on
their depreciated value rather than on their replacement cost new. With regard to the
asphalt paving and concrete bumpers, they are in relatively good condition and are
considered to suffer only 10 percent depreciation. The gravel surfacing has blended in
with the underlying soil base and has accrued depreciation of 50 percent. With regard to
the display sign, the sign is in below-average condition and suffers depreciation of 40
percent. The contributory value of the compensable improvements within the acquisition
area is as follows:

Asphalt Paving (1,170 SF x $1.85/SF) $2,165
Concrete Bumpers (6 Bumpers x $30/Bumper) 180
Subtotal $2,345
Less Accrued Depreciation @ 10% 235 $2,110
Gravel Surface (3,797 SF x $0.50/SF) $1,899
Less Accrued Depreciation @ 50% 950 949
Display Sign $1,560
Less Accrued Depreciation @ 40% 624 936
Value of Improvements within Acquisition Area $3,995




VALUATION OF ACQUISITIONS & VACATIONS (Cont.)

Please note that some of the asphalt-paved display lot currently encroaches within the
existing Highway 101 right of way. These encroaching improvements are not included in
the Just Compensation estimate as they are not situated within the subject’s legal
boundaries.

Compensable Damages and Special Benefits

The larger parcel’s size before the acquisitions & vacations is 3.42 acres. This parcel size
is reduced to 3.22 acres after the loss of the fee taking, but is increased to 3.68 acres
after the assemblage of the Anchor Way road vacation (including portion transferred from
Investors XII property). The remainder parcel’s size, shape, and other attributes do not
change the parcel’s highest & best use, marketability, or unit value relative to the larger
parcel before the taking. While the road vacation eliminates one public road frontage
serving the property, the area within the road vacation can still be used to access the
property from Highway 101.

Given the preceding factors, the subject does not incur compensable damages as a result
of the acquisitions, nor are any special benefits derived which enhance the value of the
remainder property.

Final Value Estimates

As previously stated, the City requests certain value estimates be presented on a $/SF
basis while the permanent public utility easement and the contributory value of the
affected site improvements are presented on a lump sum basis. The value estimates
calculated in this appraisal report are summaries as follows.

Value Component Value Estimate
Larger Parcel
3.42 Acres in three tax lots $14.00/SF
Fee Taking for 35t Street Extension $14.00/SF
8,722 SF
Permanent Public Utility Easement $1,037
247 SF near south boundary ($4.20/SF x 247 SF)
Anchor Way Road Vacation $14.00/SF
18,580 SF along west boundary
Road Vacation to be Conveyed to Murry Property
from Adjacent Investors XII Property $12.00/SF
1,356 SF
Contributory Value of Affected Site Improvements $3,005
Asphalt, Parking Bumpers, Gravel, Display Sign
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Real Estate Appraisal & Consultation
1809 Sunburst Terrace NW
Salem, OR 97304
Tel: (503) 585-6656
Fax: (503) 585-6444
Email: 1billadams@comcast.net

July 16, 2014

Richard G. Murry
13398 E. Alsea Highway
Tidewater, OR 97390

RE: Appraisal Assignment for South Beach Project in Newport

Greetings:

I have been hired by the City of Newport to prepare a real estate appraisal of your property
located between Anchor Way and Highway 101 in Newport’s South Beach Area. The City
will be abandoning certain road right of way as well as acquiring new right of way and
permanent easements. These acquisitions/abandonments are deemed necessary by
Newport’s Urban Renewal Agency to facility OMSI’s Youth Camp proposed west of Abalone
Street as well as develop/improve other roadways in this vicinity. I understand the City has
already contacted you regarding this project. My contact at the City is Mr. Derrick Tokos
(Community Development Director). His phone number is (541) 574-0626.

In order to prepare my appraisal, I need to conduct a property inspection. I would like to
coordinate with you (or your property representative) an appropriate time for the inspection.
I would welcome the opportunity to discuss the property with you (or your designated
representative), including any sales activity you would like me to be aware, or any
questions you have regarding my assignment. The acquisition/abandonment areas have
already been staked and I hope to conduct my inspections in the next few weeks.

Please contact me at your earliest convenience in order to set an inspection time. If you
choose not to accompany me on an inspection, I would appreciate a letter, email, or a

phone call so that I may proceed with the assignment. You are welcome to submit any
information that you wish to have considered for this appraisal assignment.

Sincerely,

7/ s 2 p

William E. Adams, MAI, MRICS
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Land Sale 1. (A4-380)

Land Sale 2. (A7-684)
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PHOTOGRAPHS OF COMPARABLES

Land Sale 3. (A7-686)

Land Sale 4. (A7-691)
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PHOTOGRAPHS OF COMPARABLES

Land Sale 5. (A7-683)

Land Sale 6. (A4-342)
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PHOTOGRAPHS OF COMPARABLES

Land Sale 7. (A7-690)

Land Sale 8. (A4-345)
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QUALIFICATIONS

William E. Adams, MAI
1809 Sunburst Terrace NW
Salem, OR 97304
Telephone (503) 585-6656
Fax (503) 585-6444
Email: 1billadams@comcast.net

ASSOCIATION

Appraisal career commenced in 1984. The appraisal offices of William E. Adams, MAI opened in Salem,
Oregon in August 1999. Between May 1995 and August 1999, William E. Adams, MAI was associated
with the commercial real estate appraisal firm of Herrmann & Company in Salem, Oregon. Prior to May
1995, William E. Adams, MAI was a partner with the appraisal firm of Adams, Bambas & Willmette in
Stockton, California.

PROFESSIONAL AFFILIATIONS

Member of the Appraisal Institute - Designated MAI (No. 9396)

Member of the Royal Institution of Chartered Surveyors — Designated MRICS (No. 1289469)
Member of the Oregon Society of Farm Managers and Rural Appraisers

State of Oregon - Certified General Appraiser No. C000495

EDUCATION
Willamette University, Salem, Oregon; Bachelor's Degree majoring in Economics and Psychology, 1983.

Appraisal Institute: All required courses for MAI designation, and continuing education requirements
have been met.

EXPERIENCE

Clients include many individual property owners and corporations; various agencies of the United
States of America; the State of Oregon; the State of California; several counties and cities in Oregon and
central California; public utilities; banks and other lending institutions; insurance companies;
attorneys and accountants; school districts; and assessment districts.

Assignments were for private purchases and sales; loan and public financing; damage loss; trades; ad
valorem and inheritance taxation matters; bankruptcy proceedings; and public acquisitions through
condemnation.

Aside from typical commercial, industrial and residential properties, assignments include residential
subdivisions and PUDs; master planned communities; mortuaries; auto dealerships; athletic clubs;
general and factory outlet retail centers; professional and medical offices; marinas; urban transition
property; agricultural and rural property; proposed industrial and business parks; bond districts;
school and park sites; surface mines; sanitary landfills (Class II and III); property slated for right of way
acquisition; contaminated lands; environmentally sensitive lands; industrial manufacturing and
warehousing facilities; forest and governmental land; and other issue or special use property.
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Located In South Beach Area
Newport, Oregon

VALUATION DATE

July 25, 2014

PREPARED FOR
Mr. Derrick Tokos

Community Development Director
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¢ William E. Adams, MAI ¢

Real Estate Appraisal & Consultation
1809 Sunburst Terrace NW
Salem, OR 97304
Tel: (503) 585-6656
Fax: (503) 585-6444

August 11, 2014

Mr. Derrick Tokos

Community Development Director
City of Newport

169 SW Coast Highway

Newport, OR 97365

RE: Appraisal Assignment -—- Value Estimates involving OMSI Property
Located in South Beach area, Newport

Dear Mr. Tokos:

At your request, I have prepared a real estate appraisal estimating market value estimates
for various acquisitions and vacations within or adjacent to the above-referenced property
in the South Beach area of Newport. Specifically, the City wishes to acquire two fee takings,
one permanent utility easement, and one conservation easement from the property. In
addition, segments of dedicated road right of way will be vacated by the City and assembled
into the OMSI property. OMSI owns 17 tax lots in this vicinity that are included in this
appraisal report. Collectively, these 17 lots total 16.40 acres. By mutual agreement with the
client, the larger parcel is valued assuming completion of the road vacations. Currently, the
17 lots are bisected by multiple road right of ways. Including the road vacations in the
parcel size of the larger parcel will aid in the valuation process. Inclusive of the road
vacations, the larger parcel totals 19.75 acres. The entire property is zoned R-4 (High
Density Multi-Family Residential) and is currently undeveloped.

The valuation date for this appraisal assignment is July 25, 2014, coinciding with the
property’s inspection date. The interest appraised is the fee simple estate. The intended use
of this appraisal is to assist the client (City of Newport) in acquiring the fee takings &
easements, as well as vacating various road rights of way. Please note that the City intends
to acquire the fee takings & easements under a willing-seller scenario and not under the
threat of condemnation using the City’s right of eminent domain. The intended users of this
report consist of the client, the property owner, and associated parties related to the
proposed acquisitions. The use of this appraisal by anyone other than the stated intended
users, or for any use than the stated intended use, is prohibited.

This report is prepared in compliance with the current Uniform Standards of Professional
Appraisal Practice (USPAP), as formulated by The Appraisal Foundation; the Standards of
Professional Appraisal Practice and the Code of Professional Ethics of the Appraisal
Institute; and the valuation standards of the Royal Institution of Chartered Surveyors.
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RE: OMSI Property
Page Two

The appraisal report is prepared in accordance with USPAP Standards Rule 2-2(a). The
scope of work utilized for this assignment is considered typical for this property type, the
proposed transaction, and the intended use.

The Preliminary Subdivision Plat provided by the City shows the location and boundaries of
the fee takings, the permanent utility easement, the conservation easement, and the areas
proposed for road vacation. The property currently contains no building or site
improvements with contributory value. The fee takings are necessary for the extensions of
30t & Abalone Streets and total 31,667 SF. The permanent utility easement is located
along 331 and Brant Streets, has a 28-foot width, and totals 14,252 SF. The conservation
easement is located at the northwest corner of the property in proximity to a gully and
totals 1.72 acres (74,983 SF). This size estimate is net of the road vacations within the
conservation easement area. This easement is intended to be integrated into the City’s
existing conservation easement directly north and the combined easement area will be
utilized for passive recreation, foot trails, and wildlife observation. No structures will be
allowed within the conservation easement’s boundaries. As shown on the Subdivision Plat,
a network of vacated and dedicated road right of way extends through or abuts segments of
the OMSI ownership. The City intends to vacate 145,845 SF (3.35 acres) in the south and
west portion of the property along Brant, 31st, 32nd 33rd, Coho, and Abalone Streets.

The subject property is undeveloped land suitable for development in accordance with
Newport’s R-4 zoning criteria. As such, only the subject’s land is valued for this appraisal
assignment. The values associated with the fee takings, permanent easements, and road
vacations are estimated using the appropriate valuation methodology but subject to the
client’s instructions under this willing-seller scenario. The client indicates that the sizes
cited in the Preliminary Subdivision Plat may be revised. As such, the client requests that
the values of the larger parcel, the fee takings, and the road vacation be presented on a
$/SF basis while the values of the permanent utility easement and conservation easement
are presented lump sum.

The appraiser has sufficient education and experience in valuing similar properties to
satisfy the competency provision of the Uniform Standards. The reported values are not
based on requested values and the appraiser was acting independently of the client during
the course of this assignment.

Reference to the Assumptions and Limiting Conditions section of the attached report is
recommended for a complete understanding of the basis on which the value of the subject
property and the various acquisitions/vacations are predicated. This assignment does not
utilize any extraordinary assumptions (as defined by USPAP); however, one hypothetical
condition is employed.

This hypothetical condition assumes that the larger parcel includes the land area to be
vacated by the City and is employed to simplify the appraisal process. Absent this
hypothetical condition, the OMSI parcel contains a number of non-adjacent segments. This
hypothetical condition is utilized by mutual agreement with the client.
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RE: OMSI Property
Page Three

After considering all of the data assembled for this appraisal assignment, the value
estimates pertaining to the fee takings, permanent utility easement, conservation easement,
and the road vacationd as of the July 25, 2014 valuation date are estimated to be:

Value Component Value Estimate

Larger Parcel
19.75 Acres inclusive of assumed road vacations

Fee Takings

$3.25/SF

) ) $3.25/SF
Two fee takings totaling 31,667 SF (18,514 + 13,153)
Permanent Public Utility Easement $13,967
14,252 SF near south boundary
Road Vacatlons $3.25/SF
145,845 SF in three segments
Conservation Easement $121,847

74,983 SF net of road vacation

The reasoning and analysis leading to these conclusions are discussed in the following
appraisal report.

Sincerely,

William E. Adams, MAI, MRICS

William E. Adams, MAI 126



TABLE OF CONTENTS

INTRODUCTION

Scope Of The APPTaiSal.....c.. ittt e et e e e ens
DT e (o £
Assumptions And Limiting Conditions ... ..ot
ApPraiser’s CertifiCation ... ... i

AREA AND PROPERTY DESCRIPTIONS

Area And Neighborhood ANAly SIS ..ouiuiuiiniiii e
| ot o=V o) a N1 £ o J PP PPN
SUDJECt PhOtOGrapIiS .. et
Property DeSCIIPIION «.cu ittt ettt ettt e e e e e e e en e
L LY = o O PPN
/0 3sNieT= g = | o TP PP
RV P2 s o 30 =1 o R
2 oo Yo 1Y =1 o 1
Ge0logiC HAzZards IMaApD....uueuneieiii ittt ettt et et et et et et e et e aaes

ANALYSES AND CONCLUSIONS

Highest And Best USE ANALYSIS tiuutuiiuiiniiiiiir ettt et et et e e e e ene e e eanes
Valuation Of Larger Parcel - Land ........cooooiiiiiiiiii e
72T oo IS =1 (S =1 o BN
Valuation Of AcquisSitions & VacCationS......ccuviiuiiiiniieiiiieieee e e e eeee e ee e eeaeeeneananas
Proposed SUbdiviSion Plat ........cc.iviiiiiiiiiie et e e eaa e
Conservation Easement ExXhibit........c.oouviiiiiiiiiiii e
72T oo IS =1 (ST =1 o B PPN
Final Value Estimates . ...oouiii it e e eeaa e

ADDENDA

Owner Notification Letter

Photographs of the Comparable Market Data
Conservation Easement Document
Professional Qualifications

William E. Adams, MAI 127



SCOPE OF THE APPRAISAL

The Oregon Museum of Science and Industry (OMSI) intends to develop the Coastal
Discovery Center on their land located in the South Beach area of Newport. Currently, the
road network within and serving the OMSI property and adjacent property is insufficient to
serve the OMSI property as proposed. The City of Newport intends to vacate certain
roadways in proximity to the OMSI property as well as acquire various fee takings &
easements for new roadways and utility systems. In addition, ODOT intends to remove the
signalized intersection at Anchor Way and Highway 101 and install a new signalized
intersection at 35th Street and Highway 101 (one block south). The City of Newport intends
to vacate the segment of Anchor Way which lies west of the existing signalized intersection
and acquire new right of way for the 35th Street extension that will travel west of the
Highway 101 signalized intersection and connect with Abalone Street. This appraisal
assignment estimates values for the acquisition of the fee takings, a permanent utility
easement, and a conservation easement from the undeveloped residential-zoned land
owned by OMSI. In addition, the assignment estimates the value of the road vacations
being conveyed to OMSI by the City of Newport. This appraisal assignment involved the
following scope of work.

@ A physical inspection of the subject was performed by William E. Adams, MAI on
July 25, 2014, with this date setting the valuation date for the appraisal
assignment. Ms. Jamie Hurd (property owner representative) contacted the
appraiser via telephone on July 29, 2014, at which time the appraisal
assignment was discussed.

< A search of all available resources was made to identify market trends,
comparable sales data, and other significant factors affecting the subject’s value
estimates.

- Market data were verified, photographed, and physically inspected. Market data
was confirmed by a party to the transaction and supplemented by information
obtained from the local multiple listing service (MLS), deeds, county records, or
other informed parties.

o The subject’s highest & best use was determined.

< The subject’s larger parcel (land only) is valued using the Sales Comparison
Approach. This approach is also used to estimate the various value components
being acquired or vacated. This appraisal report is prepared in accordance with
USPAP Standard 2-2(a). One hypothetical condition is employed for this
appraisal assignment.

@ Interviews were conducted with persons considered informed regarding the
subject property and similar properties, including real estate professionals,
property owners, and various departments of the City of Newport, Lincoln
County, and the State of Oregon.
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DEFINITIONS

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

(a) both the buyer and seller are typically motivated;

(b) both parties are well informed or well advised, and both acting in what they consider their
own best interest;

(c) a reasonable time is allowed for exposure in the open market;

(d) payment is made in terms of cash in United States dollars or in terms of financial
arrangements comparable thereto; and

(e) the price represents the normal consideration for the property sold, unaffected by special or

creative financing or sales concessions granted by anyone associated with the sale.!

Fee Simple Estate is 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.2

Value As Is is the value of specific ownership rights to an identified parcel of real estate as
of the effective date of the appraisal; relates to what physically exists and is legally
permissible and excludes all assumptions regarding hypothetical market conditions or
possible rezoning.3

Highest and Best Use 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, financially feasible, and maximally
productive”.4

Marketing Period is an estimate of the amount of time it might take to sell an interest in
real property at its estimated market value during the period immediately after the effective
date of the appraisal; the anticipated time required to expose the property to a pool of
prospective purchasers and to allow appropriate time for negotiation, the exercise of due
diligence, and the consummation of a sale at a price supportable by concurrent market
conditions. Marketing period differs from exposure period, which is always presumed to
precede the effective date of the appraisal.>

Based on the market conditions, market data and the subject’s attributes discussed in this
appraisal report, a marketing time not to exceed one year is considered reasonable for the
subject property. Similarly, the subject’s exposure period is estimated to not exceed one
year. These time estimates presume that the subject property is aggressively marketed at
the appraised value through normal marketing channels appropriate for the property type.

Uniform Standards of Professional Appraisal Practice, 2014, The Appraisal Foundation.

1

2 The Dictionary of Real Estate Appraisal, Fifth Edition, 2010, the Appraisal Institute, p.78.
3 Ibid., p. 206
4
5

Ibid., p. 93
Ibid., p. 121
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ASSUMPTIONS AND LIMITING CONDITIONS

General Assumptions and Limiting Conditions

1. The report and all matters contained within are prepared on behalf of the addressee
only. No responsibility is assumed for its possession, use or reliance on either factual data
or conclusions by anyone other than the addressee. It is intended for use only for the
purpose stated herein, and only in its entirety.

2. No opinion as to title is rendered. The estimated values are based on the assumption
that the property is free of liens such as mortgages, deeds of trust, and judgments, and is
not burdened by any other encumbrances including easement restrictions, special
assessments, bonds, leases or other similar matters, except those specifically noted in the
report.

3. The sketches and maps in the report are prepared to aid the reader in visualizing the
property, and are based on field investigations conducted for this assignment. Dimensions
and descriptions are based on public records, the property inspection, and information
furnished by others, and are not meant to be used as references in matters of survey.

4. Information supplied by others and considered in the valuation is believed to be reliable,
but no further responsibility is assumed for its accuracy.

S. No responsibility is assumed for matters which are legal in nature, including the validity
or accuracy of the property's legal description.

6. The value of oil, gas and mineral rights, if any, was not considered in the value
estimated in this appraisal assignment.

7. The appraisal report is prepared in accordance with USPAP Standard 2-2(a). Retained in
the appraiser’s bulk file are interview notes, maps and illustrations not included in the
appraisal report, as well as third-party reports, area data and duplicative property, market
and cost data that may or may not have been used for the development of the value
conclusion.

8. No responsibility is assumed for any environmental conditions, or for any expertise or
engineering knowledge required to discover them. The descriptions and resulting comments
presented in this report are the results of routine observations made during the appraisal
process. The appraiser is not qualified to make any type of environmental judgment
regarding the subject property. The value(s) estimated in this report are predicated on the
assumption that there are no such materials in, on, or near the property that would cause
a loss in value.

9. The estimates contained in this report are the opinions of the appraiser, based upon his
independent interpretation of the data provided to or accumulated by him, and are not
intended in any way to constitute a guarantee of value.




ASSUMPTIONS AND LIMITING CONDITIONS (Cont.)

10. No encroachment of real property improvements is assumed to exist.

11. The appraiser disclaims responsibility for the ability or inability of the present owner,
or any future purchaser or lessee, to obtain the permits, licenses, environmental impact
studies, or other approvals necessary for the successful operation of the property for its
highest and best use, or to the use contemplated by any owner, purchaser or lessee. The
appraiser disclaims responsibility for, and renders no opinion on, conformity to specific
governmental requirements, such as fire, building and safety, earthquake or occupancy
codes, which conformity cannot be assumed without provision of specific professional or
governmental inspection.

12. Those who use this report are cautioned that any forecasts shown herein are intended
to illustrate the attitudes and projections of those persons and entities comprising the real
estate market at the date of valuation. Such attitudes and projections change from time to
time consistent with changes in the real estate market, supply and demand, investor
attitudes, and general economic conditions. However, the projections shown are thought to
approximate investor attitudes and current trends and conditions at the date of valuation.
Inasmuch, however, as the projections are based upon assumptions and estimates of
future events, no opinion is offered or expressed on the achievability of the projections and
estimates.

13. Testimony or participation in any litigation or arbitration by reason of this appraisal
shall not be required unless arrangements have previously been made.

14. The Americans with Disabilities Act (ADA) became effective February 26, 1992. The
appraiser has not made a specific survey or analysis of the subject property to determine
whether or not the physical aspects of the improvements (if any) meet the ADA accessibility
guidelines.

15. This appraisal assumes competent management and/or ownership of the subject
property.

Hypothetical Conditions and Extraordinary Assumptions

This assignment does not utilize any extraordinary assumptions (as defined by USPAP);
however, one hypothetical condition is employed.

This hypothetical condition assumes that the larger parcel includes the land area to be
vacated by the City and is employed to simplify the appraisal process. Absent this
hypothetical condition, the OMSI parcel contains a number of non-adjacent segments. This
hypothetical condition is utilized by mutual agreement with the client.




APPRAISER’S CERTIFICATION

I do hereby certify that, except as otherwise noted in this appraisal report:

10.

11.

12.

13.

14.

William E. Adams, MAI

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

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

I have no present or prospective interest with respect to the parties involved.

I have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

My engagement in this assignment was not contingent upon developing or reporting
predetermined results. Future employment is not dependent upon reporting a specified
value. Neither employment nor compensation are dependent upon the approval of a
loan application.

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

My analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Appraisal Institute’s Code of
Professional Ethics and the Standards of Professional Practice; the Appraisal
Foundation’s Uniform Standards of Professional Appraisal Practice ("USPAP"); and the
valuation standards of the Royal Institution of Chartered Surveyors.

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

As of the date of this report, I have completed the continuing education program for
Designated Members of the Appraisal Institute.

I made a personal inspection of the property that is the subject of this report as well as
the market data utilized in the analysis.

No one other than the undersigned provided assistance in preparing this appraisal
report.

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

I have acquired through study and practice the necessary knowledge and experience to
complete this assignment competently.

I have not performed a prior appraisal or other service involving this subject property
during the past three years.

William E. Adams, MAI, MRICS
Oregon General Appraisal Certificate C00495
Expires 11-30-2014
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AREA AND NEIGHBORHOOD ANALYSIS
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AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Area Analysis

The subject property is situated in the Newport city limits within Lincoln County. The
subject is specifically located in the Newport’s South Beach area in proximity to
commercial, industrial, and mixed-density residential uses.

Lincoln County extends along 55 miles of the Central Oregon Coast from Cascade Head on
the north to Cape Perpetua on the south. The County extends inland between 14 and 24
miles. The City of Newport is situated at the midpoint of Lincoln County’s coastline and
includes the entry to Yaquina Bay and the Yaquina River. Newport is also the county seat
of Lincoln County and the largest city in the County. Lincoln City is the county’s second
largest city, being located approximately 24 miles north of Newport and approximately 60
miles west of Salem. Lincoln City includes the entry to the Siletz Bay and Siletz River. The
City of Waldport is located approximately 14 miles south of Newport and contains the entry
to the Alsea Bay and Alsea River. Newport, Lincoln City, and Waldport are the three largest
communities along Lincoln County’s coastline.

The area’s climate is predominantly influenced by the Pacific Ocean. This coastal marine
climate produces high precipitation in excess of 60 inches annually, with only minimal
freezing or snow accumulation. Soil conditions are generally stable and conducive to
development along the coastal plain, but are less stable in portions of the Coastal Range
and the County’s interior. Agricultural production is evident in bottom lands located along
several rivers.

Lincoln County’s 2013 population was estimated to be 46,560 residents, which reveals a
slight increase of 0.6% from 2012. Newport’s 2013 population was 10,160 residents,
revealing a 1.0% increase from its 10,150 population in 2012. Lincoln City revealed a
population of 8,020 residents during 2013, which is only up a nominal 0.7% from 2012.
Waldport’s 2013 population of 2,050 was up 0.5% from 2012. It is noted that 2014
population figures have not yet been released. During the past few years, many coastal
communities have witness initial population declines and more recently nominal population
increases. No significant population growth has occurred. The lack of population growth in
this coastal region is attributed to a slow rebound from the recent recession, a decline in
tourism, and limited employment opportunities.

Aside from incorporated cities, Lincoln County boasts a number of unincorporated towns,
including a significant number along Highway 101 and the coastline. Most of these towns
include tourist-oriented businesses; however, some are also witnessing growth in
residential and rural residential developments. The County’s population within
unincorporated areas remains the largest population segment in the County; however, the
population in unincorporated areas has also declined in recent years.

Historically, Lincoln County has been recognized as a regional destination tourist and
recreation area. The coastline offers scenic beauty; a variety of recreational opportunities
including ocean fishing, whale watching, fishing along the river systems and inland lakes;
and camping, hiking, & hunting opportunities inland along the Coastal Range. Developed
tourist attractions include many golf courses, the Tanger Outlet Center in Lincoln City, the
Chinook Winds Casino and Convention Center (Lincoln City), the Oregon Coast Aquarium
(Newport), and the OSU Hatfield Marine Sciences Center (Newport).



AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Numerous parks, waysides, and campgrounds are managed by Lincoln County, the State of
Oregon, and the U.S. Forest Service. Within Lincoln County, the State manages 9 Coastal
Waysides and 15 State Parks in proximity to Highway 101. Of these State Parks, 11 are
day-use only and the remaining 4 parks offer overnight camping.

The Coastal Mountain Range separates this coastal region from the Willamette Valley, yet
the relatively short 1-2 hour drive time between the valley and the coast provides many
opportunities for valley residents to maintain coastal vacation homes or enjoy weekend
getaways. The scenic beauty of this region also attracts vacationers from across the
country, with many travelers choosing to drive the majority of the Oregon Coastline along
Highway 101 and provide tourist dollars to numerous coastal communities.

These recreation attractions have led to a significant in-migration of residents in recent
decades, particularly retirees; and this in-migration has spurred the housing industry as
well as development of commercial retail and commercial service uses necessary to provide
goods and services to the expanding population base. Aside from retirees, another active
market segment for housing in this Coastal area is second-home or seasonal home buyers.

Historically, the County’s average household income showed modest growth and was
influenced by the larger number of entry level jobs in the seasonal tourism and seafood
processing industries. While a relatively large percentage of in-migration is retirees, demand
for goods and services by this expanding population base bodes well for higher employment
needs and increased household incomes in the services and professional sectors. While
diversification is evident in employment, a large percent of local businesses and jobs in
these coastal communities still rely on tourism.

Lincoln County and the Central Oregon Coast represent a diversified area with a heavy
economic emphasis on tourism as well as a weakened but historical influence by
commercial fishing and forest product industries. Much of the Coast Mountain range is
managed for timber harvest, with trees being exported to mills in both the coast and valley
regions. Due to recent international demand, an increase in timber exports to the Asian
market is evident. As a result of its economic makeup, the region experiences higher
unemployment rates and lower than average per capita incomes than those found in the
metropolitan areas along the Willamette Valley/Interstate S corridor, approximately 60
miles east. To create additional diversity, Lincoln County has targeted forest products,
software, and high technology industries as new growth industries for the region. In the
near future, the area’s economy will continue to be sensitive to any downturns in the state
and national economies and their effect on tourism. However, the economic health of the
area can be expected to grow at a moderate rate with additional diversification.

The largest manufacturing employer in Lincoln County is the Georgia Pacific pulp and
paper mill in Toledo with approximately 500 workers. Other major employers include
various school districts, the Confederated Tribes of the Siletz Indians, Samaritan Health
Services, County Government, the Marine Science Center, Salishan Lodge & Resort, and
Walmart.

The area’s location with access to major highways and abundance of accommodations,
stores, restaurants, and recreational opportunities makes the area desirable as a tourist
destination. The region continues to be a tourist draw despite recent declines in tourism.




AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Despite the preceding factors, Lincoln County continues to witness housing demand by
retirement age residents. The area’s scenic beauty, mild climate, and availability of medical
and social services make Lincoln County attractive to retirees. A high percentage of the
population in these communities is over the age of 55 and many rely on fixed income
sources such as pension funds and Social Security, and are not generally affected by
economic cycles. As a result, their presence adds stability to the local economies.

Newport’s economy is oriented to tourism and fishing, with numerous seafood plants
located along the bayfront. While Newport’s tourist base is increasing, the fishing industry
is declining. NOAA opened its Pacific Fleet Marine Operations Center in Newport a few
years ago. Recently, Newport was selected as the future site for the Pacific Marine Energy
Center, a $25-millon wave energy research test site. Newport continues to encourage a
more diversified economic base.

Lincoln City is heavily influenced by the tourist industry and lacks a harbor for commercial
fishing enterprises. No timber or timber-related industries are located in Lincoln City. The
highest employment sector in Lincoln City is retail trade. The Chinook Winds Casino and
the Tanger Outlet Center are large tourist draws and employment providers.

Waldport’s economy is heavily influenced by tourism and recreation. No timber-related
industries are located in Waldport. While Waldport is home to Alsea Bay, no commercial
fishing or processing industries are present. Generally, Waldport has a limited industrial
base; although an increasing number of commercial service and light industrial businesses
are locating in this community.

Highway 101 is the primary coastal highway along the Oregon Coast. At the north end of
Lincoln City, Highway 101 extends in a northeasterly direction, eventually linking with
Highways 18 and 22 serving the mid and upper Willamette Valley. Near Newport, Highway
20 extends eastward to the Willamette Valley in proximity to Corvallis. In Waldport,
Highway 34 extends eastward to Corvallis. Aside from the highway network, Lincoln County
includes rail service (freight) serving Yaquina Bay and nearby Toledo; the Newport Airport;
and the Port of Newport. Small ports or harbors are located in Depoe Bay and Waldport.
Lincoln City and Waldport each have a small airstrip.

Newport is expected to remain a stable community in the foreseeable future with
anticipated growth in its residential and commercial base. Unless additional land is
annexed for industrial use, Newport will not witness significant growth in its industrial
base. Industrial growth is occurring, but at a modest pace.

Lincoln City is also expected to remain a stable community in the foreseeable future, with
tourism maintaining its dominant presence but diversification into other industries
anticipated. Both commercial and residential development have occurred in recent years;
although the pace of growth in housing development has declined during the past few
years.

Waldport is expected to witness some growth in the near future as the community
expanded its sanitary sewer system and is now better able to accommodate new
development. This sewer expansion project increased the land area eligible to utilize

municipal services, including a large project extending from Highway 101 to the golf course.
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AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

Waldport’s sewer project encompasses several hundred acres that were purchased by a
developer for a mixed-use planned unit development. However, declining market conditions
have placed some of the land in this project in foreclosure.

New commercial development in Waldport is expected on a very limited basis with some
demand for new businesses and commercial services likely as a result of the area’s
expanding population. The supply of new commercial development will be tempered by the
relatively low inventory of available commercial land. The current inventory of improved
commercial property is considered adequate in the near term, as vacancy of improved space
is nominal. Waldport’s industrial base is anticipated to continue its nominal growth.

Neighborhood Analysis

The subject property is situated in Newport’s South Beach area which lies south of the
Yaquina Bay bridge and along the Highway 101 corridor. Highway 101 is a commercial
corridor for approximately one mile south of the bridge. Further south, Highway 101
transitions to a mixture of commercial and residential uses. Near the bridge, the subject’s
neighborhood includes marine-related businesses such as a marina and the new NOAA
facility. Also in this vicinity are the OSU Hatfield Marine Science Center, the Oregon Coast
Aquarium, and the Rogue Brewery. RV parks, light industrial uses, and retail/service uses
catering to both tourists and marine businesses are present. Commercial uses front
Highway 101 south of 32nd Street, with these uses including motels, restaurants, &
automobile sales/services catering to the highway traveler as well a variety of commercial
retail & service uses supporting the local population. Mixed-density residential uses adjoin
the commercial corridor, with home quality ranging from below-average to good. Highway
101 is the main arterial serving this neighborhood, with multiple collector streets linking
this arterial to the adjacent residential neighborhood.
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AREA AND NEIGHBORHOOD ANALYSIS (Cont.)

The South Beach State Park encompasses significant beachfront south of the Yaquina Bay
bridge. This park has developed access from Highway 101 and generally extends from the
highway to the beach. However, the north portion of the park is situated west of developed
property accessible from Abalone Street as well as from the OMSI parcel.

While some vacant land inventory is present in this neighborhood, few parcels are currently
being marketed for sale. The City of Newport is in the process of acquiring property along
the highway for redevelopment under its urban renewal activities; however, the City has not
yet placed any property on the market for new development. The inventory of commercial
buildings available for sale or lease in this vicinity is limited, with the existing inventory
attractive to various commercial or light industrial uses.

With regard to residential uses, the inventory of homes available for sale is not excessive,
with existing listings varying in home quality from below-average to good. Some homes
enjoy an ocean or bay view. Multi-family projects witness good occupancy.

Since the recession, new construction activity in this neighborhood has been limited.
However, multiple construction projects are currently underway or in the planning stages.
New commercial construction is currently evident near the Rogue Brewery. As stated
previously, OMSI intends to build its Coastal Discovery Center on land located west of
Highway 101. This center is expected to start construction in March 2015 and be
operational in April 2016. New roadways will be constructed concurrent with the OMSI
project, and ODOT intends to remove the existing Highway 101/Anchor Way signalized
intersection with a new signalized intersection one block south at 35th Street. This
intersection signalization project is expected to occur in 2017. These changes to the road
network are intended to provide better vehicular circulation to the OMSI Center and
adjoining property without impairing highway traffic traveling through this region.

Uses adjoining the subject property to the north include undeveloped land owned by the
City (in a conservation easement), low to medium density dwellings, and a cemetery.
Directly east of the subject is the Abalone Street right of way and undeveloped land. To the
south and west is the South Beach State Park.

The subject’s neighborhood is considered stable, with no efforts evident to rezone land to
alternative zones. This neighborhood is expected to witness growth in the near future due
to the City’s urban renewal efforts, the construction of the OMSI facility, and improved
vehicle access to undeveloped land. The City indicates that its utility infrastructure is
sufficient to accommodate additional development in this neighborhood. This neighborhood
contains no adverse land uses or businesses that negatively impact value, marketability, or
development potential. The neighborhood is not in transition and is being developed in
accordance with current zoning.




SUBJECT PHOTOGRAPHS (Taken July 25, 2014)

e

Westerly view of subject from Abalone Street right of way. (A7-661)

Northerly view of east portion of subject near Abalone Street right of way. (A7-632)
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SUBJECT PHOTOGRAPHS (Cont.)

South portion of subject with abandoned trailer. (A7-635)

Northerly view of middle of subject property. (A7-634)
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SUBJECT PHOTOGRAPHS (Cont.)

West boundary of subject property. (A7-637)

North portion of subject property near dwellings. (A7-650)
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SUBJECT PHOTOGRAPHS (Cont.)

Easterly view of 30th Street fee taking. (A7-654)

Southerly view of Abalone Street fee taking. (A7-658)
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SUBJECT PHOTOGRAPHS (Cont.)

Northerly view of conservation easement area. (A7-645)

William E. Adams, MAI 143

16



William E. Adams, MAI

SUBJECT PHOTOGRAPHS (Cont.)

Conservation easement area. (A7-644)
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PROPERTY DESCRIPTION

Ownership and Property History

Oregon Museum of Science & Industry

1945 SE Water Avenue

Portland, OR 97214

(503) 797-4618 (Ms. Jamie Hurd — Project Lead)

The current owner acquired the subject property from Investors XII LLC in November 2011
for $2,250,000. The seller owns the undeveloped land directly east. The recorded document
number for this transaction is Lincoln County 2011-10432. According to the property
owner’s representative (Ms. Jamie Hurd), the subject property is not currently listed for sale
nor have any unsolicited purchase offers been presented for the owners review.

The appraiser’s notification letter to the property owner was sent on July 16, 2014 and the
appraiser conducted the property inspection on July 25, 2014. A copy of the notification
letter is found in the Addenda of this appraisal report. Ms. Hurd contacted the appraiser by
telephone on July 29, 2014 at which time the appraisal assignment was discussed. Ms.
Hurd is OMSI’s Vice President for Programs and the Project Lead for OMSI’s Coastal
Discovery Center slated for development on the subject property. Ms. Hurd indicates that
OMSI anticipates commencing construction of the Center in March 2015 and be
operational in April 2016.

According to the City of Newport, no land use, rezone, development, or other applications
are currently pending or recently approved with regard to the subject property. To date, the
City and OMSI have conducted pre-application meetings.
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PROPERTY DESCRIPTION (Cont.)

Location and Access

The subject property is undeveloped land and has not been assigned a street address. The
property is currently bordered by developed Brant Street and 30th Street in the north
portion of the property. These are the only two developed roadways providing access to the
subject. Numerous road rights of way extend along and through the subject property;
however, these roadways have not been developed. It is noted that the Abalone Street right
of way borders the east boundary of the subject property and this roadway is intended to be
widened and developed concurrent with construction of the OMSI project.

Legal Description and Larger Parcel Determination

The subject’s current ownership owns 17 tax lots in this vicinity. These 17 tax lots and the
abutting road rights of way scheduled for vacation are recognized as the larger parcel for
the purpose of this appraisal assignment.

This larger parcel is described as a portion of the Northeast % of the Southwest % of
Section 17 in Township 11 South, Range 11 West, in Lincoln County, Oregon. The larger
parcel is also commonly described as various tax lots in Lincoln County Assessor’s Map
11S-11W-17CA.

Land Size, Shape, and Terrain

The configuration and boundaries of the subject parcel are depicted on the Plat Map. The
17 tax lots within the larger parcel total 16.40 acres. The road rights of way proposed for
vacation total 3.35 acres. As cited earlier in this appraisal report, the subject’s larger parcel
is assumed to include the land area proposed for road vacation. As such, the larger parcel
totals 19.75 acres. The larger parcel has an irregular but utilitarian shape at to slightly
below road grade to the two developed roadways. The parcel has a generally level to gentle
terrain with mostly grass & shrub cover. Along the south, west, and northwest boundaries
are some native tree cover. The northwest corner of the parcel in proximity to the proposed
conservation easement has a gully with moderate to dense native vegetation. This
vegetation includes various shrubs as well as both deciduous & coniferous trees. Some of
the low-lying terrain is seasonally wet. Footpaths meander through the property; although
no developed roads or impervious paths are present.

The subject’s elevation generally varies between 28 and 38 feet, except for lower elevation in
the bottom of the gully. More specifically, the terrain measures between 28 and 30 feet near
the middle of the parcel, between 36 and 38 feet in the west portion of the parcel, and
between 32 and 34 feet near the east boundary at Abalone Street. The area in proximity to
the gully rises about 10 feet from the surrounding land to the south and east, then has a
moderate to steep downslope to the bottom of the gully. While a few coniferous and
deciduous trees are present, their quantity and tree size are not representative of
merchantable timber.

Excluding the gully, the subject’s interior is mostly sand surfaced with native grass &
shrub cover. Some patches of shrub cover exceed 8 feet in height. The predominant shrub
is scotch broom; however, a variety of shrubs are present along the south and west
boundaries as well as in proximity to the gully.
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PROPERTY DESCRIPTION (Cont.)

The subject’s soil classifications (in order of size within the property) include Netarts Fine
Sand, Urban Land — Waldport complex, and Waldport Fine Sand. The Netarts Fine Sand
soil is a Class 6 soil with 3 to 30 percent slopes. This soil is situated on stabilized dunes,
has slow to medium runoff, moderate to rapid permeability, and severe wind erosion
hazard. Septic systems are only recommended for the minimally-sloped areas. The Urban
Land — Waldport complex is a Class 7 soil with O to 12 percent slopes. This soil is also
situated on stabilized dunes and has generally similar attributes to the Netarts Fine Sand.
The Waldport Fine Sand is a Class 8 soil with a O to 30 percent slope, similar attributes to
the other soils, with the exception that the steeper-sloping area poses septic drainfield
issues and groundwater protection issues. These soils are suitable for urban development,
particularly with the use of municipal utility services.

Present Use
The subject property is currently undeveloped land with no site improvements.
Zoning

The subject’s larger parcel is zoned R-4 (High Density Multi-Family Residential District) by
the City of Newport. The City’s Comprehensive Plan designation for this parcel is also High
Density Residential. The zoning and comprehensive plan designations are in conformance.
The parcel is not within any overlay zones. The R-4 zone allows an array of residential uses
including low, medium, and high density uses such as single family dwellings, duplexes,
apartments, manufactured home parks, apartment complexes, senior care facilities, and
condominium projects. Municipal uses are also allowed as well as numerous additional
uses with a conditional use permit. The subject’s proposed use as the Coastal Discovery
Center is reported to be an allowed use in the R-4 zone.

Lot requirements within the R-4 zone include a 5,000 SF minimum parcel size and a 50-
foot minimum parcel width. Development criteria include a 35-foot maximum building
height, a 5-foot side-yard setback, a 10-foot rear-yard setback, and a 15 to 20-foot front-
yard setback.

As previously stated, the City of Newport has not recently approved or is currently
evaluating any applications for partitioning, land use, Measure 37/49, rezone, or
development involving this property. Pre-application meetings regarding the proposed
Center have been conducted between the City and OMSI.

Assessed Values and Taxes

The subject’s July 25, 2014 valuation date falls within the 2014/2015 tax year; however,
Lincoln County does not intend to release tax & assessment information until the fall. The
tax & assessment information on the following page covers the prior 2013/2014 tax year
which commenced on July 1, 2013. The land, improvements, and total values reflect the
assessor’s estimate of the real market value of the subject property. The assessed value is
used for the calculation of taxes and was estimated by Lincoln County in accordance with
Measures 47 and 50. According to the County Tax Collector’s office, the subject has no
delinquent taxes.




PROPERTY DESCRIPTION (Cont.)

OMSI Tax Lots
All in Tax Map 11-11-17CA

Tax Parcel ---- Assessment/Tax Information ----

Lot Size (SF) RMV * AV Taxes
200 95,396 $65,170 $65,170 $1,143.00
2703 42,900 131,880 24,840 435.64
2803 27,707 111,050 8,490 148.91
3100 55,400 221,380 37,720 661.53
3200 85,800 263,260 74,860 1,312.91
3300 85,800 263,260 95,150 1,668.76
3500 70,900 262,760 74,860 1,312.91
3501 5,000 21,730 7,070 123.99
3600 75,900 283,990 74,860 1,312.91
3700 55,400 221,380 37,720 661.53
4400 19,500 68,940 53,560 939.33
4401 6,500 22,980 17,760 311.50
4402 10,010 25,570 14,590 255.89
4600 19,500 68,940 24,840 435.64
4601 19,500 68,940 24,840 435.64
4700 32,500 136,630 24,840 435.64
4800 6,500 26,330 24,840 435.64
714,213 SF $2,264,190 $686,010 $12,031.31

16.40 Acres

* RMV (Real Market Value) is land only, no improvements present within lots

Flood, Earthquake, and Other Hazards

According to the Federal Emergency Management Agency (FEMA), the subject parcel is
situated within un-shaded Flood Zone X, depicting an area outside the 500-year flood
plain. FEMA map reference is Community Panel 41041C-0506-D, dated December 18,
2009. No LOMAs or LOMRs have been approved in this vicinity in recent years.

Western Oregon is categorized as seismic zone 3. The current probability of the occurrence
of a major seismic event has been calculated as moderate. The City indicates that the
property is not within a landslide hazard zone, a geohazard zone, or a wildlife/riparian
protection zone.

While the subject and surrounding lands are within a tsunami zone, most uses allowed in
the R-4 zone are still allowed within the tsunami zone. The only exclusions are schools and
government uses. The subject’s proposed use is reported to be an allowable use.
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PROPERTY DESCRIPTION (Cont.)

According to the Newport Local Wetlands Inventory Map, the subject contains jurisdictional
wetlands in two separate areas near Coho Street south of 30th Street. These wetlands areas
are within the land proposed for the conservation easement. Any disturbance of the
wetlands area must be approved by the Oregon Department of State Lands and abide by
their wetlands mitigation requirements. The appraiser is unaware of any environmental
conditions on, in, or near the subject property that would impact marketability,
development potential, or value.

Utilities

The City of Newport currently provides municipal water and sanitary sewer service to
developed property in the subject’s vicinity. Existing utility lines are present within one or
more of the adjacent roadways. These utilities are available to the subject. Storm drainage
is handled by natural flow and private collection into nearby drainages. Central Lincoln
PUD provides electricity service and local telephone is provided by Pioneer Telephone.
Northwest Natural provides natural gas to this vicinity. According to the City, adequate
utility system capacity exists to serve development of the subject property as presently
zoned and proposed.

Street Improvements

The subject contains frontage along two developed local streets (30th Street and Brant
Street). 30th Street is a paved roadway with two traffic lanes and no offsite improvements.
Brant Street in this vicinity is gravel surfaced with no offsite improvements.

The other road rights of way intended to be vacated within the subject are recognized as
local streets. Abalone Street which has undeveloped right of way along the subject’s east
boundary will be developed as a collector street concurrent with the subject’s development
of the Coastal Discovery Center. This right of way is being widened in order to meet
collector street standards.

Easements and Encumbrances

For this appraisal assignment, the client provided the appraiser with a Lot Book Report
prepared by Western Title and dated August 6, 2013. This Lot Book Report covers the
subject and two adjacent ownerships to the east. With regard to the subject, this report
cites public utility easements within vacated roadways, common boundary line
agreements (1983 and 1998) due to conflicting property surveys, a covenant to donate
land to Lincoln County with a one-year transfer window (1983), and a mutual deed
restriction stating that parties to the deed agree not to dispute the vacation of streets &
right of way by the City of Newport (2000). Overall, there are no known easements present
that are considered to adversely impact the subject’s marketability or development
potential.

Building and Site Improvements

The subject property contains no building or site improvements.

William E. Adams, MAT .. 22
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PROPERTY DESCRIPTION (Cont.)
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PROPERTY DESCRIPTION (Cont.)
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HIGHEST AND BEST USE ANALYSIS

The subject site is zoned R-4 by the City of Newport. This is multi-family residential zone
allowing a variety of single & multiple-family residential uses such as single family
dwellings, attached housing, apartment complexes, mobile home parks, residential care
facilities, planned unit developments, and various municipal uses. The City’s zoning and
comprehensive plan designations are in conformance. The subject property is not within
any overlay zones, nor do any easements exist which negatively impact the property. The
property lies outside the 100-year flood plain and there are no geohazard or protection
zones impacting the property. While the property is within a tsunami zone, all uses
allowed in the R-4 zone (except schools & government uses) can be developed within the
tsunami zone. Jurisdictional wetlands are present in the northwest portion of the
property; however, the parcel has sufficient size and access to accommodate development
without disturbing the wetlands.

The 16.40-acre parcel is currently served with municipal utilities and has an irregular
configuration with multiple bisecting road rights of way. As stated earlier in this appraisal
report, the subject property is valued assuming the vacation of these bisecting road rights
of way. This will create a more utilitarian parcel of 19.75 acres and simplify the appraisal
process. This inclusion of the road vacations was by mutual agreement with the client.
Physically, the subject site is suitable for development despite the presence of wetlands
and the gully in the northwest corner. The size and shape of the parcel are conducive to
development without requiring the wetlands area to be converted to developable land.
Such conversion would precipitate conformance with the Department of State Lands
Wetlands Mitigation Program. Instead, the wetlands and gully presents opportunities as
an amenity feature for the development. Overall, the subject has physical characteristics
are suitable for development in accordance with the R-4 zoning criteria.

The parcel’s relatively large size is suitable for a large-scale development including a
senior living facility or a phased multi-family development including condominiums. The
apartment market is relatively strong, but the rental rates achieved in the local market
may not support the construction costs. However, there are still numerous R-4 allowed
uses suitable for the entire site. In addition, the parcel’s size offers the opportunity to
partition the parcel into smaller sites for independent development. This could create a
variety of allowed uses within the R-4 zoned land which could vary from single family to
multi-family projects.

As cited earlier in this appraisal report, the inventory of vacant residential-zoned land
being marketed for sale in the subject’s immediate vicinity is essentially nil. Furthermore,
the availability of residential land within the City of Newport is not considered excessive.
If marketed for sale, demand is expected to be good for this parcel.

The subject’s neighborhood has characteristics desirable for multiple-family residential
development and the neighborhood’s proximity to the Highway 101 commercial corridor (to
the east) is also desirable. There are no neighborhood conditions or land uses that are
detrimental to the subject and the neighborhood is not in transition to alternative uses.

Because of the subject’s attributes and current market conditions, the highest and best
use of the subject property as if vacant is for multiple family residential use in accordance
with the R-4 zoning designation.




VALUATION OF LARGER PARCEL - LAND

As previously stated, the valuation of the subject property assumes completion of the
proposed road vacations. This results in a total parcel size of 19.75 acres. This figure is
based on the 16.40 acres within the 17 tax lots owned by OMSI plus the 3.35 acres of
road vacations to be conveyed to OMSI by the City of Newport. The 19.75-acre parcel is
suitable for an allowed multi-family residential use under the City’s R-4 zoning criteria. A
search for land market data suitable for valuing the subject’s larger parcel resulted in
seven comparables. These comparables specifically consist of three current listings plus
four sales occurring between December 2009 and June 2014. It is noted that the volume
of sales data for multi-family residential land has been relatively low the past few years
and the selected comparables represent the best-available data-set for this valuation.
These comparables are located in proximity to the coastal communities of Newport, Depoe
Bay, and Lincoln City. The comparables range in size from 0.33 to 16.40 acres and
indicate unit prices between $1.14 and $5.80/SF. For this analysis, the appropriate unit
of comparison is the price per SF.

In estimating the land value of the subject’s larger parcel, consideration is given to
property rights conveyed, financing, conditions of sale, market conditions (time of sale),
location, terrain, utility availability, parcel size, configuration, zoning, the presence of
offsite improvements or amenity features, the cost to demolish existing improvements, or
the contributory value of any improvements with remaining economic life. Locational
factors include access and paved/graveled road surfaces. Due to the lack of data to
reliably quantify adjustments, adjustments are made on a qualitative basis in accordance
with the market.

No adjustment for property rights is necessary. All seven comparables either conveyed or
are currently marketing a similar fee simple estate as the subject’s interest being
appraised.

With regard to financing, the four sales involved either cash to seller or cash equivalent
terms. Regarding conditions of sale, the transactions are arm’s length and do not appear
to involve duress. However, Sale 4 involved a Bank REO and the sale price is the lowest of
the assembled market data. The circumstances surrounding this transaction suggest that
an upward conditions of sale adjustment is warranted. With regard to the listings, the
seller’s motivations are not atypical.

The sales occurred between December 2009 and June 2014. The market for this property
type has remained relatively similar during the time span of this market data and up to
the subject’s valuation date. Arraying the data by date of sale indicates no discernable
time trend. The variance in pricing is attributed to factors other than time of sale. Overall,
no time adjustment is necessary for the four sales. With regard to the current listings, a
downward adjustment for listing status is necessary due to the likelihood of a sale price
being negotiated at a lower price than the asking price.

On the following pages are tables summarizing the land comparables as well as a Land
Sales Map. In the Addenda of this appraisal report are photographs of each comparable.




VALUATION OF LARGER PARCEL - LAND (Cont.)

SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE

COMMENTS

1 N/S NE 25th Street
Lincoln City

7-11-11BB: 4302
Doc. No.: 09-14354

$150,000
Cash Equiv.
(12/09)

1.85 Ac.
R-M

$1.86/SF

Located just east of
Highway 101 along paved
road near commercial
corridor. Parcel located
adjacent to church and
open space, with buyer
being City of Lincoln City
wanting to acquire the
parcel for open space
despite its potential for
multi-family residential
development. Parcel has
varying terrain with dense
vegetation, a utilitarian
shape, partial ocean view,
available utilities, but no
offsite improvements. Road-
work and site-work required
for development.

2 SWC SE 3 Street
and Jetty Avenue
Lincoln City

7-11-15DA: 1100
and 1200
Doc. No.: 11-1731

$60,000
Cash Eq.
(2/11)

0.33 Ac.
R-M

$4.17/SF

Corner parcel located in
growing mixed-density
residential area with
average quality detached &
attached dwellings. Parcel
within walking distance to
Highway 101 commercial
corridor. Parcel has a gentle
terrain, open interior,
utilities available, utilitarian
shape, no offsites, and
possible ocean view from
upper floor.

3 W/S Abalone Street
Newport

11-11-17CA: 200+
Doc. No.: 11-10432

$2,250,000
Cash Eq.

(11/11)

16.40 Ac.

R-4

$3.15/SF

Located just south of bridge
and west of Highway 101 in
South Beach mixed-density
residential area containing
mixed-age dwellings. Sale
includes numerous lots
with some lots having paved
roads and other roads
platted but not developed.
Parcel has level to gentle
terrain with small area of
low-lying terrain in
northwest portion of parcel.
Parcel also has an irregular
shape, available utilities, no
view or other amenity
features, no offsite
improvements.

William E. Adams, MAI
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VALUATION OF LARGER PARCEL - LAND (Cont.)

SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE

COMMENTS

4 S/S Yaquina
Heights Drive
Newport

11-11-9BA: 500
Doc. No.: 2014-4849

$100,100
Cash to
Seller

(6/14)

2.01 Ac.
R-3

$1.14/SF

Located in hillside area near
mixed-density residential
uses. Cemetery borders
parcel to west and north side
of roadway. Highway 20
borders to south but no
highway access allowed.
Parcel has varying terrain
with shrub & tree cover,
irregular but utilitarian
shape, available utilities, no
offsite improvements, and no
view or amenity features.
Some sitework needed for
development. Sale involved
Bank REO.

5 SEC SW 27th Street
and Coho Street
Newport

11-11-17BD: 1600+
Doc. No.: n/a

$455,000
Listing
(7/14)

1.80 Ac.
R-4

$5.80/SF

Located just south of bridge
in South Beach mixed-
density residential area near
mixed-age dwellings and
apartments. Within walking
distance to tourist activities,
commercial corridor, and bay.
Parcel has a level terrain,
paved road access, open
interior, utilitarian shape,
available utilities, and no
view amenity or offsite
improvements.

6 W/S Highway 101,
North of Singing
Tree Road

Depoe Bay

9-11-08CD: 100

Doc. No.: n/a

$300,034
Listing
(7/14)

2.00 Ac.
R-4

$3.44/SF

Located on west side of
highway just north of Little
Whale Cove and south of
Depoe Bay commercial
corridor. Nearby dwellings are
average to good quality.
Parcel has paved road access
(highway), gentle downslope
from road, utilitarian shape,
available utilities, both open
and treed interior, and no
offsite improvements or
amenities.

7 South end of SE
Lee Avenue

Lincoln City

7-11-22AD: 2002+

Doc. No.: n/a

$650,000
Listing
(7/14)

7.13 Ac.

$2.09/SF

Parcel has paved access from
Lee Avenue to north and 23rd
Drive to south. Located near
mixed-age dwellings,
apartments, senior living
facilities, and churches. Also
within walking distance to
factory outlet stores. Parcel
has dense vegetation, varying
terrain (gentle to moderate),
partial ocean views,
utilitarian shape, available
utilities, and no offsites.
Much site-work required for
development.
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VALUATION OF LARGER PARCEL - LAND (Cont.)

-

SUBJECT

LAND SALES MAP

William E. Adams, MAI 159

32



VALUATION OF LARGER PARCEL - LAND (Cont.)

It is noted that the subject’s parcel size is larger than the sizes of the comparable market
data. Despite the size variance, the comparables are still suitable for comparison
purposes. Size adjustments are made as appropriate.

The following paragraphs discuss each comparable and the factors warranting
adjustment for comparison with the subject’s larger parcel.

Sale 1 is a 1.85-acre RM-zoned parcel located on the north side of NE 25th Street in
Lincoln City. This parcel is located just east of the Highway 101 commercial corridor in
proximity to dwellings, a church, open space, and commercial uses. This property sold in
December 2009 for $150,000 or $1.86/SF. By comparison with the subject’s land, Sale 1
is similar in property rights, zoning, utilities, and the lack of offsite improvements. No
adjustments are needed for financing, conditions of sale, time of sale, shape, or size.
Upward adjustments are necessary for Sale 1’s inferior locational attributes and terrain,
while a downward adjustment is needed for Sale 1’s superior view amenity. With the
upward adjustments outweighing the downward adjustment, Sale 1 suggests that the
subject’s land value is greater than $1.86/SF.

Sale 2 is a 0.33-acre RM-zoned parcel located at the southwest corner of SE 3rd Street
and Jetty Avenue in Lincoln City. This parcel sold in February 2011 for $60,000 or
$4.17/SF. The parcel is located in a growing mixed-density residential area within
walking distance to the Highway 101 commercial corridor. By comparison with the
subject’s land, Sale 2 is similar in property rights, zoning, utilities, and the lack of offsite
improvements. No adjustments are needed for financing, conditions of sale, time of sale,
location, size, shape, or terrain. A downward adjustment is necessary for Sale 2’s superior
view amenity. With no factors requiring upward adjustment, Sale 2 suggests that the
subject’s land value is less than $4.17/SF.

Sale 3 is a November 2011 sale of the subject property purchased by OMSI for
$2,250,000 or $3.15/SF. The parcel size is 16.40 acres and the parcel is bisected by
multiple road rights of way. For this analysis, the subject’s parcel size is 19.75 acres
inclusive of the road vacations. The inclusion of the road vacation area results in a parcel
having a utilitarian shape for development. The actual shape of the property purchased
by OMSI is irregular and poses some development issues. The sale does not require
adjustments for property rights, financing, conditions of sale, time of sale, or parcel size.
The improved shape warrants an upward adjustment; thus suggesting that the value of
the subject property is slightly greater than $3.15/SF.

Sale 4 is the June 2014 sale of a 2.01-acre R3-zoned parcel located on the south side of
Yaquina Heights Drive in Newport. The sale price of $100,100 is equivalent to $1.14/SF.
As previously stated, the sale involved a Bank REO. By comparison with the subject’s
land, Sale 4 is similar in property rights, utility availability, and the lack of offsite
improvements. No adjustments are needed for financing, time of sale, shape, zoning, or
the parcel size differential. Upward adjustments are necessary for Sale 4’s conditions of
sale as well as its inferior locational attributes and terrain. With no factors warranting
downward adjustments, Sale 4 suggests that the subject’s land vale is greater than
$1.14/SF.




VALUATION OF LARGER PARCEL - LAND (Cont.)

Item 5 is a 1.80-acre R4-zoned parcel located at the southeast corner of SW 27th Street
and Coho Street in south Newport, one block north of the subject property. This parcel is
currently listed for sale at $455,000 or $5.80/SF. By comparison with the subject’s land,
Item S is similar in property rights, locational attributes, utilities, zoning, and the lack of
offsite improvements. No adjustments are needed for conditions of sale, shape, or the
parcel size differential. Downward adjustments are warranted for Item S5’s listing status
and its superior terrain. With no factors requiring upward adjustment, Item 5 suggests
that the subject’s land value is less than $5.80/SF.

Item 6 involves a current listing of a 2.00-acre R4-zoned parcel located on the west side
of Highway 101 just north of Singing Tree Road in proximity to the Depoe Bay
community. The asking price of this parcel is $300,034 or $3.44/SF. By comparison with
the subject, Item 6 is similar in property rights, utilities, zoning, and the lack of offsite
improvements. No adjustments are necessary for conditions of sale, shape, or parcel size.
Downward adjustments are warranted for Item 6’s listing status as well as its superior
locational attributes and terrain. With no factors requiring upward adjustment, Item 6
suggests that the subject’s land value is less than $3.44/SF.

Item 7 involves a current listing of a 7.13-acre RM-zoned parcel located at the south end
of SE Lee Avenue with additional frontage along 23rd Drive in Lincoln City. The asking
price is $650,000 or $2.09/SF. By comparison with the subject, Item 7 is similar in
property rights, utilities, zoning, and the lack of offsite improvements. No adjustments are
necessary for conditions of sale, locational attributes, shape, or parcel size. An upward
adjustment is warranted for Item 7’s inferior terrain. Conversely, downward adjustments
are necessary for Item 7’s listing status and superior view amenity. After reviewing these
adjustments and emphasizing the terrain adjustment, Item 7 suggests that the subject’s
land value is greater than $2.09/SF.

The land value of the 19.75-acre subject parcel is estimated after considering the market
data assembled for this analysis, the adjustments identified in the preceding discussion,
the characteristics of this parcel, and current market conditions.

The market data indicates unadjusted prices between $1.14 and $5.80/SF. After
considering differences between these comparables and the subject parcel, Comparables
1, 3, 4, and 7 suggest a land value greater than $1.14 to $3.15/SF while the remaining
comparables suggest a land value less than $3.44 to $5.80/SF.

Based on the preceding analysis, the parcel’s attributes, and current market conditions,
the land value of the 19.75-acre subject parcel is estimated to be $3.25/SF.

Please note that the client requests the value of the larger parcel be presented on a $/SF
basis rather than estimating the total land value for the larger parcel.

‘William E. Adams, MAT .. 34



VALUATION OF ACQUISITIONS & VACATIONS

As stated earlier in this appraisal report, the City of Newport wishes to acquire road right
of way, utility easements, and a conservation easement to better serve the proposed OMSI
Coastal Discovery Center on the subject property. The existing road network is
insufficient to serve the OMSI property as proposed. In addition, the City intends to
vacate the segment of Anchor Way which lies west of the existing signalized intersection
with Highway 101. ODOT intends to develop a new signalized intersection one block
south at 35th Street and the signalized intersection at Anchor Way will be removed. With
regard to the subject property, the City wishes to acquire two fee takings, one permanent
public utility easement, and one conservation easement. In addition, three road segments
adjacent to the subject property will be vacated.

The Proposed Subdivision Plat on the following page highlights the various acquisitions
and vacations involving the OMSI property. Photographs of the fee takings, easements,
and vacation areas are located just prior to the Property Description section of this
appraisal report. As cited earlier in this report, the City intends to acquire the fee takings
and easements under a willing-seller scenario and not under the threat of condemnation
using the City’s right of eminent domain. It is noted that none of the road rights of way
proposed for vacation have existing roadbed improvements.

The fee takings total 31,667 SF. The 18,514 SF fee taking is proposed for an extension of
30th Street between the existing Abalone Street right of way and 30th Street’s existing
intersection with Brant Street. The 13,153 SF fee taking is intended for the widening of
Abalone Street and extends along the subject’s east boundary line. Currently, the two
takings are covered with native vegetation and there are no developed site improvements
present. While the Abalone Street fee taking has a relatively level terrain, the fee taking for
30th Street includes varying terrain below grade to 30t & Brant Streets.

The public utility easement measures 28 feet wide, totals 14,252 SF, and is situated west of
Abalone Street in the south portion of the parcel. This easement is situated within portions
of 33rd Street and Brant Street that are proposed for vacation. This easement has an
irregular shape and will be used for public utility systems. This area is currently covered
with native grass & shrubs.

The three road vacations intended to be transferred to OMSI total 145,845 SF or 3.35
acres. The 113,335 SF road vacation encompasses multiple road rights of way in the
south and west portions of the parcel. More particularly, this vacation includes portions
of 32nd; 3314, Coho, and Brant Streets. The 30,867 SF vacation lies within the boundaries
of Lot 1 proposed for the conservation easement in the northwest portion of the parcel
and include segments of 31st and Coho Streets. The 1,643 SF vacation is situated near
the parcel’s southeast corner and includes a segment of Abalone Street. As previously
stated, none of the road vacations include developed road improvements. All are covered
with native vegetation.

The description and valuation of the conservation easement area is presented later in this
appraisal report.

‘William E. Adams, MAT . 3
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VALUATION OF ACQUISITIONS & VACATIONS (Cont.)

Value of the Land within the Fee Takings

For the acquisition involving a fee taking, the unit value of the larger parcel (land only)
before the taking is applied to the area taken in fee in order to derive compensation for
the fee taking of land.

As cited earlier in this appraisal report, the sizes of the fee takings are preliminary and
may be revised. As such, the City requests that the value of the fee takings be estimated
and presented on a $/SF basis rather than calculating the total value of the fee taking
segments.

The subject’s land value before the fee taking was estimated using the Sales Comparison
Approach. The value of the subject’s land is estimated to be $3.25/SF. As the fee taking
requires conveyance of the entire ownership rights of land within the fee taking area,
compensation for the fee taking is equivalent to the fee value of the land. As such, the
land value of the two fee takings is $3.25/SF.

Value of the Land within the Permanent Public Utility Easement

The City wishes to acquire a 14,252 SF permanent public utility easement which will be
used for municipal utility systems (water and sanitary sewer). This permanent utility
easement will allow the property owner to utilize the land area for site & landscaping
improvements.

In estimating the value of a permanent easement, consideration is given to the restrictions
on use imposed on the encumbered land as a result of the easement. For most permanent
easements, the property owner is allowed to place certain site and landscaping
improvements within the easement’s boundaries, yet no structures are allowed. This
restriction allows the municipality or a utility provider quick access to the utility
infrastructure in case of repair. Overall, the property owner retains surface-use rights of the
easement area.

It is noted that the permanent easement does not hinder access to or through the larger
parcel. Furthermore, this easement does not adversely impact the parcel’s marketability or
development potential. Adequate area outside the easement area remains available for the
subject’s highest & best use.

The appraiser reviewed easement acquisitions from numerous parties during the past few
years. Easement acquisitions were specifically reviewed involving various coastal and
Willamette Valley municipalities, counties, as well as the Oregon Department of
Transportation. For easements with minimal limitations of use, prices paid have ranged
between 20 and 30 percent of the fee value of the larger parcel (on a per square foot basis).
Please note that this range represents new easements acquired over land with no existing
easement encumbrances. For easements that impair a parcel’s development potential, a
higher rate exceeding 50 percent is typical. For those easements that restrict the property
owner from all surface use of the easement area, the easement acquisition was 100 percent
of the fee value.

William E. Adams, MAT .. 3
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In consideration of the attributes of the permanent public utility easement, the value of the
acquired permanent easement is estimated to be 30 percent of the fee simple value of the
land within the larger parcel. As previously stated, the land value of the larger parcel was
estimated to be $3.25/SF. Applying a 30 percent rate to the $3.25/SF fee land value results
in a $0.98/SF loss in value for the land within the permanent public utility easement. This
$0.98/SF figure is representative of the land value of the permanent public utility
easement.

The City requests that the total value of the permanent easement be estimated for this
appraisal assignment rather than merely citing the easement’s value on a $/SF basis.
Applying the $0.98/SF unit value of the easement to the 14,252 SF of permanent public
utility easement area results in a $13,967 land value for the permanent utility easement.

Value of the Land within the Road Vacations

The City intends to vacate segments of multiple roadways abutting the OMSI property. As
shown on the Proposed Subdivision Plat, three vacation segments totaling 145,845 SF (3.35
acres) will be assembled into the subject property.

The land within the vacated segments are within the R-4 zone, similar to the zoning of the
OMSI property. When assembled with the OMSI property, the vacated road segments will
enjoy the same unit value as the remainder of the property. As previously stated, the land
value of the OMSI property is estimated to be $3.25/SF. Typically, road vacations are
valued based on their “Across the Fence” value as if assembled with the adjacent property.
This methodology is also utilized for railroad corridor properties or abandoned railroad
segments.

If the City were to abandon the roadway and not assemble the property with the abutting
property(s), then the resulting vacated rights of way would typically lack the site
dimensions required under City & County criteria for a new tax lot, or have severe
marketability and development issues as a stand-alone parcel. As such, vacated roadway
segments are typically assembled with the adjacent parcel(s).

As assembled, the vacated area increases the OMSI parcel’s land size and provides the
property owner will the ability to utilize the vacated area in a similar manner as is available
for the balance of the property.

Please note that the sizes of the road vacation are preliminary and may be revised. Due to
this factor, the City requests that the value of the road vacation be estimated on a $/SF
basis rather than calculating the total value of the road vacation. Based on the preceding
analysis, the value of the three road vacations are estimated to be commensurate with the
$3.25/SF land value of the OMSI property.

Value of the Improvements within the Acquisition & Vacation Areas
As previously stated, the subject property and the vacation areas contain no site

improvements. As such, there are no improvements requiring valuation for this
assignment.
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Valuation of Conservation Easement

As shown on the Preliminary Subdivision Plat, Lot 1 in the parcel’s northwest corner
measures 2.43 acres after including the 30,867 SF of vacated roadway. Lot 1 is identified
as the area proposed for a conservation easement. As previously stated, the City of
Newport wishes to acquire a conservation easement over this area. The City-owned parcel
abutting to the north is already encumbered with a conservation easement. The City
intends to utilize the combined conservation easement area for passive recreation, foot
trails, and wildlife observation. No structures will be allowed within the conservation
easement’s boundaries.

The City provided an aerial exhibit delineating the preliminary boundaries of the subject’s
proposed conservation easement and the City’s existing and adjacent conservation
easement. This exhibit is found on the following page. The City notes that the boundaries of
the conservation easement within the OMSI property have been slightly modified since the
creation of this exhibit. The City further states that the size of the conservation easement is
expected to remain at 2.43 acres inclusive of the vacated roadway segments or 1.72 acres
(74,983 SF) net of the road vacations.

Photographs of the conservation easement area within the OMSI property are found prior to
the Property Description section of this report. The conservation easement area is situated
at the northwest corner of the OMSI property, has an irregular shape, and includes varying
terrain with moderate to dense native vegetation. Much of this land is within a gully and its
adjoining banks. Some low-lying wet terrain exists at the bottom of the gully, with the
banks having moderate to steep slopes. Native vegetation within the easement area
includes native grasses, shrubs, and both coniferous & deciduous trees. The easement area
has no view or amenity features. Some of the wet terrain is identified as jurisdictional
wetlands on the City’s Local Wetlands & Riparian Inventory Map. The predominant soil
classification within the easement area is Netarts Fine Sand with a 12 to 30 percent slope.
The terrain of the easement area poses development issues, with the wetlands area
requiring mitigation if disturbed. As part of the entire OMSI property, this area could be
used as a natural viewing area or an on-site amenity feature.

The City provided the appraiser with a copy of the proposed conservation easement
documentation. A copy of the easement document is found in the Addenda of this
appraisal report. Please note that this easement is unsigned; however, it has been
reviewed by both parties and is considered representative of the intentions of both parties.

As stated in the easement, OMSI and the City will collaborate on a program to preserve, in
perpetuity, environmentally-sensitive Coastal Gully areas on their respective properties
through the use of Lincoln County’s Conservation Easement program (or similar method).
The goal of both parties is for the conservation easement area to be managed in a manner
that allows them to be used as part of OMSI’s environmental education curriculum while
providing for low-impact public access to the area. The easement will be an encumbrance
to the land in perpetuity.
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PREFERRED ALTERNATIVE

Map 3-2. Coastal Gully Open Space Concept Plan
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As shown on the Conservation Easement Exhibit on the preceding page, the portion of the
City’s conservation easement within the OMSI property will include a looped trail through
the easement area with a boardwalk along the east and south portions of the trail, a bark
trail in the west portion, and two segments of soft trails leading to the remainder of the
OMSI parcel directly south and to the State Park beachfront to the west. The existing
City-owned conservation easement abutting 30th Street to the north will have a trailhead
with benches, a bicycle rack, and portion of a parking lot and gravel turnaround for
vehicles. There will be no restroom facilities, storage facilities, or other buildings within
the combined conservation easement area. Within the OMSI portion, only the trail system
with pervious cover will be developed.

Per the conservation easement document, numerous covenants are imposed on the
easement area and include: no cutting or removal of native trees or vegetation, except as
may be agreed for restoration and enhancement activities; no development of structures
or buildings except for boardwalks & trails related to the educational use of the easement;
no mining of natural resources; no alteration of topography except for the placement of
signs, benches, and trails; no fencing; restrictions for herbicides & pesticides; as well as
other limitations. OMSI has the obligation to restore and stabilize any areas damaged by
mudslide, tsunami, earthquake, fire, or blow down. If the easement area is devastated by
a catastrophic event (earthquake or tsunami), then OMSI has no obligation to restore and
stabilize the easement area. OMSI also has the financial responsibility to maintain the
easement area. The easement document also defines the process to be undertaken if a
violation occurs regarding either party’s rights or obligations.

In the valuation of OMSI’s larger parcel, the concluded land value was $3.25/SF. This
unit value is reflective of the market value of the entire OMSI property (including road
vacations). This value recognizes that portions of the OMSI property vary in physical
attributes and that portions of the property are more difficult to develop than others.
Certain areas of the OMSI property have varying terrain including wetlands. Disturbance
of wetlands requires compliance with DSL’s Wetlands Mitigation Program. In addition,
utilizing sloping terrain for development incurs higher site preparation and development
costs when compared with utilizing level to gentle terrain. The area proposed for the
conservation easement includes some wetlands and uneven terrain (gully). Prior to the
easement, the owner (or buyer) has the right to develop the easement area, despite the
costs associated with the terrain and the wetlands influence. After placing this area under
a conservation easement, the owner (or buyer) no longer has the right to develop the
easement area. As such, the value of the easement area is impaired relative to its value
prior to the placement of the conservation easement.

In estimating the value of the conservation easement, the City directs the appraiser to
only calculate the contributory value of the easement area exclusive of the road vacations.
As such, only the value of the 1.72 acres (74,983 SF) of easement area is estimated.

As the conservation easement restricts the development of the easement area, the value of
the easement is the difference between the property as developable and the property as
encumbered with the conservation easement. After the placement of the conservation
easement encumbrance, the encumbered area lacks development potential. The value of
the encumbered area can be estimated by analyzing comparable market data similarly
having no development potential. From this data-set, discounts were derived which
reflected the discount from the value of the sale parcel if it had development potential.
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After analyzing these discounts, an appropriate discount is applied to the value of the
subject’s land (as if developable) in order to derive the value of the land without
development potential (as encumbered with the conservation easement).

A search for market data having no development potential was conducted in Newport and
other coastal communities in Lincoln County. From this search, eight sales are
considered suitable for analysis. These sales occurred between January 2011 and
September 2013, range in size from 6,000 SF to 3.69 acres, indicate discounts between
50 and 93 percent, and are located in proximity to the communities of Newport, Otter
Rock, and Siletz. The sales are zoned for varying density residential development
including rural residential. Two parcels are zoned TC, but their small size makes them
eligible for residential development if other physical attributes are present. However, it is
noted that none of these eight comparables have development potential. The lack of
development potential results from a variety of reasons such as insufficient attributes for
a septic system or a location within a wetlands or flood plain.

With regard to the eight sales selected for this analysis, the unit prices vary significantly.
The range of discounts is between 50 and 93 percent, with the discounts heavily
influenced by surface-use availability. As is common with this property type, parcels with
difficult or seasonal surface use generate higher discounts than properties allowing the
buyer to utilize the land area year-round. The most common buyer for a property lacking
development potential is the adjoining property owner. The buyer’s purchase motivation
includes increasing the yard area or buffer from neighbors, ensuring a view amenity, or
controlling adjacent land use.

It is noted that the appraiser also searched for sales activity involving urban properties
encumbered with conservation easements. However, no suitable market data was found.
A number of agricultural properties encumbered with conservation easements were
uncovered, but this data-set is not suitable for comparison with an urban property such
as the subject.

On the following pages are tables summarizing the land comparables as well as a Land
Sales Map. In the Addenda of this appraisal report are photographs of each comparable.
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SALE

LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE/
DISCOUNT

COMMENTS

W/S Highway 101
North of Newport

10-11-17CA: 100
Doc. No.: 11-1135

$20,000
Cash

(1/11)

3.69 Ac.
RR-2

$5,420/Ac.
93%

Oceanfront parcel west of
Highway 101 and directly
north of Moolak Shores
Motel. Parcel has gentle
terrain near road, then bluff
down to beach. Parcel
covered with sand and low
shrubs, has no developed
entry from highway, and
limited recreation potential
due to terrain. RV pad
could be placed on parcel
with County approval.
Parcel lacks development
potential despite zoning.
Parcel has utilitarian shape,
good ocean view, and no
municipal utilities or septic
approval. In 100-year flood
plain with wave action.

N/S Siletz Highway
North of Siletz

8-10-19: 801
Doc. No.: 11-3524

$25,000
Cash Eq.
(4/11)

2.02 Ac.
TC

$12,376/Ac.
75%

Parcel located in rural
residential area north of
Siletz. Bought by adjacent
homeowner for assemblage.
Parcel is 15-feet below road
grade, has some tree cover
near road, then level terrain
with open interior until
reach downsloping
riverbank to Siletz River.
Parcel has a territorial view,
utilitarian shape, and no
potential for development.
Majority of parcel in flood
plain. Parcel suitable for
pasture and recreation.

E/S Old River Road
North of Siletz

9-10-33D: 500, 501
Doc. No.: 12-8815

$25,000
Cash

(9/12)

2.81 Ac.
RR-2

$8,897/Ac.
58%

Located in rural residential
area near below-average to
good quality dwellings.
Parcel has paved road
frontage, slightly above road
grade, utilitarian shape,
gentle terrain, territorial
view, and moderate stand of
medium-growth conifers &
some deciduous trees. No
municipal utilities available.
Septic application denied
and parcel is unbuildable.
Bought by adjacent
homeowner for assemblage
& recreation.
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SALE LOCATION

PRICE/
SALE DATE

SIZE/
ZONING

UNIT PRICE/
DISCOUNT

COMMENTS

4 South End of
Dogwood Street
Newport

11-11-17DD: 801
Doc. No.: 2012-9892

$23,000
Cash

(10/12)

2.44 Ac.
R-1

$9,426/Ac.
85%

Located in South Beach
area just south of mixed-
age residential area and a
few blocks east of Highway
101. Parcel also contains
frontage along Chestnut
Street. Parcel has difficult
access due to elevation
differential between existing
roads and parcel. Much of
parcel has wetlands and
watercourse presence.
Parcel has varying terrain
with grass & shrub cover,
utilitarian shape, and no
view or amenity features.
Parcel is undevelopable.
Located adjacent but
outside city limits. Zoned by
County. Bought by City of
Newport.

5 W/S Siletz Highway
Siletz

10-10-09: 105, 106,
and 107

Doc. No.: 12-10889

$25,000
Cash

(11/12)

2.31 Ac.
TC

$10,823/Ac.
50%

Located along shared
private drive (paved) which
parallels highway and Siletz
River. Parcel is bisected by
drive and has moderate tree
cover, gentle and moderate
terrain, open area just
above river, irregular shape,
and territorial view near
entry drive. Parcel located
near below-average &
average quality homes.
Parcel mostly within flood
plain and is unbuildable.
Parcel suited to recreation
use, but bought by City of
Toledo for water pump
station.

6 NEC SE 116ttt St.
and Acacia Street

South of Newport

12-11-06CA: 100
Doc. No.: 2013-3214

$6,250
Cash
(3/13)

12,150 SF
R-1

$0.51/SF
84%

Located in South Beach
rural residential area one
block east of Highway 101.
116th Street is gravel
surfaced, Acacia Street
frontage not developed.
Located near below-average
to average quality homes.
Parcel has dense vegetative
cover, no offsite
improvements, gentle
upslope to the east, wet
terrain present, and no view
or amenity features. Parcel
is undevelopable and was
denied septic approval.
Buyer owns adjacent land.

William E. Adams, MAI

171

44




VALUATION OF ACQUISITIONS & VACATIONS (Cont.)

PRICE/ SIZE/ UNIT PRICE/
SALE LOCATION SALE DATE ZONING DISCOUNT COMMENTS
7 W/S Rocky Creek $40,000 6,000 SF $6.67 /SF Located in Miroco Blocks
Avenue, fronts Cash R-1A 88% rural subdivision north of
. Otter Rock community. In

Pacific Ocean (5/13) proximity to average to good

North of Otter Rock quality homes. Parcel sits
on bluff overlooking ocean,
has irregular shape with

9-11-19DA: 3600 bisecting watercourse.

Doc. No.: 2013-4598 Gravel r'oad access, good
ocean view, moderate
downslope from road, much
rock outcropping. Parcel is
undevelopable due to small
size, shape, and terrain.
Septic application denied.
Terrain limits recreation
use.

8 E/S Brant Street & $7,005 12,632 SF $0.55/SF Located in rural subdivision

W/S Abalone St. Cash R-1 88% in South Beach area west of
Highway 101. In proximity

South of Newport (9/13) to average to above-average

11-11-31DA: 1402
Doc. No.: 2013-9449

quality homes. Both roads
are gravel surfaced. Parcel
has partial ocean view,
gentle terrain, utilitarian
shape, moderate tree &
shrub cover, and has a
bisecting drainage course.
Parcel was denied septic
system and is not
developable. Buyer owns
adjoining home.
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LAND SALES MAP
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Sale 1 is a 3.69-acre RR-2 zoned parcel located on the west side of Highway 101 north of
Newport. This parcel sold in January 2011 for $20,000 or $5,420 per acre. This
oceanfront parcel is directly north of the Moolak Shores Motel, has a gentle terrain near
the road, then a bluff down to the beach. The parcel has no developed entry to the
highway. The parcel lacks development and has limited recreation potential due to terrain
and overlay/hazard zones. If developable, the parcel’s value would be approximately
$300,000. The discount for its undevelopable status is 93 percent. The parcel has limited
recreation potential, but an RV pad could be placed on the parcel with County approval.

Sale 2 is 2.02-acre TC-zoned parcel located on the north side of the Siletz Highway a few
miles north of the Siletz community. This parcel sold in April 2011 for $25,000 or
$12,376 per acre. The parcel is located in a rural residential area with frontage along the
Siletz River. The parcel lacks development potential due to its presence within a flood
plain. The parcel was purchased by the adjoining property owner for assemblage
purposes. If developable, the parcel’s value would be approximately $100,000. The
discount for its undevelopable status is 75 percent. The parcel is suitable for pasture and
recreation.

Sale 3 is a 2.81-acre RR2-zoned parcel located on the east side of Old River Road just
north of Siletz. This parcel sold in September 2012 for $25,000 or $8,897 per acre. This
parcel was denied septic approval and therefore lacks development potential. The parcel is
situated near below-average to good quality rural residences and was bought by the
adjacent homeowner for assemblage and recreation. If developable, the parcel’s value
would be approximately $60,000. The discount for its undevelopable status is 58 percent.

Sale 4 is a 2.44-acre R1-zoned parcel located at the south end of Dogwood Street and
Chestnut Street in Newport’s South Beach area. The property sold in October 2012 for
$23,000 or $9,426 per acre. The property has difficult access due to the elevation
differential between the parcel and adjoining roadways. The parcel is undevelopable due
to the presence of wetlands and a seasonal watercourse. If developable, the parcel’s value
would be approximately $150,000. The discount for its undevelopable status is 85
percent. The parcel has limited recreation potential due to its terrain and was purchased
by the City of Newport.

Sale 5 is a 2.31-acre TC-zoned parcel located on the west side of the Siletz Highway just
south of the Siletz downtown area. The parcel is also situated along the Siletz River and in
proximity to below-average & average rural residences. This parcel sold in November 2012
for $25,000 or $10,823 per acre. The parcel lacks development potential due to its
presence within the flood plain. The parcel is also bisected by a shared access drive.
Despite the parcel’s potential for recreation use or assemblage, the buyer (City of Toledo)
purchased the parcel for development of a water pump station. If developable, the parcel’s
value would be approximately $50,000. The discount for its undevelopable status is 50
percent.

Sale 6 is a 12,150 SF R1-zoned parcel located at the northeast corner of SE 116t Street
and Acacia Street south of Newport. This parcel sold in March 2013 for $6,250 or
$0.51/SF. Surrounding uses are rural residences rated below-average to average in
quality & condition. The parcel’s Acacia Street is not developed and the parcel has wet
terrain present. The parcel was denied septic approval and is undevelopable. The buyer
owns the adjacent property.
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If developable, the parcel’s value would be approximately $40,000. The discount for its
undevelopable status is 84 percent. A portion of the parcel is suitable for increased yard
area.

Sale 7 involves an oceanfront parcel totaling 6,000 SF and located on the west side of
Rocky Creek Avenue in the Miroco Blocks subdivision north of Otter Rock. This R-1A
zoned parcel sold in May 2013 for $40,000 or $6.67/SF. The parcel is situated in
proximity to average and good quality dwellings, sits on a bluff overlooking the ocean, but
has a difficult terrain with a drainage bisecting the parcel. The parcel was denied septic
approval and is undevelopable. Furthermore, the terrain limits the parcel’s recreation use.
If developable, the parcel’s value would be approximately $329,000. The discount for its
undevelopable status is 88 percent.

Sale 8 is a 12,632 SF R1-zoned parcel located on the east side of Brant Street and the
west side of Abalone Street in a rural residential subdivision just south of Newport. This
parcel sold in September 2013 for $7,005 or $0.55/SF. The parcel is situated in proximity
to average and above-average quality dwellings, has a partial ocean view, and a gentle
terrain with a bisecting watercourse. The parcel was denied septic approval and is
undevelopable. The buyer owns the adjoining dwelling. If developable, the parcel’s value
would be approximately $60,000. The discount for its undevelopable status is 88 percent.

Overall, the discounts from the eight sales range between 50 and 93 percent. Generally,
those sales with severe limitations for surface use generate higher discounts than those
parcels having recreation potential or assemblage benefit to the adjoining owner.

As previously stated, the conservation easement area has some terrain issues that make
development difficult before the placement of the conservation easement encumbrance.
The parcel retains its ability for passive recreation use provided no structures are
developed. Based on the attributes of the easement area and the encumbrance placed on
this area by the placement of the conservation easement, a discount in the lower range
suggested by the sales is appropriate. After reviewing these sales and the subject’s
attributes, a discount of 50 percent is considered appropriate for the subject’s easement
area.

The contributory value of the 74,983 SF easement area has been previously estimated at
$3.25/SF or $243,695. Applying the 50 percent discount results in a deduction of
$121,848. This deduction represents the value of the conservation easement. Deducting
this figure from the unencumbered land value results in a $121,847 land value for the
74,983 SF of land as encumbered with the conservation easement.

Compensable Damages and Special Benefits

The larger parcel’s size before the takings & vacations is 16.40 acres. This parcel size is
reduced to 15.67 acres after the loss of the two fee takings, but is increased to 19.02
acres after the assemblage of the road vacations. The remainder parcel’s size, shape, and
other attributes do not change the parcel’s highest & best use, marketability, or unit
value relative to OMSI’s parcel before the taking.

Given the preceding factors, the subject does not incur compensable damages as a result
of the acquisitions, nor are any special benefits derived which enhance the value of the
remainder property.
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Final Value Estimates

As previously stated, the City requests certain value estimates be presented on a $/SF
basis while the permanent public utility easement and conservation easement be
presented on a lump sum basis. The value estimates calculated in this appraisal report
are summaries as follows.

Value Component Value Estimate

Larger Parcel
19.75 Acres inclusive of assumed road vacations
Fee Takings

$3.25/SF

. . $3.25/SF
Two fee takings totaling 31,667 SF (18,514 + 13,153)
Permanent Public Utility Easement $13,967
14,252 SF near south boundary
Road Vac?.tlons $3.25/SF
145,845 SF in three segments
Conservation Easement $121,847

74,983 SF net of road vacation
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Real Estate Appraisal & Consultation
1809 Sunburst Terrace NW
Salem, OR 97304
Tel: (503) 585-6656
Fax: (503) 585-6444
Email: 1billadams@comcast.net

July 16, 2014

Ms. Nancy Stueber, President
OMSI

1945 SE Water Avenue
Portland, OR 97214

RE: Appraisal Assignment for South Beach Project in Newport

Greetings:

I have been hired by the City of Newport to prepare a real estate appraisal of OMSI’s
property located west of Highway 101 and Anchor Way/Abalone Street in Newport’s South
Beach Area. The City intends to abandon certain road right of way as well as acquire new
right of way, permanent easements, and a conservation easement. These
acquisitions/abandonments are necessary to facilitate construction of the new OMSI Youth
Camp. My contact at the City is Mr. Derrick Tokos (Community Development Director). His
phone number is (541) 574-0626.

In order to prepare my appraisal, I need to conduct a property inspection. I would like to
coordinate with you (or your property representative) an appropriate time for the inspection.
I would welcome the opportunity to discuss the property with you (or your designated
representative), including any sales activity you would like me to be aware, or any
questions you have regarding my assignment. The acquisition/abandonment areas have
already been staked and I hope to conduct my inspections in the next few weeks.

Please contact me at your earliest convenience in order to set an inspection time. If you
choose not to accompany me on an inspection, I would appreciate a letter, email, or a

phone call so that I may proceed with the assignment. You are welcome to submit any
information that you wish to have considered for this appraisal assignment.

Sincerely,

7/ s 2 p

William E. Adams, MAI, MRICS

177
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Land Sale 1. (A5-262)

Land Sale 2. (A5-259)
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Land Sale 3. (A5-249)

Land Sale 4. (A7-688)
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Land Sale 6. (A5-255)
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Land Sale 7. (A5-256)
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Undevelopable Land Sale 1. (A5-265)
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Undevelopable Land Sale 2. (A5-285)

Undevelopable Land Sale 3. (A5-283)
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Undevelopable Land Sale 5. (A5-282)
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Undevelopable Land Sale 7. (A7-689)
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After Recording Return to:

CONSERVATION EASEMENT
GRANT OF IRREVOCABLE (PERPETUAL) CONSERVATION EASEMENT

BY THE OREGON MUSEUM OF SCIENCE AND INDUSTRY
TO CITY OF NEWPORT, OREGON

ARTICLE 1: CONVEYANCE AND PURPOSE OF CONSERVATION EASEMENT

1.1  The Property. Oregon Museum of Science and Industry, an Oregon nonprofit
public benefit corporation (“OMSI”), is the owner of a parcel of real property in the City of
Newport, Lincoln County, Oregon which consists of approximately 19.60 acres of land more
particularly described in Exhibit A attached hereto and by this reference made a part hereof
(the “Property™).

1.2 Memorandum of Understanding. In the course of developing the Property for
an outdoor school and campus (the “Project,” as further defined below), OMSI has entered
into a Memorandum of Understanding (“MOU”) dated March 4, 2013, with the City of
Newport, a municipal corporation of the State of Oregon, and with the Newport Urban
Renewal Agency (together with the City of Newport, herein the “City”), as part of an overall
infrastructure plan for the South Beach area as depicted in the Coho/Brant Infrastructure Plan,
dated August 2012 (the “Plan”), and OMSI and the City have agreed to work collaboratively
to implement the Plan in a coordinated and equitable fashion in order to further neighborhood
improvement goals. As parties to the MOU, OMSI and the City, among other things, agreed
as follows:

“(a) OMSI and the City will collaborate on a program to preserve, in perpetuity,
environmentally sensitive Coastal Gully areas on their respective properties as
generally depicted on Exhibit C [of the MOU], through the use of Lincoln County’s
Conservation Easement program or similar method. The precise area of the
conservation easement will be mutually agreed by OMSI [and the City]. The goal of
both Parties is for these areas to be managed in a manner that allows them to be used
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as part of OMSI’s environmental education curriculum while providing for low impact
public access to areas as envisioned in the Plan.

“(b) OMSI and the City recognize that this collaboration may result in their respective
land ownership and rights-of-way within the Coastal Gully area being consolidated
into a single lot or parcel through the platting process and that it may be necessary to
put in place conservation easements over the affected areas.”

1.3  Easement Grant. OMSI does hereby grant to City a permanent, irrevocable,
non-exclusive easement (the “Conservation Easement”) of the nature and character described
herein over that portion of the Property generally described on the attached Exhibit B and
depicted on Exhibit C, each attached hereto and by this reference made a part hereof (the
“Easement Area”). The Conservation Easement shall continue in effect in perpetuity and
shall run with the land, subject to the terms and conditions hereof.

1.4 Purpose; Project. The purpose of the Conservation Easement is the
preservation, promotion, enhancement, and restoration of the native trees, vegetation,
wetland, natural beauty and scenic values of the Easement Area in perpetuity (the “Purpose”).
The grant of the Conservation Easement initially is intended to be consistent with the
development of OMSI’s outdoor school and campus project on the Property for an
environmental education program (the “Project”).

ARTICLE 2: PHOTOGRAPHS OF PROPERTY

Photographs of the Easement Area in its current condition shall be kept by both the
OMSI and the City to document its condition as of the execution of this Conservation
Easement.

ARTICLE 3: CONDITIONS OF CONSERVATION EASEMENT

3.1  The following covenants shall apply to the Easement Area:

a. No cutting of native trees or removal of natural vegetation, except as
allowed by law and as may be agreed for restoration and enhancement activities.

b. No development or construction of any structures, buildings, or other
non-natural features except for boardwalks and trails related to the educational use of the
Easement Area and other lawful development.

C. No mining such as aggregate, sand, rock, gases, or minerals and no
petroleum drilling.

d. No cell, radio or other communication towers.
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e. No application of herbicides or pesticides is permitted if alternative
methods of control, including removal by hand are available and not cost prohibitive. If
alternative applications are not available or are cost prohibitive, hand application or injection
of herbicides or pesticides may be used after notice has been posted in prominent locations in
the Easement Area for at least ten days prior to application. The notice, at a minimum, shall
identity the time and location of the areas of application, and the chemicals being used.

f. No grading, cuts or fills or other alteration of topography is permitted
except in the placement or construction of signs, benches, the construction of trails, or as
contemplated in 3.2.k, or as allowed by the law and as may be agreed for restoration and
enhancement activities.

g. No dumping of garbage, yard debris, and other waste, nor permanent
storage of trash anywhere on the Easement Area.

h. No dumping or storage of hazardous materials.

i No use of motorized vehicles anywhere on the Easement Area except in
sign, bench, or trail construction that shall be agreed upon by OMSI and City.

J. No subdivision of the Easement Area for any additional development
except as allowed by law.

K. No fencing except as allowed by the law.

I Nothing in this Agreement precludes structures, uses and activities
which are allowed by law.

3.2  OMSI may (shall have the right to) engage in the following activities in the
Easement Area:

a. If catastrophic events impact the Easement Area such as a mudslide,
blow down, tsunami, earthquake or fire (collectively “Events”) occur, OMSI shall in good
faith and in a timely manner use reasonable efforts to restore and stabilize the damaged areas
according to best practices that are consistent with and support the purposes of this
Conservation Easement and as long as such shall not further compromise the stability of the
Easement Area. In restoring the Easement Area, OMSI may remove and sell any salvageable
timber resulting from the Event. If the catastrophic event is an earthquake or tsunami and if it
devastates the Easement Area and surrounding areas, OMSI shall have no obligation to
restore and stabilize the Easement Area.

b. Improve the Property including the Easement Area as allowed by the
law.

C. Remove noxious weeds, bushes, and other invasive species.
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d. Remove any falling or fallen trees that threaten the safety of OMSI
personnel, public trail hikers, residence/structures, or threaten the ingress and egress of the
road or trails.

e. Plant or transplant trees, bushes, perennials, annuals and other flora
anywhere on the Easement Area.

f. Place signs on the Easement Area that reinforce the Conservation
Easement such signage related to trail use, educational information, personal safety and
prohibited activities.

g. Sell, rent, mortgage, gift or devise the Property including the Easement
Avrea.

h. Possess all other rights to control and manage the Easement Area
normally accorded property owners.

I. OMSI shall have the right to enter into additional easements and legal
agreements concerning the Property and the Easement Area without approval of City as long
as the additional easements or agreements do not materially violate or conflict with this
Conservation Easement. The City shall be promptly informed in writing as to any additional
easements/ agreements.

J. All costs and liabilities to maintain the Property, including the
Easement Area shall be the sole responsibility of OMSI.

K. Removal of the man-made earthen fill features on the south, southeast,
and eastern borders of the easement. Wetland features will be protected from all earthwork
activities.

ARTICLE 4: ENFORCEMENT OF THE CONSERVATION EASEMENT

4.1  This Conservation Easement may be enforced by OMSI or the City or their
respective successors in interest.

4.2  Any alleged violation of the Conservation Easement will be brought to the
attention of both OMSI and the City. If the violation includes acts contrary to state statutes,
additional enforcement may include Lincoln County Sheriff’s Office, Lincoln County District
Attorney’s Office, and all other Lincoln County or State of Oregon Authorities.

4.3 Remedial measures for violations by third parties shall be instituted by OMSI
at the City’s reasonable request.
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4.4  OMSI shall inspect the Easement Area at least annually to ensure that the
covenants in this Conservation Easement are being adhered to, or sooner if a violation of the
Conservation Easement is suspected or reported.

45  OMSI shall maintain a written and photographic record of any inspections,
reports of violations, and all remedial actions taken to assure the enforcement of the
Conservation Easement.

4.6  Specific actions to be taken if a violation is suspected.

a. Notice of Intention to Undertake Certain Action; Clarification of
Conservation Easement Terms. The reason for requiring OMSI to notify and obtain approval
from the City prior to undertaking certain activities, which might impair the conservation
values or otherwise defeat or frustrate the purpose of this Conservation Easement, is to afford
the City an opportunity to ensure that the activities in question are designed and carried out in
a manner consistent with the covenants, other terms, conditions and/or purpose of the
Conservation Easement. Whenever notice is required, or if OMSI has a question as to
whether an activity is consistent with the terms of this Conservation Easement or might
negatively impact the conservation values of the Easement Area, OMSI shall notify the City
in writing not less than fourteen (14) days prior to the date OMSI intends to undertake the
activity in question; except that in an emergency forty-eight (48) hour oral notification to the
City shall suffice. The notice shall describe the nature, scope, design, location, timetable, and
any other material aspects of the proposed activity in sufficient detail to permit the City to
make an informed judgment of the activity as to its consistency with the purpose of this
Conservation Easement.

This term is in addition to any other notice or public forum actions required under this
Conservation Easement.

b. City’s Response. City shall give OMSI a written response of its
determination within ten (10) days after the receipt of OMSI’s written request. In the event
the City fails to respond to OMSI’s written request within the ten (10) day period, such
request shall be deemed approved. The City’s approval shall be based upon the City’s
reasonable determination (a) that the proposed use or activity would be consistent with the
provisions of the Conservation Easement, (b) that the proposed action will preserve and
enhance the conservation values protected by this Conservation Easement, and (c) that the
likely effect of the proposed action upon the conservation values of the Easement Area will be
positive. Approval or disapproval shall be within the reasonable discretion of the City and
may be granted upon conditions, provided they tend to further the purpose of this
Conservation Easement. The consent of the City obtained in one circumstance shall not be
deemed or construed to be a waiver by the City for any subsequent activities by OMSI under
this Article.

C. Mediation. If a dispute arises between the Parties concerning the
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consistency of any proposed use or activity with the purpose or terms of this Conservation
Easement that they cannot resolve through unassisted consultation between themselves, and
OMSI agrees not to proceed with, or shall discontinue, the use or activity pending resolution
of the dispute, either party may refer the dispute to mediation by request made in writing upon
the other. Within ten (10) days of the receipt of such a request, the Parties shall mutually
select a single experienced and impartial mediator. If the parties are unable to agree on the
selection of a single mediator, then the parties shall, within fifteen (15) days of receipt of the
initial request, jointly apply to the presiding judge of the Lincoln County Circuit Court for the
appointment of an experienced and impartial mediator. Mediation shall then proceed in
accordance with the following guidelines:

1) Purpose. The purpose of the mediation is to: (i) promote
discussion between the parties; (ii) assist the parties to develop and exchange pertinent
information concerning the issues in dispute; and (iii) assist the parties to develop proposals
which enable them to arrive at a mutually acceptable resolution of the controversy. The
mediation is not intended to result in any express or de facto modification or amendment of
the terms, conditions or restrictions of this Conservation Easement.

@) Participation. The mediator may meet with the parties and their
counsel jointly or ex parte. The Parties agree that they will participate in the mediation
process in good faith and expeditiously, attending all sessions scheduled by the mediator.
Representatives of both parties with settlement authority will attend mediation sessions as
requested by the mediator. The Parties may invite additional persons, such as residents in and
around the subject property, to participate in the mediation.

3) Confidentiality. All information presented to the mediator shall
be deemed confidential and shall be disclosed by the mediator to third parties only with the
consent of the parties or their respective counsel. The mediator shall not be subject to
subpoena by any party. No statements made or documents prepared for mediation sessions
shall be disclosed in any subsequent proceeding or construed as an admission of a party.

4) Time Period. Neither party shall be obligated to continue if the
mediation process exceeds a period of forty five (45) days from the date of receipt of the
initial request or if the mediator concludes that there is no reasonable likelihood that
continuing mediation will result in a mutually agreeable resolution of the dispute.

(5) Costs. The costs of the mediator shall be borne equally by
OMSI and the City; the parties shall bear their own expenses, including attorney’s fees,
individually.

d. City’s Remedies. It is the City’s preference and intent to work on a
voluntary basis with the OMSI to solve any problems that arise through unassisted and
assisted discussions. However, despite good efforts there may be situations that require
corrective action to be taken and the following procedures shall be followed and the following
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time frames provided to allow correction of problems before further action.

1) Notice of Violation; Corrective Action. If the City determines
that OMSI or any occupant of the Property is conducting or allowing a use, activity, or
condition on the Easement Area which is prohibited by the terms of this Conservation
Easement or that a violation of the terms of this Conservation Easement is threatened, City
shall give written notice to OMSI of such violation or threatened violation and demand
corrective action sufficient to cure the violation or terminate the threat, and, where the
violation involves injury to the Easement Area resulting from any use or activity inconsistent
with the purposes of this Conservation Easement, to restore the portion of the Easement Area
So injured.

@) Injunctive Relief. If OMSI fails to cure the violation within
thirty (30) days after receipt of notice thereof from the City, or under circumstances where the
violation cannot reasonably be cured within this period, fails to begin curing such violation
within this period, and/or fails to continue diligently to cure such violation until finally cured.
The City may enter upon the Easement Area and cure the violation, or bring an action at law
or in equity in court of competent jurisdiction to enforce the terms of this Conservation
Easement to enjoin the violation, ex parte as necessary, by temporary or permanent
injunction, and to require the restoration of the Easement Area to the condition that existed
prior to injury.

3) Damages. The City will be entitled to recover compensatory,
but not punitive or consequential, damages for OMSI’s violation of the terms of this
Conservation Easement, or injury to any conservation values protected by this Conservation
Easement. Without limiting OMSI’s liability therefore, the City shall apply any damages
recovered to the cost of undertaking any corrective action on the Easement Area.

4) Emergency Enforcement. If the City, in its reasonable
discretion, determines that circumstances require immediate action to prevent or mitigate
significant damage to the conservation values of the Easement Area, the City may (i) pursue
its remedies under 4.6(b) without prior notice to OMSI or without waiting for the period
provided for cure to expire; and (ii) enter upon the Easement Area for the purpose of
assessing damage or threat to the conservation values thereon and determining the nature of
curative or mitigation actions that should be taken. Notwithstanding the foregoing, the City
shall use its best efforts to give forty eight (48) hours’ notice to OMSI of such actions taken
under this sub-paragraph.

(5) Scope of Relief. The City’s rights under this paragraph apply
equally in the event of either actual or threatened violations of the covenants, other terms,
conditions and purpose of this Conservation Easement. OMSI and City expressly agree that
the Easement Area, by virtue of its protected features, is unique and that a violation of this
Conservation Easement, and any ensuing harm or alteration of the Easement Area, will result
in damages that are irremediable and not subject to quantification. Accordingly, OMSI agrees
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that City’s remedies at law for any violation of the terms of this Conservation Easement are
inadequate and that City shall be entitled to the injunctive relief described in this paragraph,
both prohibitive and mandatory, in addition to such other relief to which the City may be
entitled, including specific performance of the terms of this Conservation Easement, without
the necessity of proving either actual damages or the inadequacy of otherwise available legal
remedies. The City’s remedies described in this section shall be cumulative and shall be in
addition to all remedies now or hereinafter existing at law or in equity.

(6) Liguidated Damages. Inasmuch as the actual damages to the
conservation values of the Easement Area which could result from a breach of this
Conservation Easement by OMSI would be impractical or extremely difficult to measure, the
Parties agree that the money damages City is entitled to recover under ORS 105.810 shall be
the following:

Q) With respect of the construction of any improvement
prohibited by the Conservation Easement, that is not subsequently removed and the Easement
Avrea restored to its previous condition within a reasonable amount of time specified by the
City, the damages shall be an amount equal to the actual cost of removal of such
improvement;

(i) With respect to any use or activity prohibited by this
Conservation Easement and not involving the construction or maintenance of an
improvement, an amount equal to $10,000 in 2014 Dollars; provided, however, that if timber
is harvested in violation of the terms of this Conservation Easement, the amount determined
under this subparagraph (ii) will be equal to the actual sales price or value realized upon
disposition of such harvested timber; and

(iii)  any other damages allowable under ORS 105.810
specifically including, without limitation, restoration of lost or damaged conservation values.
Provided, however that in no circumstances shall the City be entitled to treble damages.

e. Costs of Enforcement. In any suit or action brought by the City to enforce or
interpret the provisions of this Conservation Easement, the prevailing party shall be entitled to
a judgment against the non-prevailing party for the prevailing party’s costs and reasonable
attorney’s fees, including the costs of attorney’s fees on appeal and in enforcing any judgment
or decree, including in a bankruptcy proceeding.

f. City’s Discretion. Enforcement of the terms of this Conservation Easement
shall be at the reasonable discretion of the City, and any forbearance by the City to exercise
its rights under this Conservation Easement in the event of any breach of any covenant or
term of this Conservation Easement by OMSI shall not be deemed or construed to be a waiver
by the City of such covenant or term or of any subsequent breach of the same or any other
term of this Conservation Easement or of any of the City’s rights under this Conservation
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Easement. No delay or omission by the City in the exercise of any right or remedy upon any
breach by OMSI shall impair such right or remedy or be construed as a waiver.

g. Waiver of Certain Defenses. OMSI hereby waives the defenses of laches, and
prescription. Laches constitutes the neglect or omission to assert a right as, taken in
conjunction with lapse of time and other circumstances, causes prejudice to the adverse party.
Prescription is defined as a manner of acquiring rights in a property of another by the passage
of time and usage.

h. Acts Beyond the OMSI’s Control. Nothing contained in this Conservation
Easement shall be construed to entitle the City to bring any action against OMSI for any
injury to or change in the Easement Area resulting from causes beyond OMSI’s control,
including without limitation, other government’s action, fire, flood, storm, tsunami,
earthquake and other naturally occurring earth movement and other similar natural events, or
from any prudent action taken by OMSI under emergency conditions to prevent, abate, or
mitigate significant injury to the Easement Area resulting from such causes.

Additionally, damage caused by trespassers shall not be subject to action against OMSI.

ARTICLE 5: LIABILITIES, TAXES, AND INDEMNIFICATION

5.1 Legal Requirements. OMSI shall conduct its activities and uses in accordance
with all applicable federal, state and local laws, regulations and requirements.

52  Taxes

For so long as the Easement Area is entitled to exemption from ad valorem property tax
under Oregon law, the remainder of this Section 5.2 shall not be applicable. Subject to the
foregoing and except as agreed by the parties in providing for the grant of this Conservation
Agreement through the Lincoln Land Legacy program, OMSI shall pay or cause to be paid
before delinquency all taxes, assessments, fees, and charges of whatever description levied on
or assessed against the Easement Area by competent authority (collectively “taxes”),
including any such taxes imposed upon, or incurred as a result of, this Conservation
Easement, and shall furnish the City with satisfactory evidence of payment upon request. The
City is authorized, but in no event obligated, to make or advance any payment of taxes, upon
fifteen (15) days prior written notice to OMSI in accordance with any bill, statement or
estimate procured from the appropriate authority, without inquiry into the validity of the taxes
or the accuracy of the bill, statement or estimate, and the obligation, caused by such payment
shall bear interest until paid by OMSI the lesser of nine percent (9%) per annum or at the
maximum rate allowed by law. It is intended that this Conservation Easement constitutes an
enforceable restriction within the meaning of ORS 271.715 through 271.795.

53 Hold Harmless.

a. In accordance with Oregon law including but not limited to the Oregon
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Tort Claims Act (ORS 30.260 to 30.300), OMSI shall hold harmless, indemnify, and defend
the City and its officers, employees, agents, attorneys, and contractors and the successors and
assigns of each of them (collectively the “City’s Indemnified Parties”) from and against all
liabilities, penalties, losses, expenses, claims, damages, demands, causes of action, judgments
or costs, including, without limitation, reasonable attorney’s fees, arising from or in any way
connected with or incident to injury to or the death of any person, or physical damage to any
property, resulting from any of OMSI’s negligent, reckless or intentionally wrongful acts,
omissions, conditions, or other matter related to or occurring on or about the Easement Area.

b. In accordance with Oregon law, including but not limited to the Oregon
Tort Claims Act (ORS 30.260 to 30.300), the City shall hold harmless, indemnify, and defend
OMSI and its officers, executives, employees, agents, attorneys, and contractors and the heirs,
personal representatives, successors and assigns of each of them (collectively “OMSI’s
Indemnified Parties”) from and against all liabilities, penalties, losses, expenses, claims,
damages, demands, causes of action, judgments or costs, including, without limitation,
reasonable attorney’s fees, arising from or in any way connected with or incident to injury to
or the death of any person, or physical damage to any property, resulting from any negligent,
reckless or intentionally wrongful acts, omissions, or conditions related to or occurring on or
about the Easement Area by the City, its officers, officials, employees, agents, attorneys,
contractors, heirs, successors and assigns.

ARTICLE 6: EXTINGUISHMENT, CONDEMNATION, INABILITY TO PERFORM AND
SUBSEQUENT TRANSFER

6.1.  Extinguishment. If circumstances arise in the future that render the Purpose of
this Conservation Easement impossible to accomplish (such circumstances to include global
climate change, urbanization, unstable soils, etc.), then this Conservation Easement can be
terminated or extinguished, whether in whole or in part, by judicial proceedings in a court
having jurisdiction. The amount of the proceeds to which OMSI or the City shall be entitled,
after the satisfaction of prior claims, from any sale, exchange, or involuntary conversion of all
or any portion of the Easement Area subsequent to such termination or extinguishment, shall
be determined, unless otherwise provided by Oregon law at the time, in accordance with
Section 6.2 of this Conservation Easement.

6.2  Condemnation. If all or any of the Easement Area is taken by exercise of the
power of eminent domain or acquired by purchase in lieu of condemnation, whether by
public, corporate, or other authority, so as to terminate this Conservation Easement, in whole
or in part, OMSI and the City shall act jointly to recover the full value of the interest in the
Easement Area subject to the taking or in lieu purchase and all direct or incidental damages
resulting from the taking or in lieu purchase. All expenses reasonably incurred by OMSI and
the City in connection with the taking or in lieu purchase shall be paid out of the amount
recovered. Except as provided by applicable law, the entire balance of the amount recovered
shall be paid to OMSI, and the City agree that the City's share of the balance of the amount
recovered shall be zero.
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6.3  The City’s Inability To Fulfill Its Obligations. If the City for any reason
cannot fulfill its obligations under this Conservation Easement, then after notice to OMSI and
notice to the public given thirty (30) days before the effective date of any action, the City
shall assign it rights and obligations to another public entity, including but not limited to the
State of Oregon, that is willing and able to receive the benefits and assume the obligations of
the Conservation Easement; provided, however, that that the assignee public entity’s
obligations shall be subject to the limitations of the Oregon Constitution, local charters, state
and local laws, and the Oregon Tort Claims Act (ORS 30.260 to 30.300).

Such other entity, with purposes similar to Grantee's, constituting a "qualified
organization™ within the meaning of the Internal Revenue Code of 1986, as amended (or any
successor provision(s) then applicable).

6.4  Application of Proceeds. The City shall use any proceeds received under the
circumstances described in this Article 6 for the purposes of this Conservation Easement
grant.

6.5  Subsequent Transfers. OMSI agrees to:

a. Incorporate the terms of this Conservation Easement by reference in
any deed or other legal instrument by which it divests itself of any interest in all or a portion
of the Easement Area, including, without limitation, a leasehold interest;

b. Describe this Conservation Easement in and append it to any executory
contract for the transfer of any interest in the Easement Area;

C. Give written notice to the City of the transfer of any interest in all or a
portion of the Easement Area no later than thirty (30) days prior to the date of such transfer.
Such notice to Grantee shall include the name, address, email and telephone number of the
prospective transferee or the prospective transferee's representative.

The failure of OMSI to perform any act required by this subsection shall not impair the
validity of this Conservation Easement or limit its enforceability in any way.

ARTICLE 7: AMENDMENT

If circumstances arise under which an amendment to or modification of this
Conservation Easement would be appropriate, OMSI and the City are free to jointly amend
this Conservation Easement; provided that no amendment shall be allowed that will affect the
qualification of this Conservation Easement or the status of the City under any applicable
laws, including Section 170(h) of the Internal Revenue Code of 1986, as amended (or any
successor provision(s) then applicable). Any proposed change that affects the provisions and
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integrity of this Conservation Easement shall be directed to OMSI and the City for their
review and input, and shall require their written agreement to such changes if such changes
alter any conditions set forth in the Conservation Easement. Changes shall not materially
alter the conservation purposes of this Conservation Easement. Any such amendment shall be
consistent with the Purpose of this Conservation Easement, shall not affect its perpetual
duration, and shall be recorded in the official records of Lincoln County, Oregon, and any
other jurisdiction in which such recording is required.

ARTICLE 8. ASSIGNMENT

This Conservation Easement is transferable, but the City may assign its rights and
obligations under this Conservation Easement only to an organization that is a governmental
entity or that is a qualified organization at the time of transfer under Section 170(h) of the
Internal Revenue Code of 1986, as amended (or any successor provision then applicable), and
the applicable regulations promulgated thereunder, and authorized to acquire and hold
conservation easements under applicable Oregon law (or any successor provision(s) then
applicable), provided that if such vesting in any of the entities named above is deemed to be
void under the Rule Against Perpetuities, the rights and obligations under this Conservation
Easement shall vest in such organization as a court having jurisdiction shall direct, pursuant to
the applicable Oregon law and the Internal Revenue Code and with regard to the Purpose of
this Conservation Easement. As a condition of such transfer, the City shall require that the
transferee exercise its rights under the assignment consistent with the Purpose of this
Conservation Easement. The City shall notify OMSI in writing, at OMSI's last known
address, in advance of such assignment. The failure of the City to give such notice shall not
affect the validity of such assignment nor shall it impair the validity of this Conservation
Easement or limit its enforceability in any way.

ARTICLE 9. RECORDATION

The City shall record this instrument in a timely fashion in the official records of
Lincoln County, Oregon, and in any other appropriate jurisdictions, and may re-record it at
any time as may be required to preserve its rights in this Conservation Easement.

ARTICLE 10. GENERAL PROVISIONS

10.1 Controlling Law. The interpretation and performance of this Conservation
Easement shall be governed by the laws of the State of Oregon.

10.2 Liberal Construction. Any general rule of construction to the contrary
notwithstanding, this Conservation Easement shall be liberally construed in favor of the grant
to efect the Purpose of this Conservation Easement. If any provision in this instrument is
found to be ambiguous, an interpretation consistent with the Purpose of this Conservation
Easement that would render the provision valid shall be favored over any interpretation that
would render it invalid.
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10.3  Severability. If any provision of this Conservation Easement, or its application
to any person or circumstance, is found to be invalid, the remainder of the provisions of this
Conservation Easement, or the application of such provision to persons or circumstances other
than those as to which it is found to be invalid, as the case may be, shall not be affected.

10.4 Entire Agreement. This instrument sets forth the entire agreement of the
parties with respect to the Easement Area and supersedes all prior discussions, negotiations,
understandings, or agreements relating to the Easement Area, including the MOU, all of
which are merged into this Conservation Easement. No alteration or variation of this
instrument shall be valid or binding unless contained in an amendment that complies with
Article 7 hereof.

10.5 No Forfeiture. Nothing contained in this Conservation Easement will result in
a forfeiture or reversion of OMSI's title in any respect.

10.6  Successors and Assigns. The covenants, terms, conditions, and restrictions of
this Conservation Easement shall be binding upon, and inure to the benefit of, the parties to
this Conservation Easement and their respective personal representatives, heirs, successors,
and assigns, and shall continue as a servitude running in perpetuity with the Easement Area.

10.7 Termination of Rights and Obligations. A party's rights and obligations under
this Conservation Easement terminate upon transfer of the party's interest in the Easement or
Protected Property, except that liability for acts or omissions occurring prior to transfer shall
survive transfer.

10.8 Counterparts. The parties may execute this instrument in two or more
counterparts, which shall be signed by both parties. Each counterpart shall be deemed an
original instrument as against any party who has signed it. In the event of any disparity
between the counterparts produced, the recorded counterpart shall be controlling.

ARTICLE 12. SCHEDULE OF EXHIBITS

A. Legal Description of the Property
B. Legal Description of Easement Area
C. Drawing of Easement Area

TO HAVE AND TO HOLD unto Grantee, its successors and assigns forever.
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IN WITNESS WHEREOF, the undersigned Grantor (OMSI) has executed this

instrument this ___ day of

, 2014,

OREGON MUSEUM OF SCIENCE AND INDUSTRY,
an Oregon nonprofit corporation

Signature

Name (print or type)

Title

[Acknowledgment follows]

Page 14 - Conservation Easement
015929.0070/5971791.7
DRAFT 08/11/2014 1:46 PM

199



STATE OF OREGON )
) ss.
County of )

On the _ day of , 2014, , as of
Oregon Museum of Science and Industry, an Oregon nonprofit corporation appeared before
me and declared the foregoing instrument to be his voluntary act and deed.

NOTARY PUBLIC FOR OREGON

Page 15 - Conservation Easement
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EXHIBIT A

Legal Description of the Property

Page 1 — EXHIBIT A to Conservation Easement
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EXHIBIT B

Legal Description of the Easement Area
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EXHIBIT C

Drawing of Easement Area

Page 1 — EXHIBIT C to Conservation Easement
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QUALIFICATIONS

William E. Adams, MAI
1809 Sunburst Terrace NW
Salem, OR 97304
Telephone (503) 585-6656
Fax (503) 585-6444
Email: 1billadams@comcast.net

ASSOCIATION

Appraisal career commenced in 1984. The appraisal offices of William E. Adams, MAI opened in Salem,
Oregon in August 1999. Between May 1995 and August 1999, William E. Adams, MAI was associated
with the commercial real estate appraisal firm of Herrmann & Company in Salem, Oregon. Prior to May
1995, William E. Adams, MAI was a partner with the appraisal firm of Adams, Bambas & Willmette in
Stockton, California.

PROFESSIONAL AFFILIATIONS

Member of the Appraisal Institute - Designated MAI (No. 9396)

Member of the Royal Institution of Chartered Surveyors — Designated MRICS (No. 1289469)
Member of the Oregon Society of Farm Managers and Rural Appraisers

State of Oregon - Certified General Appraiser No. C000495

EDUCATION
Willamette University, Salem, Oregon; Bachelor's Degree majoring in Economics and Psychology, 1983.

Appraisal Institute: All required courses for MAI designation, and continuing education requirements
have been met.

EXPERIENCE

Clients include many individual property owners and corporations; various agencies of the United
States of America; the State of Oregon; the State of California; several counties and cities in Oregon and
central California; public utilities; banks and other lending institutions; insurance companies;
attorneys and accountants; school districts; and assessment districts.

Assignments were for private purchases and sales; loan and public financing; damage loss; trades; ad
valorem and inheritance taxation matters; bankruptcy proceedings; and public acquisitions through
condemnation.

Aside from typical commercial, industrial and residential properties, assignments include residential
subdivisions and PUDs; master planned communities; mortuaries; auto dealerships; athletic clubs;
general and factory outlet retail centers; professional and medical offices; marinas; urban transition
property; agricultural and rural property; proposed industrial and business parks; bond districts;
school and park sites; surface mines; sanitary landfills (Class II and III); property slated for right of way
acquisition; contaminated lands; environmentally sensitive lands; industrial manufacturing and
warehousing facilities; forest and governmental land; and other issue or special use property.
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Derrick Tokos

From: Jamie Hurd <JHurd@omsi.edu>

Sent: Thursday, August 14, 2014 4.31 PM

To: Derrick Tokos

Subject: RE: Property Appraisal for Sunset Dunes Plat
Derrick,

| am comfortable keeping the diagram as is with the intent that there would be a more complete design process that we
would work together on before actually constructing anything on the site.

Also, upon review of the appraisal one thing that was noted is that the value for the easements seems a little high. As a
comparison in previous instances we had worked on recent projects where the easements were valued at 10% of the
appraised value because there is nothing that we can do with them. This appraisal sets easements at 30% for the streets
and 50% for the conservation easement, which is high in comparison. | know and fully appreciate that the city has
undertaken the work of street vacation and replatting as part of the South beach Urban Redevelopment plan which has
a cost. For the record, | think that the high appraisal value is worth noting.

Other than that, the appraisal looks OK and | approve moving forward with ti on Monday. | am planning on being there.
Is there anything in particular | should come prepared for?

Thanks,

Jamie Hurd
Vice President of Programs

Oregon Museum of Science and Industry
1945 SE Water Avenue

Portland Oregon 97214

0503797 4618 | F 503 797 4568

E jhurd@omsi.edu | www.omsi.edu

Dinosaurs Unearthed on view May 23 - Sept. 2 facebook.com/omsi.museum | twitter.com/omsi

From: Derrick Tokos [mailto:D.Tokos@NewportOregon.gov]
Sent: Wednesday, August 13, 2014 9:22 AM

To: Jamie Hurd

Subject: RE: Property Appraisal for Sunset Dunes Plat

Jamie,
The boardwalk illustration included in the appraisal was taken out of the 2012 Coho/Brant Plan. It is conceptual in
nature and the alignment of the trails/boardwalk is not binding. It is part of our Comprehensive Plan, which means that

as long as the end use is generally consistent with what was conceptually envisioned then the work would be able to
proceed without further amendment to the Plan.
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The appraiser incorporated the diagram into his report because it illustrates a potential future use, which was necessary
to establish a value for the easement. It does not commit either party to those improvements. My preference would be
to avoid amending the appraisal unless you see something that would potentially impact the rationale the appraiser
used to establish the value.

Derrick I. Tokos, AICP

Community Development Director
City of Newport

169 SW Coast Highway

Newport, OR 97365

ph: 541.574.0626

fax: 541.574.0644
d.tokos@newportoregon.gov

From: Jamie Hurd [mailto:JHurd@omsi.edu]

Sent: Tuesday, August 12, 2014 8:11 PM

To: Derrick Tokos

Subject: RE: Property Appraisal for Sunset Dunes Plat

Derrick,

Thanks you for having the appraisal completed. | am going to have our finance and legal team review the document and
will get back to you. | expect the process to be fairly smooth since we have been working so closely together.

I have a question on the boardwalk in the conservation easement. My understanding is that the diagram we have been
using is very preliminary. | have concerns about how the design is currently represented because it provides access right
into the camp. | think there are other options that allow the public to enjoy the wetlands while protecting the campers.
Knowing that was not part of the original design scope | did not address it. | guess | am curious that the description of
the boardwalk was so specific in the appraisal and wonder how much bearing that has on future options. If it is possible
to strike the specific description (I would be happy to mark it for us) that would be my preference. | had planned that we
would work closely with the city at a future date when funding is secured, but would want to keep the documentation
clear just in case it is not you and | working together in the future. How binding is this document?

Best,
Jamie

From: Derrick Tokos [D.Tokos@NewportOregon.gov]
Sent: Tuesday, August 12, 2014 5:41 PM

To: Jamie Hurd

Subject: Property Appraisal for Sunset Dunes Plat

Hi Jamie,

Enclosed is a copy of an appraisal of your property prepared by William Adams, MAI, MRICS, dated August 11, 2014,
related to the proposed plat of Sunset Dunes. The appraisal establishes a per square foot values for the entire property,
the proposed right-of-way take for SW 30th Street and SW Abalone Street, a utility easement the City would be retaining
over portions of SW 33rd Street and SW Brant Street, the value of the Conservation Easement over Lot 1, Block 1 of the
Plat of Sunset Dunes, and the value of land OMSI will receive as a result of the City vacating SW 31st Street, SW 32nd
Street, SW 33rd Street, SW Coho Street, SW Brant Street, and SW Abalone Street.
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The appraisal shows that you will be receiving more value out of the transaction than you will lose through the
dedication of right-of-way and the conservation easement. For this reason, Agency proposes that no monetary
compensation be paid. Agency has taken on the cost of preparing the subdivision plat and appraisal. This was not
factored into the analysis and the Agency is not looking for OMSI to reimburse it for any of that work.

We hope that you agree that this process has contributed value to your landholding by eliminating rights-of-way that
would otherwise be an impediment to your developing the Coastal Discovery Center and in facilitating the extension of
road access to the property.

Please review the appraisal and let me know if you have any questions. The Newport City Council is considering the
proposed right-of-way vacations at its August 18, 2014 meeting and | would appreciate if you could confirm as to
whether or not you agree that this is a reasonable outcome in advance of that meeting.

Thank you,

Derrick I. Tokos, AICP

Community Development Director
City of Newport

169 SW Coast Highway

Newport, OR 97365

ph: 541.574.0626

fax: 541.574.0644
d.tokos@newportoregon.gov
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Derrick Tokos

From: Bob Neathamer <Bob@neathamer.com>

Sent: Friday, August 15, 2014 10:05 AM

To: Derrick Tokos

Cc: eric@rubicon-investments.com; Stdsis@aol.com

Subject: RE: Appraisal Report for Sunset Dunes Right-of-Way Acquisition
Derrick,

The members of Investors XlII find the appraisal acceptable and support proceeding with the proposed right-of-way
vacations. Please contact me with questions or comments.

Robert V. Neathamer | President | Neathamer Surveying, Inc.
Professional Land Surveyor — Water Right Examiner — NSPS Oregon Governor

® (541) 732-2869 | B (541) 732-1382 | (X bob@neathamer.com
3126 State St., Suite 203 | Medford, OR 97504 | www.neathamer.com

From: Derrick Tokos [mailto:D.Tokos@NewportOregon.gov]

Sent: Friday, August 08, 2014 2:49 PM

To: Bob Neathamer

Cc: Nathan Ruf; Tim Gross

Subject: Appraisal Report for Sunset Dunes Right-of-Way Acquisition

Bob,

Attached is a copy of the appraisal report for the rights-of-way being taken and vacated. It also accounts for a public
utility easement that will be acquired and establishes a value for the portion of vacated Anchor Way that will be
conveyed to Richard Murry. All of the areas assessed are as depicted on the proposed plat for Sunset Dunes. Please
share this appraisal with your client and let me know if you have any questions or concerns.

The Agency proposes to compensate Investors XllI, LLC in the amount of $147,682. This amount represents the value of
the right-of-way the Agency is obtaining to construct the SW Abalone Street extension less the land Investors XII will
gain through the vacation of SW Anchor Way. Agency will also compensate for the utility easement it is obtaining and
the portion of the Anchor Way right-of-way that would otherwise have accrued to Investors Xl but is instead being
conveyed to Richard Murry.

We believe that this is a fair outcome that will allow us to proceed to construct SW Abalone Street, a project that will
ultimately benefit your client’s property.

The Newport City Council is considering the proposed right-of-way vacations at its August 18, 2014 meeting and | am
hoping that we can come to agreement as to the amount of due compensation in advance of that meeting.

Derrick I. Tokos, AICP

Community Development Director
City of Newport

169 SW Coast Highway

Newport, OR 97365

ph: 541.574.0626

fax: 541.574.0644
d.tokos@newportoregon.gov
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HERSHNER HUNTER

PAUL V. VAUGHAN
Direct: (541) 302-5244

August 25,2014

BY FIRST CLASS MAIL AND
E-MAIL (d.tokes@newportoregon.gov)

Derrick I. Tokos, AICP
Community Development Director
City of Newport

169 SW Coast Highway

Newport, OR 97365

RE: Richard Murry
Toby Murry Motors, Inc.
Newport Urban Renewal Agency Condemnation
Our File No. 40381.00003

Dear Mr. Tokos:

Mr. Murry and I have carefully reviewed your letter to me of August 19, 2014. We have the
following response.

As stated in my letter to you of August 14, 2014, and we believe this bears repeating, the subject
tentative subdivision plat approval was initiated by the Renewal Agency and the subject street
vacations were initiated by the City Council. Those projects are principally for the benefit of the
city and the Renewal Agency and will allow OMSI to develop its new Coastal Discovery Center
campus. Mr. Murry’s company, on the other hand, has been successfully operating its business
on the Murry property for over 50 years. The Murry property is already developed, it has
excellent access and exposure to the S.W. Coast Highway, and Mr. Murry has been completely
satisfied with the property in its current configuration.

In its current configuration, the Murry property already comprises three separate lots. Through
one or two simple boundary adjustments, Mr. Murry could easily reconfigure his existing lots so
that his leased industrial buildings, with access to S.W. Anchor Way, could be separately sold
and conveyed. That is what Mr. Murry had planned to do. At the same time, Mr. Murry would

1e, Eugene, Oregon 97401 PO Box 1475, Eugene, Oreqon 97440  541-686-8511  fax 541-344-2025
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Derrick 1. Tokos, AICP
August 25,2014
Page 2

be able to retain two of his boundary adjusted lots comprising slightly more than three acres as
necessary to support the franchise for his Toyota dealership.

However, if the city were to condemn the right-of-way needed for the S.W. 35" Street extension
without adding some additional property to the Murry property through a street vacation or by
some other means, then unless Mr. Murry were to tear down his industrial buildings (or at least
some portion of them), he would not be able to separately convey a reconfigured “industrial
buildings lot” as described above and yet still maintain the required minimum three-acre
property ownership in his remaining two lots as necessary to support his Toyota dealership
franchise. Therefore, as stated previously, without the additional land that will inure to his
property by virtue of the vacation of S.W. Anchor Way, the city’s taking from the Murry
property of the land necessary for the new right-of-way for S.W. 35th Street would substantially
increase the city’s cost of the taking because of the very significant damages to the remainder of
the Murry property that would flow from the taking.

We would also point out that since S.W. Anchor Way already provides access to the existing
industrial buildings on the Murry property, vacating that street provides little benefit to the
Murry property even if roughly one-half of the vacated street inures to the property, since
Mr. Murry still needs to provide access to his industrial buildings. Following the street vacation,
the necessary access will simply be provided by a private access drive on the Murry property that
was formally a part of a public street. For that reason, it could reasonably be argued that
Mr. Murry will be worse off as a result of the proposed vacation because presently, there is a
75-foot public right-of-way width within S.W. Anchor Way to allow long vehicles to turn into
the industrial buildings whereas after the vacation of that street, Mr. Murry will only have a
50-foot-wide private driveway providing access to those buildings.

In short, while Mr. Murry is not opposed to the proposed vacation of S.W. Anchor Way in
accordance with the tentative subdivision plat approval that was initiated by the Renewal
Agency, the benefits of the street vacation, even with the additional property added to the Murry
property thereby, is from Mr. Murry’s perspective neutral, or even slightly negative. On the
other hand, the taking of 8,722 square feet of his property along its southerly boundary is very
significant, and he should be fully compensated for that taking.

As a further compromise, however, Mr. Murry is reluctantly willing to agree that the taking
along the southerly boundary of his property for the new right-of-way for S.W. 35th Street may
be deemed to be a taking of only 7,366 square feet. This is in consideration of the fact that 1,356
square feet of vacated S.W. Anchor Way (which would otherwise inure to Investors XII’s
property) has, with Investors XII’s consent and as part of the tentative subdivision plat approval,
been shifted to the Murry property. On that basis, Mr. Murry is willing to make a final offer of
compromise as follows:
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Derrick 1. Tokos, AICP
August 25, 2014
Page 3

Assuming (i) that S.W. Anchor Way is vacated as proposed, (ii) that a final subdivision plat
consistent with the tentative plat approval is finalized (with property ownerships adjusted as
shown on the preliminary plat—at least as they are relevant to the Murry property), and (iii) that
Mr. Murry is assured that he has no responsibility for, and that his property will not be assessed
for any portion of the cost of the improvement of any of the public streets shown on the
preliminary plat (or any infrastructure costs associated therewith), including (without limitation)
the cost of the improvements to S.W. 35" Street (and any new traffic signal at S.W. Coast
Highway), the improvements to relocated Abalone Street, and the improvements to proposed
S.W. 30" Street; then Mr. Murry is willing to accept $108,156 for (x) the fee taking along the
southerly boundary of his property, (y) the contributory value of the affected site improvements,
and (z) the permanent public utility easement. That price is equal to the sum of $14 per square
foot for the “deemed” taking of 7,366 square feet of his property along its southerly boundary,
plus $3,995 for the site improvements, plus $1,037 for the permanent public utility easement.

We trust that the city will agree that Mr. Murry’s offer is quite reasonable under the
circumstances.

Thank you.

Yours truly,

PAUL V. VAUGHAN
PVV:ao

ce: Richard Murry (by e-mail only at dickm@tobymurrytoyota.com)
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CITY OF NEWPORT
169 SW COAST HWY
NEWPORT, OREGON 97365

phone: 541.574.0629
fax: 541.574.0644

http://newportoregon.gov

COAST GUARD CITY, USA mombetsu, japan, sister city

August 19, 2014

Paul Vaughan, Attorney
Hershner Hunter, LLP
180 East 11" Avenue
Eugene, OR 97401

RE: Richard Murry Property
Dear Mr. Vaughan,

Thank you for your letter of August 14, 2014, in which you outline your client, Richard Murry’s,
desire to receive $130,000 in compensation from the Newport Urban Renewal Agency (“Agency”)
for the 8,722 sq. ft. of land that it is interested in acquiring to expand the width of the SW 35" Street
right-of-way by 20-feet. As I mentioned on the phone, the Agency has been working with Mr.
Murry, the partners of Investors XII, LLC, and the Oregon Museum of Science and Industry (OMSI)
for several months now to reconfigure rights-of-way in the area in order to facilitate future
construction of SW 30" Street, SW Abalone Street, and SW 35 Street. Attached is a copy of the
final and agreed upon plat illustrating where rights-of-way are being vacated, public easements are
being acquired, and rights-of-way are being acquired. I also darkened up the line showing where
your client’s new property boundary will be located if SW Anchor Way is vacated.

Mr. Murry’s request for $130,000 would be understandable if the Agency was only surveying the
8,722 sq. ft. that it is looking to acquire for roadway purposes at SW 35" Street. That is not the case
here though. As you can see from the map, the Agency is acquiring rights-of-way in some areas and
releasing them in others in an effort to allow for the construction of the listed roads while at the same
time adding value to the adjoining properties. In OMSI’s case the added value is derived from the
vacation of rights-of-way that would otherwise prevent them from being able to develop a planned
Coastal Youth Camp in a logical manner. With respect to Investors XII, it is the enhanced access to
their vacant commercial property that will result from the extension of SW Abalone Street in 2015,
coupled with the installation of a new US 101/35" Street signal and the construction of SW 35t
Street by the State in 2017. For your client, the additional .26 acres of land gained from vacating
SW Anchor Way allows him to place the three buildings he currently leases for light-industrial use
onto a separate parcel while still maintaining the 3.0 acres he needs for the dealership’.

Both OMSI and Investors XII have acknowledged that what is proposed here is a land swap and both
have agreed to deduct land being vacated from the land being acquired on 1:1 square footage basis.
Agency’s August 8, 2014 offer to your client followed this same approach.

! Richard Murry currently owns 3.5 acre of property as a single unit of land that includes the Toyota Dealership, three light
industrial buildings. Agency acquisition of the 8,722 sq. ft. of land would not put the property at risk of falling below the 3.0
acre minimum that Mr. Murry has indicated is required in order for him to maintain a Toyota franchise.
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You are correct that through a typical street vacation petition, the adjoining right-of-way would
accrue to the adjoining properties on a proportional basis. However, this street vacation was
initiated by the City Council, not a petition, and they are under no obligation to follow through with
that action if they do not believe that it is in the public interest to do so.

Frankly, our Council is struggling with the same issue that your client has expressed, which is why
should they gift 18,580 sq. ft. of land to Richard Murry, and acquire an additional 1,356 sq. ft. from
Investors XII, LLC to append to Mr. Murry’s property (at his request) if at the end of the day they
get no consideration for their effort?. This is not to mention, additional benefits Mr. Murry will
receive as a result of SW 35™ Street being constructed along his south property boundary; the value
of the paved road that he obtains through the vacation of SW Anchor Way, which was not accounted
for in the appraisal; and the fact that he is getting his property surveyed into three lots, in a
configuration of his choosing, at no cost. For these reasons the Agency believes that it is only fair
that there be some consideration given by Mr. Murry.

The Agency recognizes that Mr. Murry’s Toyota dealership is the only developed site impacted by
this proposed plat and that he has not sought any of the changes discussed. Given that is the case,
the Agency is willing to revise its offer to provide $50,000 in compensation in addition to the steps it
has already taken (or is prepared to take), as listed herein, to ensure that Mr. Murry is fairly
compensated.

[ appreciate the time and effort you have taken to express your client’s interests and concerns and
hope that we can find a way to get to an equitable accommodation.

Sincerely,

T

A I
Derrick I. Tokos, AICP
Community Development Director

City of Newport
ph: 541-574-0626

Attachment

2 Agency is using the Plat of Sunset Dunes to adjust the location of the property line that would otherwise have resulted from
vacating SW Anchor Way so that it is configured in a manner that is advantageous to Mr. Murry. This required that 1,356 sq.
ft. of land that would have otherwise gone to Investors XII, LLC be instead transferred to Richard Murry. The location of the
new common boundary line is as requested by Mr. Murry, giving him 50-feet of loading area in front of the three industrial
buildings, something he felt was very important for resale purposes. This is land that Mr. Murry does not currently own and
would not possess even with a typical street vacation.

Page 2 of 2
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HERSHNER HUNTER

PAUL V. VAUGHAN
Direct: (541) 302-5244

August 14,2014

BY FIRST CLASS MAIL AND
E-MAIL (d.tokos@newportoregon.gov)

Derrick I. Tokos, AICP
Community Development Director
City of Newport

169 SW Coast Highway

Newport, OR 97365

RE: Richard Murry
Toby Murry Motors, Inc.
Newport Urban Renewal Agency Condemnation
Our File No. 40381.00003

Dear Mr. Tokos:

Our office represents Richard Murry and his company, Toby Murry Motors, Inc., in connection
with various matters. 1 am writing this letter in response to your letter to Mr. Murry of
August 8, 2014 regarding the city’s proposed condemnation of a strip of land along the southerly
boundary of the Murry property for a new right-of-way for the extension of S.W. 35" Street.
The proposed take also includes (i) the improvements located within the subject strip of land
consisting of asphalt, parking bumpers, gravel and a display sign; and (ii) a permanent public
utility easement near the southerly boundary of the Murry property.

In your letter, you state that the Newport Urban Renewal Agency has proposed that Mr. Murry
receive no compensation for the taking of his property. Stated otherwise, the Renewal Agency
proposes that Mr. Murry make a gift to the city that is valued, per the city’s own appraisal, at
more than $127,000 dollars. For the reasons explained below, Mr. Murry is unwilling to make
the requested gift and he expects to be fully compensated for the taking of his property.

Although Mr. Murry believes that the fair market value of the takings property is at least

$144,584 and that an independent appraisal would likely indicate a value of substantially more

ATTORNEYS 180 East 11th Avenue, Eugene, Oregon 97401 PO Box 1475, Eugene, Oregon 97440  541-686-8511  fax 541-344-2025
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Derrick 1. Tokos, AICP
August 14, 2014
Page 2

than $150,000, as a compromise, he would be willing to accept compensation in the amount of
$130,000 if the issue can be resolved expeditiously and without the need for litigation."

We understand that the Renewal Agency believes that Mr. Murry should make this gift because
additional property will inure to his property by virtue of the vacation of Anchor Way, which
street is proposed to be vacated pursuant to File No. 1-SV-14. Effectively, the Renewal Agency
is arguing that Mr. Murry should pay for the land that will become his if Anchor Way is vacated,
even though the other property owners who will also benefit from additional land that will inure
to their respective properties upon approval of the street vacations described in File No. 1-SV-14
are not being asked to pay the city for that land. We don’t understand why the Renewal Agency
believes that Mr. Murry should be singled out and treated differently from other property owners,
and indeed, we believe that such disparate treatment would violate the Equal Protection Clause
of the United States Constitution.

Moreover, we are also unaware of any provision of the city’s code that obligates a property
owner to pay for land that inures’ to the benefit of the property owner’s property as a
consequence of the city’s vacation of a public right-of-way.

We would also point out that the subject tentative subdivision plat approval was initiated by the
Renewal Agency and that the subject street vacations were initiated by the City Council. Those
projects are principally for the benefit of the city and the Renewal Agency and will allow OMSI
to develop its new Coastal Discovery Center campus. Mr. Murry’s company, on the other hand,
has been successfully operating its business on the Murry property for over 50 years. The Murry
property is already developed, it has excellent access and exposure to the S.W. Coast Highway,
and Mr. Murry has been completely satisfied with the property in its current configuration.
Nevertheless, he has endeavored to cooperate with the city, the Renewal Agency and
Investors XII with respect to the proposed street vacations and tentative subdivision plat; but that
cooperation has always been subject to his understanding that he would not be expected to pay
for the land that would inure to his property by virtue of the vacation of Anchor Way.

We would also point out that the Minutés of the Newport Planning Commission’s July 14, 2014
meeting (during which the commission held public hearings on both the proposed vacation
ordinance and the tentative subdivision plan approval) reflect that you testified that Mr. Murry
and Investors XII had consented to the proposed vacations “as long as they got the land.”

! Mr. Murry’s offer is, of course, subject to the provisos (i) that the portion of Anchor Way abutting his property that
is proposed to be vacated pursuant to File No. 1-SV-14 must be vacated so that the Murry property will continue to
satisfy the three-acre minimum required for his company to maintain its Toyota dealership franchise; and (ii) that the
adjusted boundaries of his property conform to the tentative subdivision plat approved by the Final Order of the
city’s Planning Commission in File No. 1-SUB-13. If the land condemned for the S.W. 35th Street extension and
the utility easement is not offset by the land that will inure to the Murry property by the vacation of Anchor Way as
proposed in File No. 1-SV-14 and as supplemented by the additional land adjustment from the adjacent property
owner as reflected in the tentative subdivision plat approval, the damages to the remainder of Mr. Murry’s property
would be enormous, and he would be forced to relocate his Toyota dealership.
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Derrick I. Tokos, AICP
August 14, 2014
Page 3

Furthermore, in Mr. Murry’s case and as mentioned in Footnote 1 to this letter, without the
additional land that will inure to his property by virtue of the vacation of Anchor Way, the city’s
taking from the Murry property of the new right-of-way for S.W. 35" Street would very
substantially increase the city’s cost of the taking because of the damages to the remainder of the
Murry property and the cost of relocating Mr. Murray’s franchised Toyota dealership to another
property that meets the minimum three-acre requirement that is a condition of the franchise.

In short, Mr. Murry is entitled to the land that will inure to his property by virtue of the vacation
of Anchor Way, just as any other property owner in Newport is entitled to receive, without
compensating the city, the land that inures to such property owner’s property by virtue of a city
initiated street vacation. Mr. Murry is also entitled to be paid just compensation for the property
that the city seeks to take for the extension of S.W. 35" Street and as stated above, he expects to
be fully compensated for that taking as required by law.

Thank you for your consideration.

Yours truly,
PAUL V. VAUGHW
PVV:ao

cc: Richard Murry (by e-mail only at dickm@tobymurrytoyota.com)
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CITY OF NEWPORT
169 SW COAST HWY
NEWPORT, OREGON 97365

phone: 541.574.0629
fax: 541.574.0644

http://newportoregon.gov

COAST GUARD CITY, USA OREGON mombetsu, japan, sister city

HAND DELIVERED
August 8, 2014

Richard Murry
13398 Alsea Highway
Tidewater, OR 97390

RE: Property Appraisal for Sunset Dunes Plat
Dear Mr. Murry,

Enclosed is a copy of an appraisal of your property prepared by William Adams, MAI, MRICS,
dated August 7, 2014, related to the proposed plat of Sunset Dunes. The appraisal establishes a per
square foot values for the entire property, the proposed right-of-way take along SW 35™ Street, the
improvements within the take area, a utility easement the City would be acquiring along SW 35%
Street, land you will receive as a result of the City vacating SW Anchor Way, and the value of the
land that would have otherwise accrued to Investors XII but will instead be incorporated into your
ownership.

The appraisal shows that you will be receiving more value out of the transaction than you will lose
through the dedication of right-of-way. For this reason, Agency proposes that no monetary
compensation be paid.

We hope that you agree that this process has contributed value to your landholding by increasing the
overall size of your ownership, and that the lots as newly configured will meet your business needs.

Please review the appraisal and let me know if you have any questions. The Newport City Council
is considering the proposed right-of-way vacations at its August 18, 2014 meeting and I would
appreciate if you could confirm as to whether or not you agree that this is a reasonable outcome in
advance of that meeting.

Sincerely,

L}

Derrick I. Tokos, AICP
Community Development Director
City of Newport

Ph: 541-574-0626
d.tokos@newportoregon.gov

attachment
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NEYRORT

OREGON

JOINT CITY COUNCIL, TOURISM FACILIITIES GRANT REVIEW TASK FORCE, AND LOCAL
CONTRACT REVIEW BOARD MEETING AGENDA
Tuesday, September 2, 2014 - 6:00 P.M.
Council Chambers

The joint meeting of the Newport City Council, Tourism Facilities Grant Review Task Force, and Local
Contract Review Board will be held on Tuesday, September 2, 2014, at 6:00 P.M. The meetings will be
held in the Council Chambers of the Newport City Hall, located at 169 S.W. Coast Highway, Newport,
Oregon 97365. A copy of the agenda follows.

The meeting location is accessible to persons with disabilities. A request for an interpreter for the
hearing impaired, or for other accommodations for persons with disabilities, should be made at least 48
hours in advance of the meeting to Peggy Hawker, City Recorder at 541.574.0613.

The City Council reserves the right to add or delete items as needed, change the order of the agenda,
and discuss any other business deemed necessary at the time of the meeting.

CITY COUNCIL
Tuesday, September 2, 2014 - 6:00 P.M.
Council Chambers

Anyone wishing to speak at a Public Hearing or on an agenda item should complete a Public Comment
Form and give it to the City Recorder. Public Comment Forms are located at the entrance to the City
Council Chambers. Anyone commenting on a subject not on the agenda will be called upon during the
Public Comment section of the agenda. Comments pertaining to specific agenda items will be taken at
the time the matter is discussed by the City Council.

I.  Pledge of Allegiance
[l.  Call to Order and Roll Call

lll. Public Comment
This is an opportunity for members of the audience to bring to the Council’s attention any item
not listed on the agenda. Comments will be limited to three (3) minutes per person with a
maximum of 15 minutes for all items. Speakers may not yield their time to others.

IV. Proclamations, Presentations, and Special Recognitions
1
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Any formal proclamations or recognitions by the Mayor and Council can be placed in this section.
Brief presentations to the City Council of five minutes or less are also included in this part of the
agenda.

A. Proclamation - September Disaster Preparedness Month
B. Presentation by the 2014 Mombetsu Sister City Student Delegation

V. Consent Calendar
The consent calendar consists of items of a repeating or routine nature considered under a single
action. Any Councilor may have an item on the consent agenda removed and considered
separately on request.

A. Approval of City Council Minutes from the Regular Meeting of August 18, 2014, Joint City
Council and Urban Renewal Agency Executive Session of August 18, 2014, Special
Meeting and Executive Session of August 25, 2014 (Hawker)

B. Approval of a Recommendation to the Oregon Liquor Control Commission (OLCC) to
Grant a Change of Ownership for Off-Premise Sales Liquor License for Bevan’s Market.

C. Approval of a Recommendation to Oregon Liquor Control Commission (OLCC) to Grant
an Off-Premise Sales Liquor License to Nye Beach Sweets

D. Mayoral Committee Appointments

1. Confirm the Mayor’'s Appointment of Laura Anderson to the Bay Front Parking
District Committee.
2. Confirm the Mayor’s Appointment of Debra Smith to the Airport Committee for a
Term Expiring 12/31/15
3. Confirm the Mayor’s Appointment of Susan Painter to the Airport Committee for a
Term Expiring 12/31/15
E. Approval to Pay the Expenses for Council President Swanson to Attend Leadership
Lincoln.
F. Approval of Emergency Expenses for the Schooner Landing Sewer Failure in the Amount
of $50,099.77

VI.  Public Hearing
This is an opportunity for members of the audience to provide testimony/comments on the specific
issue being considered by the City Council. Comments will be limited to three (3) minutes per
person

A. Public Hearing and Consideration of Resolution No. 3690 of the City of Newport which
Provides for a Supplemental Budget and Makes Appropriation Adjustments to the Airport
Fund and Capital Projects Fund.

VIl. Communications
Any agenda items requested by Mayor, City Council Members, City Attorney, or any
presentations by boards or commissions, other government agencies, and general public will be
placed on this part of the agenda.

A. From the Tourism Facilities Grant Review Task Force - Recommendations for Tourism
Facilities Grant Awards

B. From the Airport Committee - Recommendation to Explore the Contractual Operation of
Parts or all of the Newport Municipal Airport
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VIIl.  City Manager Report
All matters requiring approval of the City Council originating from the City Manager and
departments will be included in this section. This section will also include any status reports for
the City Council’s information.

A. Consideration of Resolution No. 3691 Declaring the Intention to Reimburse Expenditures
from Proceeds of Tax-Exempt Obligations

B. Possible Adoption of Ordinance No. 2088 - an Ordinance Vacating Portions of SW 31st
Street, SW 32nd Street, SW 33rd Street, SW Coho Street, SW Brant Street, SW
Abalone Street, and SW Anchor Way

C. Report on the Finance Department Reorganization

D. Report on the Process to Review and Amend Title X of the Municipal Code Relating to
Electronic Message Signs in Publicly Zoned Properties

IX. LOCAL CONTRACT REVIEW BOARD MEETING AGENDA
Tuesday, September 2, 2014
City Council Chambers
A. Call to Order
B. Approval of the Purchase of Two Police Vehicles.

C. Approval of the Purchase of 2014 John Deere 410K Backhoe Loader

D. Adjournment

X. Report from Mayor and Council

This section of the agenda is where the Mayor and Council can report any activities or discuss
/ssues of concern.

Xl.  Public Comment
This is an additional opportunity for members of the audience to provide public comment.
Comments will be limited to five (5) minutes per person with a maximum of 15 minutes for all
items. Speakers may not yield their time to others.

Xil.  Adjournment

221



222



PROCLAMATION

NATIONAL PREPAREDNESS MONTH, SEPTEMBER 2014

WHEREAS, "National Preparedness Month” creates an important
opportunity for every resident of Newport to prepare their homes,
businesses, and communities for any type of emergency from natural
disasters to hazardous materials incidents or potential terrorist attacks; and

WHEREAS, investing in the preparedness of ourselves, our families,
businesses, and communities can reduce fataliies and economic
devastation in our communities and in our nation; and

WHEREAS, the Federal Emergency Management Agency's Ready
Campaign, Citizen Corps and other federal, state, local, private, and
volunteer agencies are working to increase public activities in preparing for
emergencies and to educate individuals on how to take action; and

WHEREAS, emergency preparedness is the responsibility of every
citizen of Newport and all citizens are urged to make preparedness a priority
and work together, as a team, to ensure that individuals, families, and
communities are prepared for disasters and emergencies of any type; and

WHEREAS, all citizens of Newport are encouraged to participate in
citizen preparedness activities and asked to review the Ready campaign's

more prepared.

NOW, THEREFORE, |, Sandra N. Roumagoux, Mayor of the City of
Newport hereby proclaim September, 2014 as National Preparedness
Month in Newport, and encourage all citizens and businesses to develop
their own emergency preparedness plan, and work together.

Sandra N. Roumagoux, Mayor
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August 18, 2014
6:00 P.M.
Newport, Oregon

The City Council of the City of Newport met on the above date in the Council
Chambers of the Newport City Hall. On roll call, Allen, Beemer, Busby, Sawyer, and
Swanson were present. Roumagoux and Saelens were excused.

Staff present was City Manager Nebel, City Recorder Hawker, Community
Development Director Tokos, Interim Fire Chief Rob Murphy, Public Works Director
Gross, Parks and Recreation Director Jim Protiva, and Police Chief Miranda.

PLEDGE OF ALLEGIANCE
Council, staff, and the audience participated in the Pledge of Allegiance.
PUBLIC COMMENT
PROCLAMATIONS, PRESENTATIONS, AND SPECIAL RECOGNITIONS
Proclamation of Appreciation to Lincoln County Sheriff's Office Chief Civil Deputy
Christie Meister on her Retirement. Swanson issued a proclamation to Lincoln County

Sheriff's Office Chief Civil Deputy Christie Meister recognizing her on her retirement.
Meister accepted the proclamation.

Proclamation of Appreciation to Pamela Salisbury on her Retirement from the
Children’s Advocacy Center. Swanson issued a proclamation to Pamela Salisbury,
Executive Director of the Children’s Advocacy Center, recognizing her on her retirement.
Salisbury accepted the proclamation.

CONSENT CALENDAR
The consent calendar consisted of the following items:

A. Approval of City Council Minutes from the regular meeting and work session of July
21, 2014.

MOTION was made by Allen, seconded by Beemer, to approve the consent calendar
as presented. The motion carried unanimously in a voice vote.

PUBLIC HEARING

Public Hearing and Possible Adoption of Ordinance No. 2068 Vacating Portion of
SW 31st Street, SW 32n Street, SW 331 Street, SW Coho Street, SW Brant Street, SW
Abalone Street, and SW Anchor Way. Hawker introduced the agenda item. Nebel
reported that on April 7, 2014, the City Council initiated the process to vacate portions of
SW 31st Street, SW 32" Street, SW 33 Street, SW Coho Street, SW Brant Street, SW
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Abalone Street, and SW Anchor Way in conjunction with the Newport Urban Renewal
Agency and in coordination with the Oregon Museum of Science and Industry (OMSI),
Investors XIl, LLC, and Richard Murry (Toby Murry Motors) to reconfigure road rights-of-
way adjoining these properties which will extend SW Abalone Street and provide for the
construction of portions of SW 30t Street and SW 35t Street.

Nebel reported that this matter was referred to the Planning Commission which
recommended that the City Council proceed with the public hearing and consider adoption
of an ordinance which would vacate the streets listed above.

Nebel reported that if approved by the City Council, the street vacations will not be
effective until the Sunset Dunes plat is recorded and a conservation easement is put into
place over Lot 1, Block 1 of the plat. He noted that the conservation easement facilitates
low impact public access to a coast gully and wetland areas in a manner consistent with
the plans developed with the South Beach community in 2012.

Nebel reported that Exhibit B in the City Council agenda summary shows the proposed
street vacations as well as the proposed new streets that will be created to reconfigure the
traffic patterns to the property located to the west of Highway 101 in South Beach.

Nebel recommended that the City Council hold a public hearing on the adoption of
Ordinance No. 2068, vacating portions of SW 31st Street, SW 32nd Street, SW 33rd
Street, SW Coho Street, SW Brant Street, SW Abalone Street and SW Anchor Way to be
effective once the Sunset Dunes plat is recorded and a conservation easement is put in
place over Lot 1, Block 1 of the plat.

Swanson opened the public hearing at 6:08 P.M. She called for public comment.
There was none. She closed the public hearing for Council deliberation at 6:09 P.M.

MOTION was made by Beemer, seconded by Sawyer, that Council finds that
vacating the subject street rights-of-way is in the public interest subject to negotiations
being completed with the three affected landowners for rights-of-way that are being
acquired with the plat of Sunset Dunes, and that a copy of the street vacation ordinance
be scheduled on the Council agenda as an action item once those negotiations have
been wrapped up. The motion carried unanimously in a voice vote. Allen noted that
Council has made a finding that the street vacations are in the public interest, but more
specific detailed findings will be included in the final ordinance presented for adoption.
The motion carried unanimously in a voice vote.

Public Hearing and Possible Adoption of Ordinance No. 2070 Adopting the 2014
Oregon Fire Code. Hawker introduced the agenda item. Nebel reported that the Office
of the State Fire Marshal has statutory authority to adopt a Fire Code. He stated that the
office uses the model code from the International Code Council (ICC) and, along with
amendments from the Oregon Fire Code Committee, adopts the Oregon Fire Code. He
noted that all jurisdictions in Oregon are required to adopt the 2014 Code by September
1, 2014.

Nebel recommended that the City Council hold a public hearing on Ordinance No.
2070, an ordinance repealing and re-enacting Chapter 11.10 of the Newport Municipal
Code and adopting the 2014 Oregon Fire Code.

Swanson opened the public hearing at 6:12 P.M. She called for public comment.
There was none. She closed the public hearing at 6:13 P.M. for Council deliberation.

MOTION was made by Sawyer, seconded by Allen, to read Ordinance No. 2070, an
ordinance repealing and re-enacting Chapter 11.10 of the Newport Municipal Code
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adopting the 2014 Oregon Fire Code, by title only and place for final passage. The
motion carried unanimously in a voice vote. Hawker read the title of Ordinance No.
2070. Voting aye on the adoption of Ordinance No. 2070 were Sawyer, Swanson,
Busby, Beemer, and Allen.

Public Hearing and Possible Action Authorizing the City to Design, Construct, and
Acquire a Community Electronic Message Sign Located on the NW Corner of Highway
101 and Hurbert Street as Proposed by the City Center Newport Association. Hawker
introduced the agenda item. Nebel reported that at the July 21, 2014 City Council
meeting, a presentation was made by the City Center Newport Association regarding
proceeding with the design, construction, and acquisition of an electronic message sign
that would be located at the NW corner of Highway 101 and Hurbert Street.

Nebel reported that on behalf of the City Center Newport Association, Frank Geltner
and Zach Pool have been working on this project as an alternative to a park
development, at this location, that was designed and bid but deemed too expensive to
move forward with after bids were received. He added that the City Council had
appropriated $100,000 for this purpose, and of the original $100,000, $90,000 is still
reserved for a city center project.

Nebel reported that the City Center Newport Association has been spearheading an
effort to create a community message sign at this location that would not only benefit
the city center but other city organizations. He added that a presentation was made by
the City Center Newport Association representatives to the City Council at the
November 18, 2013, City Council meeting. He noted that during this meeting, a number
of questions were raised as to the community acceptance of the sign, operations, and
financial sustainability of the project after it is constructed, along with questions
regarding the overall design, and the reader board. He stated that the packet contains
communication from Frank Geltner which includes a financial analysis of the potential
revenue that could be generated to help maintain the project. He added that there has
been initial discussion with the Greater Newport Chamber of Commerce acting as the
administrator on operational issues related to the sign. He noted that in reviewing the
November 18, 2013, minutes which are included in the packet, there was discussion
related to whether this project should go forward, and that city support will be
necessary to proceed with final design and procurement processes. He added that
there are a number of issues that the City Center Newport Association would like to
explore with the city if the sign is permitted, including the timing restrictions on the
routing of messages.

Nebel reported that at the November 18, 2013 Council meeting, it was suggested

that citizen input be solicited prior to making a final decision on the sign.

Nebel reported that this would not be a private project, but rather, a city project on
city property utilizing transient room tax funds that have been reserved for a city center
project. He added that if the project receives support, it will be necessary to develop a
specific operations plan that would provide revenue to help sustain the operation of the
sign.

Nebel reported that in his previous community, the city operated two community
message signs. He stated that the technology has improved dramatically to reduce
maintenance and energy costs for operating these type of signs. He added that he
knows that the signs fare well in subzero temperatures, but that he has not had
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experience with these signs in a corrosive salt air environment. He stated that the signs
can play a role in informing the community of various events and activities, however,
they are limited in the amount of time a message is displayed if there are several
messages on the display.

Nebel reported that following the public hearing, if the Council is interested in going
forward with this project, he recommends, as a preliminary step, that the City Center
Newport Association develop a proposal with the Chamber outlining the role that the
Chamber would play in administering the messages and sign components once the
structure is built. He noted that he also suggests that the Council request a report and
recommendations on the timeframe for implementing this project.

Nebel recommended that the City Council hold a public hearing on the benefit of
proceeding with the construction of a community electronic message sign to be located
on the NW corner of Highway 101 and Hurbert Street in the city center.

Swanson opened the public hearing at 6:17 P.M. She called for public comment.

Becky DeFrancisco, 407 SW Coast Highway, spoke in opposition to the proposed
sign. Her objections included: the city center is the front door to the rest of the
community, and the proposed sign is not the way to portray a welcome to visitors; the
sign is not what was proposed for that corner; the original plan was to beautify the
corner with a park-like setting; if the purpose of the sign is to promote Chamber and
public activities, the sign would be better located in front of the Chamber; former CCNA
merchants spent a lot of time designing the area, and costs could have been trimmed
down to be in the same area; aesthetically, a pocket-park is more user-friendly, and
might help get businesses to locate in the city center core; electronic reader boards
divert attention to the reader board rather than the area businesses; getting away to the
beach should be a break from electronics; the area does not need another sign, but
rather a pleasant looking area with sidewalk improvements and landscaping. She urged
Council to reject the placement of the sign and revisit the original proposals.

Alisha Kern stated that she is opposed to the placement of a reader board at this
location. She noted that this is one of the narrowest spots of lanes on Highway 101, and
she cannot imagine riding a bike with drivers distracted by reader boards. She added
that reader boards are very bright and will glare eyes, and further that she does not think
that this is the image that the city wants to portray to visitors. She urged Council not to
approve the reader board request.

Zach Poole and Beau Smith, President and Board Member of the City Center
Newport Association, appeared before Council in support of the sign. Pool stated that
the sign would be a benefit to the area and contain a number of art deco features. He
noted that the group is open to suggested changes or further direction, but that the
CCNA would like to see this sign, or something similar, move forward as a benefit to this
district.

Smith reported that the sign would benefit and be a part of the definition and identity
for neighborhood. He urged Council support of the project.

Swanson reported that Cris Torp and Pete McKeeman had expressed opposition to
the sign via e-mail.

Vickie Steen reported that an event sign is needed in the community, and that she
supports the sign. She noted that the sign does not need to be at that location, and
perhaps could be located near the clock on Highway 101. She added that the reader
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board does not have to be that bright, and that Council needs to consider the timing of
the message noting that five minutes is too long.

Nebel reported that these signs are allowed in commercial districts with a five minute
time limit for the message.

Swanson closed the public hearing at 6:31 P.M. for Council deliberation.

Allen asked how the reader board sign was installed in front of the high school if they
are only allowed in commercial districts. He asked that staff investigate this issue.

Allen asked whether Poole was speaking on behalf of all CCNA board members or
individually. Poole agreed to provide Nebel with a list of all board members and board
members in support of the sign.

Beemer noted that with the heavy traffic and parked vehicles in the area, any
distraction such as a reader board sign would not be in the best interest of drivers, as
they would not be looking at the businesses, but rather staying in the driving lane.

Busby noted that it is significant that two business owners on the corners object to
the proposed sign. He added that he thinks that the average citizen and business owner
would rather see a tree on that corner rather than the proposed sign. He stated that he
supports looking at another location for the sign.

Beemer noted that there is a need for a similar sign, but that he is not convinced that
this is the best location for it.

Sawyer stated that if the Chamber is not on board, he does not think this proposal
will go anywhere. He added that he feels that the design is overblown, although he does
like the sign idea. He noted that one of the original designs had a little park at that
location. He stated that he knows that CCNA has worked on this a long time, but that he
would like to see a redesign making a simple sign that is not overpowering. He added
that an anchor is needed to define this as the Deco District.

Gross suggested reallocating the money to another tourist facility.

Nebel noted that the issue is providing resolution as to whether this is a concept that
Council wishes to move forward with.

Allen asked whether there would be an agreement with the Chamber if this project
moves forward. Nebel reported that if the project moves forward, there would be two
conditions: (1.) a report to the City Council on the timing with other projects and the
timeline for proceeding with this project; and (2.) that CCNA obtain an agreement with
the Chamber for the management of the sign. He added that CCNA has put together
some preliminary costs, but that the costs need to be refined if the project moves ahead.
He stated that if Council is not in favor of this project at this location, it is appropriate to
indicate that at this time.

Allen asked where an alternate Highway 101 location might be. Swanson suggested
either the clock tower park or the library. Allen suggested the Chamber as an alternate
site.

Lorna Davis reported that the Chamber board has similar sentiments regarding
design and location. She added that the Chamber board is not taking a position in favor
of the design unless there is momentum by the merchants and City Council support.
She added that there might be space at the Chamber for a reader board with scrolling
announcements.

Busby stated that he would like to see a motion to spend a small amount of funds for
something simple on the corner.
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Allen suggested that something downsized associated with the Chamber facility, and
a downsized park would accomplish both objectives.

Gross recommended retaining a landscape architect to identify the project and
design that will fit within the budget in that corner and provide aesthetics that would
complement neighborhood.

MOTION was made by Allen, seconded by Beemer, support the concept of a city-
owned message sign, that city administration provide a report to the City Council which
will include a time table for the design, acquisition, and placement of an electronic
message sign near the chamber facility, and a park design at the NW corner of Highway
101 and Hurbert Street, by the October 6,, 2014 City Council meeting. The motion
carried in a voice vote with Swanson voting no.

COMMUNICATIONS

Nebel reported that staff used a demonstration agenda management software for the
production of this packet. He noted that it would be helpful if Council wished to provide
comments on how it appears from the Council standpoint.

Spencer reported that he, Allen, and Swanson had a discussion regarding the City
Attorney recruitment, and that this matter will be discussed later during this meeting.

From the Destination Newport Committee - Recommendation for Award of a Tourism
Marketing Grant to the OCCC Foundation and the Oregon Coast Aquarium for the
Promotion of the 2014 Oyster Cloyster. Hawker introduced the agenda item. Nebel
reported that the City Council has budgeted $25,000 in transient room tax funds for
marketing various events outside the immediate area. He added that an organization
can request funding for up to three years to promote these types of events. He noted
that the Oyster Cloyster is a fundraiser for the Oregon Coast Aquarium and the Oregon
Coast Community College, and is a culinary event featuring local and regional chefs
who present unique oyster dishes for guests to sample while strolling the Aquarium
grounds. He noted that the event planners would like to expand the marketing efforts to
the Willamette Valley to target the foodie demographic in the Portland, Salem, Corvallis,
and Eugene areas. He added that the Destination Newport Committee reviewed this
request and is recommending the City Council consider awarding a grant of $5,000.

MOTION was made by Sawyer, seconded by Beemer, that the Tourism Marketing
Grant for marketing the 2014 Oyster Cloyster, in the amount of $5,000, be approved for
the OCCC Foundation and Oregon Coast Aquarium. The motion carried unanimously in
a voice vote.

From the Destination Newport Committee - Recommendation to Award a Tourism
Marketing Grant to the Newport Symphony for the Promotion of the 2014/2015 Season
Expansion. Hawker introduced the agenda item. Nebel reported that the Newport
Symphony Orchestra has requested a second round of funding to promote the
expanded season which was initiated during the 2013/2014 season. He stated that, if
approved, this will be the second year that grant funds will have been awarded to
promote the concert series. He noted that the Destination Newport Committee has
recommended that Council award a grant of $5,000 for this purpose.
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MOTION was made by Busby, seconded by Beemer, to approve the Tourism
Marketing Grant request, for a second year, as submitted by the Newport Symphony
Orchestra for assistance with marketing and advertising the continuation of the
expanded season that was initiated last year in the amount of $5,000. The motion
carried unanimously in a voice vote.

From the Oregon Coast Council for the Arts - Signage from the Oregon Coast
Council for the Arts - Request to Initiate a Zoning Code Change to Allow for electronic
Signs in a Public Zone. Hawker introduced the agenda item. Nebel reported that the
Oregon Coast Council for the Arts has been involved in a multiphase capital campaign
to enhance the Newport Performing Arts Center. He added that OCCA is currently
beginning the next phase of improvements to the PAC which addresses the need for
adequate signage. He stated that currently, the PAC utilizes four foot by eight foot
sheets of plywood, with vinyl or hand painted images, on those signs. He noted that
OCCA is interested in the installation of electronic versions of the signs that are
currently used at the corner of Olive and Coast Streets. He added that the proposed
signs would have the same general look but would be created electronically and allow
multiple events to cycle through the panels to better reflect the large variety and number
of performances at the PAC.

Nebel reported that since this is a city facility, OCCA is asked the city to review this
specific request, and if the change is supported, to have the City Council initiate a
zoning code change if necessary to allow for electronic signs in a public zones.

Allen asked whether the PAC would be paying for the upgraded sign through its
budget. Nebel reported that OCCA would pay for the sign, but improvements to this
facility are let as city contracts as it is a city building. Allen asked whether the ongoing
maintenance of the sign would be funded by private fundraising. Nebel reported that this
matter would have to be addressed in the management contract. Tokos noted that the
Chamber is also on publicly-owned property. He added that the PAC is in the Historic
Nye Beach Overlay Zone, noting that when the City Council was considering this zoning
designation, it made a conscious choice not to allow these types of signs in Nye Beach
or on the Bayfront. He encouraged Council to look at what can be done to reduce sign
clutter.

MOTION was made by Sawyer, seconded by Busby, to support the concept of the
signage upgrade for the Performing Arts Center, and direct staff to prepare a report with
recommendations for the September 2, 2014 City Council meeting, on how to proceed
with any zoning changes if necessary. Allen asked for clarification from OCCA regarding
maintenance costs. The motion carried unanimously in a voice vote.

CITY MANAGER’S REPORT

Authorization to Submit a Request for an Oregon Coastal Management Program
Technical Assistance Grant to Fund Development Strategies for Promoting the
Construction of Student Housing. Hawker introduced the agenda item. Nebel reported
that Oregon State University has announced its desire to construct a 100,000 square
foot research education building as part of its initiative to expand the Hatfield Marine
Science Center campus to accommodate 500 additional students and associated faculty.
He added that to date, Oregon State University is projecting the cost for this facility at $50
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million with a $15 million endowment for operational expenses for the program. He stated
that approximately $25 million has been committed with a request going to the state
legislature for funding in 2015. He noted that in order to hit the ground running, County
Commissioner Terry Thompson suggested that the county and city split a $15,000 housing
study that would serve several purposes. He noted that the housing study will demonstrate
that the city and county are willing to engage in strategies to address impacts on housing
from this campus being located in the city. He reported that the study could specifically
update the city’s building lands inventory, review strategies currently being pursued by
other college towns, and determine options that could employed in Newport to create
incentives for private investment to construct rental units. He noted that as part of this
project, a consultant would be retained and a technical advisory committee formed with the
objective of creating a preliminary report in early November with a final draft due at the end
of January 2015. He added that the early report would be utilized as part of the effort to
assist OSU in demonstrating that the region is preparing itself to address the impact of
these additional housing needs affiliated with this residential campus.

Nebel reported that Lincoln County is prepared to contribute $7,500 to this project if the
city will match its contribution. He added that it is our intent to use this grant to match the
contribution. He noted that if there is a delay in receiving authorization to go forward with
this grant, staff has identified $7,500 in budgeted funds that could be used in its place.

Allen asked whether the Board of Commissioners has voted on this matter. Nebel
reported that it will have to be approved by the Board, and this motion should be
conditional on passage by the Board of County Commissioners. Nebel reported that the
city would take the lead on this project, and that the money would come out of other
professional services appropriated funds if the grant is not timely or provided. Allen asked
whether there is any ability for OSU to participate in this study. Nebel reported that the
recommendation is that the city and county handle this component as a part of the overall
effort. Allen asked whether a formal agreement would be required if the county approves
this, and Nebel noted that an agreement would be necessary.

MOTION was made by Allen, seconded by Beemer, to authorize the city’s
participation in a joint city/county collaborative effort to conduct a housing study on the
impact that 500 additional students and associated faculty would have on the housing
market in the City of Newport and Lincoln County. The motion carried unanimously in a
voice vote.

MOTION was made by Allen, seconded by Sawyer, to authorize staff to submit an
application to the Department of Land Conservation and Development for funding in the
amount of $7,500 to offset a portion of the cost to evaluate impacts on the region requiring
the student housing and specifically update the Newport Comprehensive Plan related to
the provision of student housing. The motion carried unanimously in a voice vote.

Report to the City Council on Possible Policies to Reduce False Alarms within the City
for Police and Fire Calls. Hawker introduced the agenda item. Nebel reported thatin June,
the City Council heard a request from a citizen indicating that a significant amount of
public resources are utilized responding to repeated false alarms for fire and police
within the city. Chief Miranda and Interim Chief Murphy have been reviewing alarm
ordinances and fee schedules from several Oregon cities to potentially develop an alarm
ordinance and fee schedule for consideration by the City Council.
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Nebel reported that overall, false alarms generate expenses for the Police and Fire
Departments because resources are often called in to respond to the false alarm calls.
He stated that many communities have a charge for false alarms received after a certain
number (i.e. more than three false alarms in a 12-month period, or other variation on this
plan.) He added that the Fire Department provides assistance to residents, particularly
when an individual has fallen and needs help getting up. He stated that there are a
number of individuals in the community who utilize these services dozens of times
throughout the year. He noted that the City Council might want to establish some sort of
fee when these services are requested over a certain number of times in order to avoid
abuse of the system.

Nebel reported that it is the intent of staff to provide a report with a draft ordinance
and fee schedule for consideration by the City Council before the end of this calendar
year unless the Council directs otherwise.

MOTION was made by Sawyer, seconded by Allen, to direct the city administration
to prepare a report with a draft false alarm ordinance and fee schedule for the City
Council’s consideration prior to the end of the calendar year to address false alarms and
other redundant types of calls for police and fire services. The motion carried
unanimously in a voice vote.

Status Report on the Sewer Main Failure at the Schooner Landing Resort. Hawker
introduced the agenda item. Nebel reported that prior to his vacation, a city sewer line
failed causing wastewater to overflow from a manhole immediately adjacent to
condominium unit 509 at the Schooner Landing Resort. Gross reported that line under
building failed and began backing up through a manhole. He added that despite
repeated attempts, crews were unsuccessful at opening the obstruction and began
bypass pumping around the apparent collapse of the sewer main. He stated that the city
employed the services of Central Coast Excavating on an emergency basis to realign
the sanitary sewer line, set two manholes, and reroute the sewer around the building.
He noted that nine units were uninhabitable during the work because the power, phone,
and cable had to be disconnected because they were built over the top of the sewer line.
He stated that work on the pipe was completed on August 7 with pavement being
restored the following day. A brief discussion ensued regarding potential liability.

Nebel reported that he authorized the emergency repairs precluding the waiver of
the normal procurement processes to get this work done. He stated that he will bring a
report to the City Council at the September 2, 2104 meeting for Council to authorize
expenditures for this emergency repair.

LOCAL CONTRACT REVIEW BOARD MEETING

Swanson called the August 18, 2014 meeting of the City Council, acting as the Local
Contract Review Board, to order.

Approval of Addendum No. 2 to Task Order No. 1 with HDR Engineering Services for
the Big Creek Dams 1 and 2 Seismic Evaluation. Hawker introduced the agenda item.
Nebel reported that in September of 2013, HDR Engineering Inc. was contracted to
conduct a seismic evaluation and feasibility study of the Big Creek Dams 1 and 2. He
stated that Addendum No. 2 initiates the last and final phase of the seismic evaluation of
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the dams including design data acquisition, analysis of parameters and engineering
approach, risk analysis, engineering evaluation and corrective action concept
development, preliminary environmental review, and planning report and presentation.
He noted that it is expected that upon completion of this report, the city will be able to
select the top two or three scenarios for further study.

Nebel reported that $350,000 was appropriated for this phase and that $100,000 in
local funds and $250,000 in grant funds make up this amount. He added that the work
needs to be completed by June 30, 2015 in order to utilize the grant funds.

MOTION was made by Sawyer, seconded by Beemer, to authorize the City Manager
to execute Addendum No. 2 to Task Order No.1 with HDR Engineering Services for the
Big Creek Dams 1 and 2 Seismic Evaluation in the amount of $303,912. The motion
carried unanimously in a voice vote.

Authorization to Procure T770 Bobcat Compact Track Loader with Forestry Cutter
Attachment. Hawker introduced the agenda item. Nebel reported that in the 2014/2015
fiscal year budget, the City Council appropriated $125,000 for the purchase of a skid
loader with a forestry mulcher/cutter that works very much like a stump grinder. He
stated that the Public Works Department staff reviewed a number of units, and
determined that the unit that best fits the needs of the department is the T770 Bobcat
compact track loader. He noted that the loader will be used to apply the wastewater
treatment sludge on approximately 170 acres of the airport property east of the runways.

MOTION was made by Sawyer, seconded by Allen to authorize the purchase of a
T770 Bobcat compact track loader with forestry cutter attachment in the amount of
$103,056. The motion carried unanimously in a voice vote.

Approve Procurement of a RAVO 5-Series Street Sweeper. Hawker introduced the
agenda item. Nebel reported that the City Council appropriated $220,000 in the
2014/2015 fiscal year budget to replace the 2009 Schwarze A7000 Street Sweeper
which has reached the end of its useful life. He stated that the Public Works Department
staff reviewed several types of sweepers and elected to purchase a RAVO 5-series
sweeper equipped with a third articulating broom and a wanderhose, which is a hose
used for cleaning catch basins.

Nebel reported that the sweeper has actually been purchased by the city based on
the appropriation of the funds. He noted that he has indicated to staff that any purchases
over $50,000 must be specifically authorized by motion of the Local Contract Review
Board prior to purchasing.

MOTION was made by Sawyer, seconded by Allen, to approve the procurement of a
RAVO 5-series Street Sweeper in the amount of $195,240 after trade-in value for the
existing Schwarze A7000 Street Sweeper. The motion carried unanimously in a voice
vote.

RETURN TO CITY COUNCIL MEETING
Nebel reported that a Special City Council Meeting has been scheduled at noon on

August 25 regarding the City Attorney hiring process. He noted that five
applications/proposals had been received.
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Nebel reported that a Town Hall meeting has been scheduled on September 29 at
the northside fire station. He noted that a dedication of the station would be held prior to
the start of the meeting. He briefly reviewed potential agenda items.

REPORTS FROM MAYOR AND COUNCIL

Busby requested an excused absence from the City Council meetings of September
29 and October 6. MOTION was made by Allen, seconded by Beemer, to excuse Busby
from the Council meetings of September 29 and October 6. The motion carried
unanimously in a voice vote.

Busby reported that he attended the dedication of the sculpture, “Mother and Child,”
by Mary Lewis. He reported that the sculpture donation was made possible by the
Sponenburgh estate.

Busby reported that the Public Arts Committee is scheduled to meet on Thursday.

Busby reported that the Airport Committee is scheduled to meet next week.

Busby reported that the Business License Working Group continues to move
forward, and he expects Council to see suggested revisions soon.

Beemer reported that he spent time with the Japanese Consul General from
Portland, along with a driver, Japanese television crew, and the manager of the
Japanese Garden. He noted that they were interested in tsunami preparedness. He
added that they visited the tsunami docks; had lunch at the Rogue Brewery; saw the sea
lions; visited the Hatfield Marine Science Center; visited the Aquarium; and saw Safe
Haven Hill (although did not walk up the hill).

Allen requested an excused absence from the August 25 meeting as he will be out of
state. MOTION was made by Sawyer, seconded by Busby, to excuse Allen from the
August 25 meeting. The motion carried unanimously in a voice vote.

Allen reported that the Oregon Coast Economic Summit will be held in Florence. He
noted that Senator Roblan’s staff has a link to the registration materials.

Allen reported that he attended the YBEF banquet at which Nebel and Roumagoux
presented letters of support to OSU President Ray. He requested that Council receive
copies of these letters.

Allen reported that he attended LaVern Weber’s celebration of life. He noted that this
was a touching event which was held at the HMSC Visitor’'s Center.

Allen reported that he attended the recent Business After Hours at Chamber to
celebrate NOAA's third anniversary.

Allen reported that Shelby Walker is the new director of Oregon SeaGrant.

Allen reported that, to date, he has abstained from the City Attorney recruitment
discussion, but noted that this issue is separate. He stated that he asked Hawker and
Nebel how the position was advertised. He stated that the recruitment was never
distributed on the Oregon City Attorney’s Association listserv, and that would be
approximately 250 people who did not receive notification on the listserv. Allen reported
that the advertisement was supposed to have been posted on the Oregon State Bar
Career Center, and that the OSB has several sections that have separate listservs that
would have reached an additional 430 people. He stated that the recruitment was
posted on the Lewis and Clark Law School website, but that he was unsure whether it
was posted on the University of Oregon Law School website or the Willamette University
Law School website. He suggested that on Monday, when Council considers the
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applications, Nebel could address the timeline of extending the application period. Nebel
noted that the deadline was the previous Friday, and the City Council has a number of
options. He added that staff will compile a packet for next week’s executive session, and
if Council wishes to extend the application deadline to take advantage of other listservs,
that will be one of Council’s options.

Sawyer reported that he attended the open house on the airport runway
rehabilitation project, and that Melissa Roman had done an excellent job.

Sawyer reported that the Tourism Facilities Grant Review Task Force had reviewed
grant applications, asked difficult questions, and heard presentations from the
applicants. He noted that the Task Force felt that the application from Salmon for
Oregon was not ready to go.

Sawyer reported that a new round of CERT training will start soon. He noted that the
training is free, and interested persons should contact Melanie at the Fire Department.

Busby addressed the tourism facilities grants and noted that the hospital grant
application brings up questions. He stated that he would like to have a legal review as to
whether a grant can be approved to an entity with its own tax base. Beemer noted that
he also had questions, but would hold the questions until Council considers the Task
Force recommendations. Sawyer noted that the Task Force questioned whether the
hospital project was tourist related, but that the presentation began with a video from the
Chamber of Commerce that talked about the impact of medical conferences on tourism.

Busby asked whether the city is going forward with removal of two houses on Nye
Street, and who had boarded the houses up. Nebel reported that the city had boarded
the houses up, and that a conference call would be held with the attorney’s later this
week.

Allen reported that Nebel had received a copy of the city manager evaluation form
draft for review. He noted that he had met with Nebel who thought the form was a good
product. Allen suggest that the sub-group meet after the first meeting in September, but
before the second meeting, to plan an evaluation later in September.

Swanson reported that the Library Board did not hold a meeting this month.

Swanson updated Council on activities of the Senior Advisory Committee.

Nebel invited Council to attend the employee barbecue scheduled for August 22,
2014.

ADJOURNMENT

Having no further business, the meeting adjourned at 8:07 P.M.

Margaret M. Hawker, City Recorder Laura Swanson, Council President
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August 25, 2014
Noon
Newport, Oregon

The City Council of the City of Newport met in a Special Meeting, on the above date,
in the Conference Room A of the Newport City Hall. On roll call, Swanson, Sawyer,
Roumagoux, Beemer, Busby, and Saelens were present. Allen was excused.

Staff attending was as follows: City Manager Nebel and City Recorder Hawker.

Also in attendance were Dave Morgan from News Lincoln County, Dennis Anstine
from the Newport News-Times, and Larry Coonrod from the Lincoln County Dispatch.

MOTION was made by Saelens, seconded by Swanson, to enter executive session
pursuant to ORS 192.660(2)(a), to discuss the employment of a public officer, specifically
a City Attorney. The motion carried unanimously in a voice vote, and Council entered
executive session at 12:02 P.M.

MOTION was made by Beemer, seconded by Busby, to return to the special City
Council meeting. The motion carried unanimously in a voice vote, and Council exited
executive session at 12:13 P.M.

DISCUSSION RELATED TO A POSSIBLE EXTENSION OF THE RECRUITMENT
PERIOD FOR CITY ATTORNEY

MOTION was made by Busby, seconded by Beemer to interview two
applicants/proposers; one at 9 A.M., and one at 10 A.M., on Thursday, September 4; and
decide after the interviews whether it is necessary to extend the recruitment period. The
motion carried unanimously in a voice vote.

It was noted that legal services will continue to be performed by Speer Hoyt until a
decision is made.

COUNCIL COMMENTS

Saelens noted that Council candidates Saelens and Allen, and Mayoral candidate
Sawyer, participated in a radio show with Cheryl Harle earlier in the day.

ADJOURNMENT

Having no further business, the meeting adjourned at 12:17 P.M.

Margaret M. Hawker, City Recorder Sandra N. Roumagoux, Mayor

237



238



CITY MANAGER’S REPORT AND RECOMMENDATIONS

Agenda Item #: V.B.
Meeting Date: September 2, 2014

Agenda ltem:
Approval of a Recommendation to the Oregon Liquor Control Commission (OLCC) to
Grant a Change of Ownership for Off-Premise Sales Liquor License for Bevan’s Market.

Background:

Bevins Market & Deli, at 960 SW Coast Highway is requesting a transfer of liquor license from Shamrock
Enterprises Inc. to BY Corporation, after conducting background checks the Police Department
recommends favorable action.

Recommended Action:

| recommend that the City Council approve as part of the Consent Calendar a recommendation to the
OLCC to approve the transfer of the liquor license for Bevins Market & Deli at 960 SW Coast Highway,
in Newport Oregon.

Fiscal Effects:
None.

Alternatives:

None recommended.

Respectfully Submitted,

N7 4

P
P

.,

Spencer R. Nebel
City Manager

239



Agenda Item #
Meeung Date

C1TY COUNCIL AGENDA ITEM SUMMARY
City Of Newport, Oregon

Issue/Agenda Title OLCC Liquor License
Prepared By Miuanda Dept Head Approval; LMMMLL@ City Mgr Appreval:
Issue Before the Council:

Shall the City Council recommend approval of the liquor license application for the Bevens Market & Deli?

The Police Department recommends favorable action by the City Council.

Proposed Motion:

Consent Calendar item.

Key Facts and Information Summary:
Bevins Market & Deli, 960 SW Coast Highway, has made application to the Oregon Liquor Control

Commission for an "Off Premises Sales” license due to a change in ownership. Such a license allows for the
applicant to sell factory sealed containers of wine, malt beverages and cider. Containers of malt beverages
sold under the license may not hold more than two and one-quarter gallons.

A background check of the applicant revealed no disqualifying information. Bevins Market & Deli is
located on the west side of 5. Coast Hwy, at SW 10® Street. The store also sells auto fuel. During the last
year there have been several police calls at the business. The calls include found property where one
instance the item was drugs, and a hit and run crash in their parking lot.

ORS 471.166 requires an applicant to obtain a recommendation from the local governing body in the city
where the business is located. The City Council may make a “Favorable Recommendation” or an
“Unfavorable Recommendation” to OLCC. The Commission will then decide if granting a license is
appropriate.

Other Alternatives Considered:
None applicable

City Council Goals:
Public Safety
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Attachment List;
OLCC Application

Fiscal Notes:
The Ciry's license application fee covers the investigation and processing time expended by Staff.

BEVENS' MARKET & bELI

I

L—*

7
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@ OREGON LIQUOR CONTROL COMMISSION

LIQUOR LICENSE APPLICATION
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CITY MANAGER’S REPORT AND RECOMMENDATIONS

Agenda ltem #: V.C.
Meeting Date: September 2, 2014

Agenda ltem:
Approval of a Recommendation to the Oregon Liquor Control Commission (OLCC) to
Grant an Off-Premise Sales Liquor License for Nye Beach Sweets.

Background:

Nye Beach Sweet, at 314 NW Coast Street has made application to the OLCC for an Off-Premise Sales
Liquor License as a new outlet. The Police Department has completed a background check and
recommends favorable action.

Recommended Action:

| recommend that the City Council approve as part of the Consent Calendar a recommendation to the
OLCC to grant an Off-Premise Sales Liquor License for Nye Beach Sweets at 314 NW Coast Street, in
Newport Oregon as a new outlet.

Fiscal Effects:
None.

Alternatives:

None recommended.

Respectfully Submitted,

N7 4

P
P

.,

Spencer R. Nebel
City Manager
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Agenda Irem #
Meeting Date

CITY COUNCIL AGENDA ITEM SUMMARY

City Of Newport, Oregon
Issue/Agenda Tide______ OLCC lLiguor License 2 Jﬂ,
Prepared By: Miranda Dept Head Appuooval: WAMM Cay Mgt Approval:
Issue Before the Council:
Shall the City Council recommend approval of the liquor license application for the Nye Beach Sweets?
Staff Recommendation:
The Police Department recommends favorable action by the City Council.
Proposed Motion:
Consent Calendar item.
Key Facts and Information Summary:

Nye Beach Sweets, 314 NW Coast Street, has made application to the Oregon Liquor Control Commission
for an “Off Premises Sales” license as a new outlet. Such a license allows for the applicant to sell factory
sealed containers of wine, malt beverages and cider. Containers of malt beverages sold under the license
may not hold more than two and one-quarter gallons.

A background check of the applicant revealed no disqualifying information. Nye Beach Sweets is located
on the east side of NW Coast Street between NW 3" Street and NW Beach Street. There have been no
police calls to the business.

ORS 471.166 requires an applicant to obtain a recommendation from the local governing body in the city
where the business is located. The City Council may make a “Favorable Recommendation” or an
“Unfavorable Recommendation” to OLCC. The Commission will then decide if granting a license is

appropriate.

None applicable

Public Safety
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Attachment List:
OLCC Application

Fiscal Notes:

The City’s license application fee covers the investigation and processing time expended by Staff.

e
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@ OREGON LIQUOR CONTROL COMMISSION
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CITY MANAGER’S REPORT AND RECOMMENDATIONS

Agenda Item #: V.D.
Meeting Date: September 2, 2014

Agenda ltem:
Confirmation of Mayor Appointments

Background:

Mayor Roumagoux would like to make the following appointments subject to confirmation by City
Council: 1. Laura Anderson to the Bay Front Parking District Committee. 2. Debra Smith to the Airport
Committee for a term expiring 12/31/15. 3. Susan Painter to the Airport Committee for a term expiring
12/31/15. Please note that the Airport Committee review both applicants for the Airport Committee and
recommends their appointment.

Recommended Action:
| recommend that the City Council confirm the Mayor’s appointment of these three individuals as part
of the Consent Calendar.

Fiscal Effects:
None.

Alternatives:
None recommended.

Respectfully Submitted,
L_—F

Spencer R. Nebel
City Manager

\
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Cind! Breves

From: CommitteeApp@newportoregon.gov
Sent: Friday, August 15, 2014 12:21 PM
To: Cindy Breves; Peggy Hawker

Cc

Subject: Committee Application

Application for City Council - Email Application

Date: 8/15/2014

Commission/Committee of Interest: Bayfront Parking District
Name: Laura Anderson

Address:

Waorkphone: .

Homephone:

Email:

Occupation: Restaurant Owner

Employer: Local Ocean Seafoods

Why do you want to serve on this committee/commission/board/task force, and how do you believe you can add value?
I sincerely want to work towards solution for the bayfront's parking problems; solutions that will allow development and
redevelopment, and help us move people (both employees and visitors) into and out of the district. | believe | bring an
open mind, out of the box thinking and a spirit of cooperation to the committee.

What is a difficult decision you have made concerning issues of bias and/or issues of conflict of interest? As a
commissioner for the Department of Fish and Wildlife | am often in a position where | make decisions that could
potentially effect my business. Certainly there are times when declaring a conflict is required (if the decision will have a
financial impact) but mostly its not of that nature. For example my decision to vote against the Governor's plan to
eliminate drift gilnets on the Columbia River did not have a financial impact on me, but was based on my sense that the
plan lacked fairness and equity.

Describe the process of how you make decisions. | generally start with a deliberative process of weighing the pros and
cons of each option. Sometimes | go to peers, mentors and advisors for insight. In the end | often just have to trust my
basic instincts.

What do you think about consensus decision making? What does the consensus decision making process mean to you? |
have been involved in countless consensus decision making groups. | think its a good process that involves a lot of
negotiation. In the end rarely does everyone get what they want. And usually its for the best. Sometimes you just have
to bend and give a little so the process can move forward.

Describe all other pertinent information/background for this position. As a bayfront business owner for the last 9 years, |
had been fairly unaware of the parking district and what it does and does not do. When | purchased the Local Ocean
building this year | was surprised to learn of the requirements for a new or expanding business to provide parking. And
dismayed to learn of the current lack of options. | am concerned that we will hamper bay front development and
redevelopment if we don't try some new solutions. That may include shuttling, satellite parking, parking meters, parking
garages and other possibilities. | know all these have been discussed in the past and each has its challenges. But not
doing anything is surely the least favorable option of all.
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Cindz Breves

From: CommitteeApp@newpartoregon.gov
Sent: Tuesday, August 05, 2014 9:05 PM
To: Cindy Breves; Peggy Hawker

Cc:

Subject: Committee Application

Application for City Council - Email Application
Date: 8/5/2014

Commission/Committee of Interest: Airport Committee
Name: Debra J. Smith

Address: |

Mewport, OK Y/3b65

Workphone: !

Homephone: . _ __.

Email:

Occupation: General Manager

Employer: Central Lincoln PUD

Why do you want to serve on this committee/commission/board/task force, and how do you believe you can add value?
I've been in Newport for a little over a year and I'm interested in finding ways to support my new community. I'm an
experienced manager with specific skills in planning, budgeting, and cost management. | think my skill set would be a
benefit to the City of Newport and the Airport Committee.

What is a difficult decision you have made concerning issues of bias and/or issues of conflict of interest? I've been a
public employee for over 18 years and | believe in the transparency of public process. |try to manage myself with the
knowledge that anything | say or do could show up in the local newspaper. I've mostly been successful with that
approach!

I met my husband when | was employed at the Eugene Water & Electric Board, and he was a consultant supporting a
project | was leading. | dealt with the potential conflict of interest by being very open about the developing relationship
and creating additional checks and balances about the financial transactions. As a result, Dale was able to continue
waorking for the utility for many years in various capacities.

Describe the process of how you make decisions. | have a number tools in my decision making toolbox and the process |
use is dependent on the amount of time that's available for the process and the relative importance on stakeholder buy-
in. | am generally able to make a decision with whatever information is available and if more information becomes
available, I'm able to step back and reconsider the outcome.

What do you think about consensus decision making? What does the consensus decision making process mean to you?
I'm a strong proponent of consensus decision making when the need for buy-in supports it and there is sufficient time
for the process. For me, consensus means everyone has had an opportunity to be heard and to express themselves and
all participants can "live with" the decision. It doesn't mean it was necessarily my first choice but | can represent and
support it to others.

Describe all other pertinent information/background for this position. I'm excited about the opportunity and | believe |
could be a strong contributor. Thank you for your consideration.
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Cindz Breves

From: CommitteeApp@newportoregon.gov
Sent: Thursday, July 31, 2014 4:46 PM

To: Cindy Breves; Peggy Hawker

Cc:

Subject: Committee Application

Application for City Council - Email Application

Date: 7/31/2014

Commission/Committee of Interest: Airport committee
Mame: Susan Elizabeth Reese Painter

Address:

Newport, Oregon 97365

Workphaone: !

Homephone: !

Email: .

Occupation: Attorney

Employer: self - Susan Elizabeth Reese, LLC

Why do you want to serve on this committee/commission/board/task force, and how do you believe you can add value?
| have long watched with interest as Newport's airport has struggled to be a community resource. | would like to see air
service restored to the greater Newport community at large, and | would like to see the airport become an asset to all in
the area, not just those fortunate enough to own airplanes. | believe my 40 years of practicing law provide a solid
foundation for my ability to make decisions that will benefit Newport and assist in the work of this committee.

What is a difficult decision you have made concerning issues of bias and/or issues of conflict of interest? | had to fire a
staff person for a personal relationship that staff member had which jeopardized the confidentiality requirement for
clients of my firm; | had to withdraw from representing a client when | found that the client had lied to me and created a
conflict of interest between us.

Describe the process of how you make decisions. | gather as much information as | can from all available sources; review
it carefully, ponder the options on all sides, and then decide the best course of action and the reasons to justify that
action.

What do you think about consensus decision making? What does the consensus decision making process mean to you?
Consensus means cooperation, openmindedness, and thoughtful evaluation of all options and points of view. | believe
consensus gives the participants a meaningful role in the decision makin