NEW ISSUE -BOOK-ENTRY ONLY NOT RATED

In the opinion of each of Co-Bond Counsel, under existing law, interest on the 2008 Bonds is (1) excludable from
gross income of a recipient thereof for federal income tax purposes, (2) not an item of tax preference for purposes of
the federal alternative minimum tax imposed on individuals and corporations and (3) exempt from all State of North
Cayrolina income taxation. See “TAX EXEMPTION” herein.

COUNTY OF BUNCOMBE, NORTH CAROLINA

$12,960,000 PROJECT DEVELOPMENT FINANCING REVENUE BONDS
(Woodfin Downtown Corridor Development), Series 2008

Dated: Date of Initial Delivery Due: August 1, as shown below

This Limited Offering Memorandum has been prepared on behalf of the County of Buncombe, North Carolina
(the “County”) to provide information on the $12,960,000 Project Development Financing Revenue Bonds (Woodfin
Downtown Corridor Development), Series 2008 (the “2008 Bonds”). Selected information is presented on this cover page
for the convenience of the user. This cover page is not a summary of the issue. To make an informed decision regarding
purchase of the 2008 Bonds, a prospective investor should read this Limited Offering Memorandum in its entirety.

The 2008 Bonds are limited obligations of the County, payable solely from and secured by pledged revenues consisting
of incremental revenues from ad valorem taxes on property located in a development financing district (the “District”)
in the Town of Woodfin, North Carolina (the “Town”) and certain funds established under the provisions of a General
Trust Indenture dated as of August 1, 2008 (the “General Indenture”), by and between the County and U.S. Bank National
Association, as trustee (the “Trustee”), as supplemented by the Series Indenture, dated as of August 1, 2008, between the
County and the Trustee (the “Series Indenture” and, together with the General Indenture, the “Indenture”). The 2008
Bonds are being issued to provide funds (i) to finance the construction of certain public infrastructure immprovements within
the District, (ii) to fund interest on the 2008 Bonds through the period of construction, (iii) to fund a debt service reserve
fund for the 2008 Bonds, and (iv) to pay certain costs relating to the issuance of the 2008 Bonds. The 2008 Bonds shall not
be deemed to constitute a general obligation of the County, the Town, the State of North Carolina (the “State”) or of any
political subdivision thereof, and neither the faith and credit nor the taxing power of the State or of any political subdivision
or instrumentality thereof is pledged for the payment of the principal of or interest on the 2008 Bonds. THE ISSUANCE OF
THE 2008 BONDS SHALL NOT DIRECTLY OR INDIRECTLY OR CONTINGENTLY OBLIGATE THE COUNTY, THE TOWN
OR ANY COUNTY, TOWN OR OTHER SUBDIVISION OF THE STATE TO LEVY ANY TAXES WHATEVER THEREFOR OR
TO MAKE ANY APPROPRIATION FOR THEIR PAYMENT. No holder of a 2008 Bond or receiver or trustee in connection
therewith shall have the right to enforce payment thereof against any property of the Town, the County or the State or
any political subdivision thereof (other than the Pledged Revenues as defined in the Indenture), nor shall the 2008 Bonds
constitute a lien, charge or encumbrance, legal or equitable, upon any such property.

MATURITIES, AMOUNTS, INTEREST RATES AND PRICES AND YIELDS

$4,490,000 6.75% Term Bonds due August 1, 2024, Priced at 98.179% to Yield 6.94%
$8,470,000 7.25% Term Bonds due August 1, 2034, Priced at 99.071% to Yield 7.33%

The 2008 Bonds are subject to optional redemption and mandatory redemption as described herein.

Interest on the 2008 Bonds is payable on February 1 and August 1 of each year, commencing February i, 2009. The 2008
Bonds are being issued in fully registered book-entry form, initially registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC™). Individual purchases will be in principal amounts of $100,000 or
any integral multiple of $5,000 in excess thereof. Payments of principal of and interest on the 2008 Bonds will be paid by the
Trustee to DTC for subsequent disbursement to DTC Participants which will remit such payment to the beneficial owners of
the 2008 Bonds. See “THE 2008 BONDS - Book-EnTtrY ONLY SYSTEM” herein.

THE PURCHASE OF THE 2008 BONDS IS AN INVESTMENT SUBJECT TO A HIGH DEGREE OF RISK,
INCLUDING THE RISK OF NON-PAYMENT OF PRINCIPAL AND INTEREST. SEE “RISK FACTORS” HEREIN
FOR A DISCUSSION OF FACTORS THAT SHOULD BE CONSIDERED, IN ADDITION TO THE OTHER MATTERS
SET FORTH HEREIN, IN EVALUATING THE INVESTMENT QUALITY OF THE 2008 BONDS. THE 2008 BONDS
ARE BEING OFFERED FOR SALE PURSUANT TO THIS LIMITED OFFERING MEMORANDUM SOLELY TO
QUALIFIED INSTITUTIONAL BUYERS OTHER THAN INDIVIDUALS UNDER RULE 144A PURSUANT TO THE
SECURITIES ACT OF 1933, AS AMENDED. INITIAL PURCHASERS OF 2008 BONDS WILL BE REQUIRED TO
EXECUTE AN INVESTOR LETTER IN CONNECTION THEREWITH. See “LIMITED OFFERING” herein.

The 2008 Bonds are offered for delivery when, as and if issued, subject to the opinion of Parker Poe Adams &
Bernstein LLP, Charlotte, North Carolina, and Martin L. Nesbitt, Esq., Asheville, North Carolina (collectively, “Co-Bond
Counsel”), as to the validity of the 2008 Bonds, the excludability from gross income of interest on the 2008 Bonds for
federal income tax purposes and the exemption from taxation by the State of interest on the 2008 Bonds. Certain legal
matters will be passed upon for the County by Westall, Gray & Connolly, Asheville, North Carolina, for the Town by
Ferikes & Bleynat, PLLC, Asheville, North Carolina and for the Underwriter by Hunton & Williams LLP. It is expected
that the 2008 Bonds will be available for delivery to DTC in New York, New York, on or about August 19, 2008.

WACHOVIA SECURITIES
Dated: August 8, 2008




This Limited Offering Memorandum does not purport to provide a complete description of all risks and factors to be
considered by an investor in making a decision to purchase 2008 Bonds.

No dealer, broker, salesman or other person has been authorized to give any information or to make any representation
other than as contained in this Limited Offering Memorandum, and if given or made, such other information or representation
must not be relied upon. This Limited Offering Memorandum does not constitute an offer to sell or the solicitation of an offer to
buy, nor shall there be any sale of the 2008 Bonds by any person in any jurisdiction in which it is not lawful for such person to
make such offer, solicitation or sale.

All quotations from, and summaries and explanations of, laws and documents herein do not purport to be complete, and
reference is made to such laws and documents for full and complete statements of their provisions. Any statements made in this
Limited Offering Memorandum involving estimates or matters of opinion, whether or not expressly so stated, are intended
merely as estimates or opinions and not as representations of fact. The Underwriter has reviewed the information in this Limited
Offering Memorandum in accordance with, and as part of, its responsibilities to investors under the United States federal
securities laws as applied to the facts and circumstances of this transaction. The information set forth herein has been furnished
by the County, the Town, Reynolds Mountain Partners, LLC (the “Developer™), DTC and other sources that are believed by the
Underwriter to be reliable, but is not guaranteed as to accuracy or completeness by the Underwriter and is not to be construed as a
representation of the Underwriter. This Limited Offering Memorandum speaks as of its date except where specifically noted
otherwise and is subject to change without notice. Neither the delivery of this Limited Offering Memorandum nor any sale of
2008 Bonds made hereunder, under any circumstances shall create an implication that there has been no change in the affairs of
the County, the Developer, the Town or the District since the date hereof or imply that any information herein is accurate or
complete as of any later date.

THE 2008 BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE
COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED, NOR HAS THE INDENTURE BEEN
QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON EXEMPTIONS
CONTAINED IN SUCH ACTS. THE REGISTRATION OR QUALIFICATION OF THE 2008 BONDS IN ACCORDANCE
WITH APPLICABLE PROVISIONS OF THE SECURITIES LAWS OF THE STATES, IF ANY, IN WHICH THE 2008
BONDS HAVE BEEN REGISTERED OR QUALIFIED AND THE EXEMPTION FROM REGISTRATION OR
QUALIFICATION IN CERTAIN OTHER STATES CANNOT BE REGARDED AS A RECOMMENDATION THEREOF. IN
MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE
COUNTY, THE TOWN, THE DISTRICT AND THE DEVELOPER AND THE TERMS OF THE CFFERING, INCLUDING
THE MERITS AND RISKS INVOLVED. THE 2008 BONDS HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL
OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE COUNTY HAS NOT
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS LIMITED OFFERING MEMORANDUM.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

In connection with this offering, the Underwriter may over-allot or effect transactions which stabilize or maintain the
market price of the 2008 Bonds at a level above that which might otherwise prevail in the open market. Such stabilizing, if
commenced, may be discontinued at any time. The Underwriter may offer and sell the 2008 Bonds at prices lower than the initial
offering prices set forth on the inside cover page hereof, and such offering prices may be changed from time to time by the
Underwriter.
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COUNTY OF BUNCOMBE, NORTH CAROLINA
$12,960,000 PROJECT DEVELOPMENT FINANCING REVENUE BONDS
(WOODFIN DOWNTOWN CORRIDOR DEVELOPMENT), SERIES 2008

INTRODUCTION

This Limited Offering Memorandum, which includes the cover page and Appendices attached hereto, sets forth certain
information concerning the issuance by the County of Buncombe, North Carolina (the “County™), on behalf of itself and the
Town of Woodfin, North Carolina (the “Towr™), of its $12,960,000 Project Development Financing Revenue Bonds (Woodfin
Downtown Corridor Development), Series 2008 (the “2008 Bonds™). Capitalized terms used in this Limited Offering
Memorandum and not otherwise defined will have the meaning set forth in Appendix A attached hereto.

This introduction is not a summary of this Limited Offering Memorandum and is intended only for quick reference. It
is only a brief description of and guide to, and is qualified in its entirety by reference to, more complete and detailed information
contained elsewhere in this Limited Offering Memorandum including the documents summarized or described herein. A full
review should be made of the entire Limited Offering Memorandum and of the documents summarized or described herein, if
necessary. The offering of the 2008 Bonds to potential investors is made only by means of the entire Limited Offering
Memorandum, including the Appendices attached heretp. No person is authorized to detach this introduction from the Limited
Offering Memorandum or otherwise to use it for any purpose without the entire Limited Offering Memorandum including the
Appendices attached hereto.

The 2008 Bonds are being issued pursuant to (i) the Constitution and laws of the State of North Carolina (the “State ),
including particularly Chapter 159, Article 6 of the North Carolina General Statutes (the “N.C.G.S.”), known as the “North
Carolina Project Development Financing Act” (the “Act”) and Chapter 158, Article 1 of the N.C.G.S., known as the “Local
Development Act of 1925 (the “Local Development Act”), (ii) the Development, Acquisition and Financing Agreement (the
“Agreement”), between the County, the Town, and Reynolds Mountain Partners, LLC (the “Developer”), dated as of August 1,
2008 (see Appendix F), (iii) the Development Financing Plan (the “Plan”), adopted by the governing body of the Town and the
governing body of the County on November 21, 2006 (see Appendix H), (iv) the Interlocal Agreement between the Town and the
County dated as of August 1, 2008 (the “Interlocal Agreement”) (see Appendix G), (v) the Minimum Assessment Agreement
dated as of August 1, 2008 (the “Minimum Assessment Agreement”), among the Town, the County and the Developer (see
Appendix D), (vi) the Option Agreement dated as of August 1, 2008 (the “Option Agreement”), among the Town, the County
and the Developer (see Appendix L), and (vii) the General Trust Indenture dated as of August 1, 2008, between the Issuer and
U.S. Bank National Association, as trustee (the “Trustee™) (the “General Indenture”), as supplemented by the Series Indenture,
dated as of August 1, 2008 (the “Series Indenture” and, together with the General Indenture, the “Indenture”).

Pursuant to the Agreement and the Local Development Act, the Town created the “Woodfin Downtown Corridor
Financing District” (the “District”) under a resolution adopted by the Board of Aldermen of the Town of Woodfin, North
Carolina (the “Town Board”) on November 21, 2006. The effective date of the District’s creation is March 6, 2007. Pursuant to
the Agreement, the Town, the County and the Developer have agreed to undertake the Public Project (defined hereafter) to
benefit the Private Project (defined hereafter) to be undertaken by the Developer.

The Developer has received an acquisition and development loan from Wachovia Bank, National Association (the
“A&D Loan”) which, along with Developer’s equity contribution, the net proceeds of the 2008 Bonds and proceeds from the sale
of development pads by the Developer in the District will fund construction of the first phase of Private Project and Public
Project as hereafier described. The current balance (6/30/2008) of the A&D Loan is $18,970,948, and it is subject to a maximum
draw limitation of $30,947,820. See “PLAN OF FINANCE.” According to the Act, the proceeds of the 2008 Bonds may be
used to finance the costs of the Public Project only.

The 2008 Bonds shall be payable from and secured by revenues from increased tax payments (the “Incremental
Revenues™) in the District. The Town and the County in the Interlocal Agreement have agreed to such pledge. The Developer in
the Minimum Assessment Agreement has covenanted to pay annually an amount on the property owned by it in the District equal
to the greater of (a) the property taxes which would be otherwise due and (b) the difference between (1) annual debt service on
the 2008 Bonds and (2) the Incremental Revenues received from other property taxpayers within the District in each year. The
Minimum Assessment Agreement will be recorded in the County’s real property records under North Carolina law and will “run
with the land.” The County will have a first and prior lien on the property so covered for any amount due from the Developer or
subsequent owner of the covered property and unpaid under the Minimum Assessment Agreement.




The proceeds of the 2008 Bonds will be used (i) to finance costs as;ociated with the Public Project, (ii) to fun.d interest
on the 2008 Bonds through the period of construction, (iii) to fund a debt service reserve fund for the 2008 Bonds, and (iv) to paz
certain costs of issuance of the 2008 Bonds. See “PLAN OF FINANCE,” “ESTIMATED SO}’JRCES AND USES,
“SECURITY AND SOURCES OF PAYMENT FOR THE 2008 BONDS” and “THE DEVELOPER” herein.

NY 2008 BONDS SHALL HAVE THE RIGHT TO COMPEL THE EXERCISE OF ANY
TAXINGNIQ)&%I&DF)E gll;l? COUNTY OR TOWN FOR PAYMENT OF PRINCIPAL OR INTEREST THEREON.
THE 2008 BONDS ARE NOT GENERAL OBLIGATIONS OF EITHER THE COUNTY OR THE TOWN AND WILL
NOT CONSTITUTE AN INDEBTEDNESS OF EITHER THE COUNTY OR THE TOWN WITHIN THE MEANING
OF ANY STATUTORY OR CONSTITUTIONAL PROVISION OR LIMITATION. THE FAITH AND CREDIT OF
THE COUNTY OR THE TOWN IS NOT PLEDGED TO THE PRINCIPAL OF AND INTEREST ON THE 2008
BONDS. NEITHER THE COUNTY NOR THE TOWN HAS ANY OBLIGATION TO LEVY TAXES TO MAKE

PAYMENTS WITH RESPECT TO THE 2008 BONDS.

AND THE 2008
PURCHASE OF THE 2008 BONDS INVOLVES A HIGH DEGREE OF INVESTMENT RISK

BONDS ARE NOT SUITABLE INVESTMENTS FOR MANY TYPES OF INVESTORS. SEVERAL RISKS OF
OWNING THE 2008 BONDS ARE DETAILED UNDER “RISK FACTORS” HEREIN. THE 2008 BONDS ARE NOT

RATED.

CAUTION ON FORWARD-LOOKING STATEMENTS

Any statement made in this Limited Offering Memorandum, including the Appendices hereto, involving estimates or
matters of opinion, whether or not so expressly stated, are set forth as such and not as representations of fact, and no
Tepresentation is made that any of the estimates or matters of opinjon will be realized.

The statements contained on this Limited Offering Memorandum that are not purely historical are forward-looking
statements. Readers should not place undue reliance on forward-looking statements. All forward-looking statements included in
this Limited Offering Memorandum, including the Appendices hereto, are based on information available on the date hereof and
the County assumes no obligation to update any such forward-looking statements. It is important to note that the actual results
could differ materially from those in such forward-looking statements.

The forward-looking statements herein necessarily are based on various assumptions and estimates and are inherently
subject to various risks and uncertainties, including risks and uncertainties relating to the possible invalidity of the underlying
assumptions and estimates and possible changes or developments in social, economic, business, industry, market, legal and
regulatory circumstances and conditions and actions taken or omitted to be taken by third parties, including customers, suppliers,
business partners and competitors, and legislative, Judicial and other governmental authorities and officials. Assumptions related
to the foregoing involve conditions and future business decisions, all of which are difficult or impossible to predict accurately and
many of which are beyond the control of the County, the Town and the Developer. Any such assumptions could be inaccurate
and therefore there can be no assurance that the forward-looking statements included in this Limited Offering Memorandum will
prove to be accurate.

LIMITED OFFERING

INITIALLY

The 2008 Bonds initially are being offered, and may be transferred, solely to “qualified institutional buyers” other than
individuals as defined in Rule 144A under the Securities Act of 1933, as amended. Each of the initial purchasers must execute an
investor’s letter, an example of which is attached hereto as Appendix E, “FORM OF INVESTOR’S LETTER” prior to
purchasing any 2008 Bonds. As a result of such limited offering, the 2008 Bonds are exempt from the continuing disclosure
requirements of Rule 15¢2-12 (the “Rule”) adopted by the Securities and Exchange Commission (the “SEC”) under the Securities
Exchange Act of 1934, as amended. Notwithstanding the exemption from the Rule, the Developer and the County have agreed to
provide certain information, periodically, relating to the Public Project, the Private Project, the 2008 Bonds and the collection of
the Incremental Revenues. See “CONTINUING DISCLOSURE” herein and Appendix [ attached hereto. Purchase of the 2008
Bonds involves certain risks and the 2008 Bonds are not suitable for all types of investors. See “RISK FACTORS” herein.

SUBSEQUENT POSSIBILITIES

The 2008 Bonds are not rated. See “RATINGS?” herein. Nevertheless, if the 2008 Bonds are given an investment
grade rating by a national rating agency under the terms and conditions set forth in the Indenture, the restriction on transfer as
described above will no longer be applicable and the minimum denomination of the 2008 Bonds will be reduced to $5,000.



CONTACTS

Prior to issuance of the 2008 Bonds, investors may contact the Underwriter at 380 Knollwood Street, Suite 620,
Winston-Salem, North Carolina 27103 (Attention: Ryan Maher) (336) 721-6823. After issuance of the 2008 Bonds, the Trustee
may be contacted at Hearst Tower, 214 North Tryon Street, Charlotte, North Carolina 28202 Attention: Allison Poole (704) 335-

4558.

[Remainder of page intentionally left blank.]
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GENERAL

The Town is located within the County, approximately four miles north of downtown Asheville, North Carolina, which
is the County seat. In 2006, following adoption of the Act by the North Carolina General Assembly and approval of the Act by
voters in the State at referendum, the Town and the County jointly identified the property constituting the District as a likely site
for a tax increment financing district. Discussions were held with principals of the Developer due to their ongoing involvement
in adjacent real estate development projects. Following such discussions the basic provisions of what is now the Plan were
drawn up.

. Creation of the District covering approximately 205 acres in the Town, including a brownfield site which was
previously used as the City of Asheville’s municipal landfill and subsequently purchased by the Town after the site was
converted to a municipal golf course (the “Landfill Site”).

. Drawing the boundaries of the District to include some property owned by the Developer adjacent to existing
real estate development projects of the Developer’s principals.

. Providing for private financing, as the Developer’s responsibility, for the privately owned components of the
overall development within the District.

° Providing for financing through the issuance of tax increment-backed bonds under the Act of the public
infrastructure components of the overall development within the District.

. Redevelopment of the Landfill Site as a portion of the recreational and other property for a mixed-use
development.



THE PROJECT

For purposes of this Limited Offering Memorandum, the term “Project” means the Public Project and Private Project
currently planned to be constructed on the 205 acres constituting the District. The Project currently is anticipated to be
accomplished in three phases, with each phase consisting of portions of the Public Project and Private Project. These three
phases follow the Developer’s successful development of Reynolds Mountain proper, which was developed in four phases
beginning in 2002. Those four phases resulted in the sale of 120 single-family custom home sites, where home prices ranged
between $1 million and $4 million (Phases I and II), twelve single-family detached homes priced on average at $1.57 million
(Phase III) and 45 townhomes priced at just over $1 million (Phase IV). None of the first four phases of the overall Reynolds
Mountain Development is located within the District.

The Private Project is to be accomplished in three phases: Phase V, which is currently under development, a future
Phase VI, which, together with Phase V will constitute the Project’s “Town Center,” and a final Phase VII of the Reynolds
Mountain Development.

The Public Project will serve the Private Project and the Town. Upon completion of construction of each phase, the
Town will acquire the portion of the Public Project constructed as a part of such phase. The costs of the first phase of the Public
Project and Private Project within the District (Phase V of the overall Reynolds Mountain Development) will be financed with
proceeds of the 2008 Bonds, the A&D Loan and other sources as set forth in the table below. Such funding sources will cover
only horizontal and infrastructure development costs. Phase V vertical development will be funded from additional Developer
equity, further pad sale proceeds and a separate $10 million revolving loan from Wachovia Bank, National Association whose
availability will be subject to the Developer’s meeting certain minimum pre-sale and/or pre-leasing objectives. Additional series
of bonds are expected to be issued and additional funding sources are expected to be identified for the cost of the Public Project
and Private Project in each subsequent phase (Phases VI and VII). See Appendix F, “DEVELOPMENT, FINANCE AND
ACQUISITION AGREEMENT” attached hereto.

Estimated Sources and Uses of Funds Related to the Public and Private Project (Current Phase)

The expected sources and uses for the current phase (Phase V) acquisition and horizontal development, including funds
necessary to compete the Public Project component of Phase V, are as follows:

Land Costs (Phase V) $13,082,000
Hard Costs 8,618,834
Soft Costs 6,044,959
Contingency 1,179,828
Bank Loan Interest Reserve 4,014,000
Fees 189,739
Phase VII Land Cost 3,003.460
Total Uses $36,132,820
Developer’s Land Equity $5,125,000
A&D Loan Proceeds 20,000,000
2008 Bond Proceeds 9,593,385
Pad Sales 1,414.435
Total Sources $36,132,820

[Remainder of page intentionally left blank.]




The Public Project.

The Developer will construct public improvements within or serving the District, including infrastructure
improvements in and around the District, roads (including Corridor Road, Senator Reynolds Road, as well as entry roads and
access to commercial and residential roads not yet named), public sewer line and waterline extensions, public landscaping,
pedestrian walkways, bike trails and other community elements (the “Public Project”). Included in the Public Project are all
necessary components, such as engineering, mobilization, clearing and grubbing, grading, as well as physical improvements.
Additionally, the Public Project in subsequent phases may include a public parking structure in the District. The Public Project
work will be undertaken by the Developer in connection with the Private Project of the corresponding phase. The timing and

precise composition of each phase of the Public Project and the Private Project will be dictated by market demands for the Private
Project.

The Private Project.

The Developer will construct a private, mixed-use development in the District. The Private Project will occur in two
portions of the District, generally on either side of Interstate 26. The Village at Reynolds Mountain contains approximately 64
acres, whose development will comprise Phases V and VI of Reynolds Mountain Development. Phase V of Reynolds Mountain
Development currently contemplated for the Village at Reynolds Mountain will consist of approximately 725,000 square feet of
residential development with a mix of some or all of the following housing types: low-rise condominiums, mid-rise
condominiums, town homes. The commercial portion of Phase V development contemplates approximately 158,095 square feet
of retail space and approximately 25,000 square feet of office and other commercial space in six three-story buildings. Specific
plans for an additional development pad that will be served by the Public Project have not been set, but may include a hotel,
lodge or as many as 65 additional residential units.



Anticipated Private Project Residential Buildings
Village at Reynolds Mountain First Phase

Type Approx. Sq. Ft. # of Buildings Total # of Units Expected Price
Terraces 2050 3 30 $566,200-840,000
Courtyards 1700 6 36 515,000
Porches 2150 8 32 649,840
Loft 1 BR 1000 3 30 300,000
Loft 2 BR 1200 3 41 360,000

PROJECT PHASING MAP

The Valley at Reynolds Mountain (the final Phase VII of the overall Reynolds Mountain Development) consists of 156
acres on the west side of Interstate 26. The District encompasses only 130 of these acres due to statutory constraints on the size
of the District vis-4-vis the Town as a whole. Within this 130 acre tract, approximately 30 acres of landfill cells, which will
remain undeveloped pursuant to a Brownfields Agreement between the Town and the North Carolina State Department of
Environment and Natural Resources, are not included within the District. The remaining approximately 100 actes that comprise
that portion of the District will be developed at generally lower densities than Phase V and VI, with 325 mixed-family residential’
units (similar in concept to the Terraces project in Phase V homes), 80 acres of public green space and a 60,000 square foot
regional YMCA facility planned. See “THE PROJECT - BROWNFIELD MATTERS.”




Financing of Private Project

The Developer has entered into a loan agreement with respect to the A&D Loan with Wachovia Bank, National
Association (“Wachovia”) providing for the advance under certain conditions, of up to $30,947,820 (provided that the total
principal balance of all advances outstanding at any one time may not exceed $20,000,000) to pay for construction of Phase V of
the Private Project and Public Project. There was a lot reservation requirement for the initial draw which was met as well as a
limitation on the percentage costs which can be financed from the loan amount (approximately 70%). As of June 30, 2008,
approximately $18,970,948 had been drawn by the Developer. It is expected that a portion of the proceeds of the 2008 Bonds
will be used to replenish the amount of those draws attributable to Public Project costs.

Wachovia has a lien on all real property in the District owned by the Developer through a deed of trust securing its
right to repayment under the loan agreement for the A&D Loan. The lien would be subordinate only to any lien imposed by the
County pursuant to the Minimum Assessment Agreement as a result of unpaid amounts thereunder and will be released as
development pads comprising such property are sold. Nonpayment of taxes and assessments by the Developer would constitute
an event of default under the loan agreement. Under the Option Agreement, if the Developer is in default of its obligations, the
Town has the ability, for a nominal fee, to acquire the Public Project from the Developer prior to its completion, and Wachovia
has agreed, under such circumstances, to subordinate the lien status of its deed of trust to the Option Agreement.

Brownfield Matters.

A portion (approximately 112 acres, primarily in the Valley at Reynolds Mountain) of the District (the “Landfill Site”)
is a former municipal landfill of the City of Asheville. The Town and the State Department of Environment and Natural
Resources have entered into a Brownfields Agreement dated March 21, 2007, with respect to the Landfill Site. Under that
agreement the Landfill Site is divided into two general areas -- land containing waste and required to have continued monitoring
for any emissions, on which there can be no residential use, and other areas related thereto but not containing waste. The latter
portion of the Landfill Site may be used for the location of portions of the Project. The map immediately prior hereto notes the
areas within the District on which nothing will be built as well as the other land subject to the Brownfields Agreement, some of
which is outside the District.

Private Project Prospects.

The timing of the expenditure of the proceeds of the 2008 Bonds, the timing of the issuance of additional bonds for
additional phases of the Public Project and the increase in assessed values leading to Incremental Revenues are all dependent, in
part, on the success of the Private Project. Several factors are relevant to the prospects for such success.

. Zoning. All required zoning for the Project has been received.
. Environmental Concerns. Aside from the location of the Landfill Site, there is no known environmental

concern with respect to the District or the Project. The Brownfields Agreement is in full force and effect and planned

* development of the District, including the Project, is in compliance therewith.

. Competition. There are a number of ongoing residential and mixed-use developments in the area. The
following chart provides some information thereon.
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Competing Residential Developments

Name: Miles from Project: # of Townhomes: - # of Condos: Status
South Cliff 15 100 0 B,F,G
Biltmore Point 20 250 250 B,F,G
Park Ave 10 . 45 0 , G,
Ellington 5 0 55 B,C,G
Weir Bridge 10 0 285 B,C,D,G, A
SkyLoft 5 0 69 B,C,D,G A
Zona Lofts 5 0 ) 22 EF,G
Parkside 5 0 ) 50 E,G
Altura Phase 1 2 312 0 B,F,G
Altura Phase 2 2 105 112 B,F,G

*Status Key: A — Started Sales, B — Zoning Approved, C — Started Construction, D — Grading/Utilities,
E — Preliminary Design, F — Schematic Design, G — Owns Land, F — Purchasing Land

. Absorption. Of the 169 residential units currently planned for the first phase of the Private Project, the
following absorption schedule is expected by year (expressed as sales to homeowners):

Type 2009 2010 2011 2012 2013
Residential Units Sold 24 24 48 48 25

Of the retail and office space currently planned for the first phase of the Private Project, the following absorption
schedule is expected, by year (expressed as square footage leased); :

Type 2009 ' 010 011 2012
Retail 42,000 42,000 42,000 32,095
Office 18,000 7,000

See Appendix B, APPRAISAL, attached hereto.
THE DISTRICT
General

The District is a development financing district created pursuant to Section 7.3 of the Local Development Act. The
District is comprised of approximately 205 acres of real property located in the Town. The Developer owns all of the real
property in the District except for 46.9 acres in 29 parcels owned by unrelated third parties; approximately 8 acres of which is
leased by the Developer for a 75 year remaining term.

The duration of the District is thirty years from the date the District was established by the North Carolina Local
Government Commission (the “LGC”) pursuant to Section 106 of the Act (March 6, 2007) or, if earlier, the date the Bonds have
been retired fully or sufficient funds have been set aside to meet all future principal and interest requirements on the Bonds or on
additional bonds, including refunding bonds.

Development Financing Plan

The Plan for the District was adopted pursuant to the Local Development Act by the Town on November 21, 2006, and
approved by action of the LGC on March 6, 2007. Under the Plan, the County will issue the Bonds, and the Town and the
County entered into the Interlocal Agreement. The Developer will construct the first phase of the Public Project using proceeds
from the 2008 Bonds and will finance and construct the Private Project. See Appendix H, “DEVELOPMENT FINANCING
PLAN” attached hereto. In addition, the Developer has entered in the Minimum Assessment Agreement which is intended to
assure payment of Incremental Revenues sufficient to pay debt service on the 2008 Bonds. See Appendix C and “SECURITY
AND SOURCES OF PAYMENT FOR THE 2008 BONDS -- MINIMUM ASSESSMENT AGREEMENT.”




Base Valuation and Other Security Matters

The base valuation of the District for ad valorem tax purposes as of January 1, 2007, as shown on the records of the

County’s Tax Assessor, is $13,857,500. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2008 BONDS -
GENERAL” herein. , o :

The following table presents the assessed value of the District for each of the previous seven years and 2008:

Assessed Value of Parcels Now

Comprising the District

Fiscal Year Assessed Value
2001 $ 7,011,400
2002 8,853,200
2003 8,853,200
2004 8,849,700
2005 9,144,900
2006 13,877,300
2007 13,857,500
2008 15,495,700

THE COUNTY

NO HOLDER OF ANY 2008 BONDS SHALL HAVE THE RIGHT TO COMPEL THE EXERCISE OF ANY
TAXING POWER OF THE COUNTY OR TOWN FOR PAYMENT OF PRINCIPAL OR INTEREST THEREON.
THE 2008 BONDS ARE NOT GENERAL OBLIGATIONS OF EITHER THE COUNTY OR THE TOWN AND WILL
NOT CONSTITUTE AN INDEBTEDNESS OF EITHER THE COUNTY OR THE TOWN WITHIN THE MEANING
OF ANY STATUTORY OR CONSTITUTIONAL PROVISION OR LIMITATION. THE FAITH AND CREDIT OF
THE COUNTY OR THE TOWN IS NOT PLEDGED TO THE PRINCIPAL OF AND INTEREST ON THE 2008
BONDS. NEITHER THE COUNTY NOR THE TOWN HAS ANY OBLIGATION TO LEVY TAXES TO MAKE
PAYMENTS WITH RESPECT TO THE 2008 BONDS.

THE COUNTY

The County was established in 1791, at which time it extended from the Blue Ridge Mountains to the Tennessee
border. The subsequent creation of additional western counties of the State reduced the County to its present 656 square mile
area. The County is a political subdivision of the State, duly organized and existing under the laws of the State. In 2006, the
North Carolina Office of State Planning estimated to the population of the County to be 219,082.

[Remainder of page intentionally left blank.]
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The County has been experiencing significant growth over the last few years with its aggregate assessed value
increasing over 250% since 1997.

Buncombe County Assessed Value

Fiscal Year Total Taxable Assessed Value Tax Rate
(000°s)

1998 $10,092,435 63%
1999 12,528,705%* 63
2000 13,000,269 63
2001 13,419,502 63
2002 13,777,912 .63
2003 ) 17,095,153* .59
2004 17,496,502 .59
2005 18,034,880 .59
2006 19,105,553 .53
2007 25,635,442* 525
2008 28,155,203 525

*Property is reassessed évery four years.
Source: County Tax Department and County’s Comprehensive Annual Financial Report, fiscal year ended June 30, 2007.
THE TOWN
The Town is a municipal corporation of the State, located within the County, duly organized and existing under the
laws of the State. The Town is 3.6 squarc miles in size and in 2006 the Town had an estimated population of 4,571. The District
is entirely located within the Town.

The Town has also experienced a significant increase in assessed value in recent years.

Town of Woodfin Assessed Value

Fiscal Year Total Taxable Assessed Value Tax Rate**
~ (000’s) )

1998 $115,451 32%
1999 140,492* 28
2000 149,264 28
2001 155,270 40
2002 182,563 40
2003 212,724* 325
2004 218,562 285
2005 221,551 285
2006 273,064 285
2007 376,706* 265
2008 532,562 265

*Property is reassessed every four years.
**Does not include fire district levy, which was .10% in each of the above years.

Source: County Tax Department and County’s Comprehensive Annual Financial Report, fiscal year ended June 30, 2007
INTERLOCAL AGREEMENT
Under the Interlocal Agreement, the County and the Town agreed that the County would issue one or more series (each
a “Series”) of bonds to finance the Public Project, and the County and the Town pledged all of the Incremental Revenues to be
received by the County and the Town (including incremental revenues collected within the Woodfin Fire District) to the

repayment of such bonds to be issued by the County. Neither the full faith and credit nor the taxing power of the County or the
Town is pledged to the payment of the principal of or interest on the 2008 Bonds. While the Town, in conjunction with the
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Developer, will have sole responsibility for the acquisition, construction and equipping of the Public Project, the Trustee, on
behalf of the County under the Indenture, will hold the proceeds of the 2008 Bonds for such purpose. The County has
responsibility for approval of draws of such proceeds needed to finance the acquisition, construction and equipping of the Public
Project after the Town approves the same. See Appendix G, “INTERLOCAL AGREEMENT” attached hereto.

ESTIMATED SOURCES AND USES

The following table shows the anticipated sources and uses of the funds in connection with the issuance of the 2008

Bonds:
Sources of Funds
Principal Amount $12,960,000
Original Issue Discount 160,449
Total Sources of Funds $12,779,551
Uses of Funds
Construction of the Public Project $7,404,565
Deposit to Debt Service Reserve Fund 1,296,000
Deposit for Interest during Construction 2,270,376
Deposit for Working Capital 1,209,661
Issuance Expenses (including Underwriter’s Discount) 618,949
Total Uses of Funds $12 551
THE 2008 BONDS
GENERAL

The 2008 Bonds will be issued under and secured by the Indenture. The 2008 Bonds are issuable only as fully
registered bonds without coupons in denominations of $100,000 and in any integral multiples of $5,000 in excess thereof.

The 2008 Bonds will be dated the date of delivery. Interest on the 2008 Bonds is payable on February 1 and August 1
of each year (each such date, an “Inzerest Payment Date”) commencing February 1, 2009. The 2008 Bonds will bear interest at
the rates set forth on the front cover of this Limited Offering Memorandum from the Interest Payment Date next preceding their
date of authentication to which interest has been paid (unless their date of authentication is an Interest Payment Date, in which
case from such Interest Payment Date, or unless their date of authentication is prior to February 1, 2009 in which case from their
dated date) computed on the basis of a 360 day year comprised of twelve 30 day months. Payment of the principal of and interest
on the 2008 Bonds will be made by the Trustee directly to Cede & Co., as nominee of DTC, and subsequently will be disbursed
to DTC’s Direct Participants and thereafter to the Beneficial Owners of the 2008 Bonds. See “THE 2008 BONDS — Book
ENTRY ONLY SYSTEM” herein.



BOOK-ENTRY ONLY SYSTEM

For information concerning the book-entry only system, see Appendix I, “INFORMATION CONCERNING THE
BOOK-ENTRY ONLY SYSTEM?” attached hereto.

REDEMPTION

Optional Redemption. The 2008 Bonds may be redeemed prior to their maturities, at the option of the County, in
whole or in part on any date on or after August 1, 2018 at a Redemption Price equal to 100% of the principal amount of the 2008
Bonds to be so redeemed plus accrued interest to the redemption date.

Mandatory Redemption.

The 2008 Bonds due August 1, 2024 and 2034, are subject to scheduled mandatory

redemption on the redemption dates and in the principal amounts set forth in the following table, at a redemption price equal to
the principal amount thereof plus accrued interest to the redemption date, without premium:

Mandatory Sinking Fund
Redemption Date
(August 1)

2013
2014
2015
2016
2017
2018

*Maturity

~ Mandatory Sinking Fund
Redemption Date
(August 1)

Principal Amount

2025
-2026
2027
2028
2029

*Maturity

$345,000
370,000
395,000
420,000
450,000
480,000

Principal Amount

2024 TERM BONDS
Principal Amount Mandatory Sinking Fund
Redemption Date
(August 1)

$700,000 2019

150,000 2020

265,000 2021

285,000 2022

305,000 2023 -

325,000 2024*

2034 TERM BONDS
Principal Amount Mandatory Sinking Fund
Redemption Date
(August 1)

$515,000 2030

550,000 2031

590,000 2032 .

635,000 2033

680,000 2034*

13

$730,000
780,000
835,000
895,000

2,260,000




At its option, to be exercised on or before the 45th day next preceding any mandatory redemption date, the County may
() deliver to the Trustee, for cancellation, Term 2008 Bonds or portions thereof (in Authorized Denominations) in any aggregate
principal amount desired, or (b) receive a credit in respect -of its mandatory redemption obligation for any Term Bonds (in
Authorized Denominations) which prior to said date have been purchased or redeemed (otherwise than through mandatory
redemption) and canceled by the Trustee and not theretofore applied as a credit against any mandatory redemption obligation.
Each such Term Bond or portion thereof so delivered or previously purchased or redeemed and canceled by the Trustee shall be
credited by the Trustee at 100% of the principal amount thereof against the obligation of the County to redeem Term Bonds on
such mandatory redemption date, and any excess over such amount shall be credited against future mandatory redemption
obligations as the County directs in writing, and the principal amount of Term Bonds so to be redeemed shall be accordingly
reduced.

Manner and Notice of Redemption. 1f less than all of the 2008 Bonds are called for redemption, the maturities of 2008
Bonds to be redeemed shall be selected by the County, and if less than all the 2008 Bonds of any maturity are to be redeemed, the
portion of such 2008 Bonds to be redeemed shall be selected by the Securities Depository for the 2008 Bonds according to its
rules and procedures or, if the book-entry system has been discontinued, by the Trustee. If a portion of a 2008 Bond shall be
called for partial redemption, a new 2008 Bond in principal amount equal to the unredeemed portion thereof will be authenticated
and delivered to the registered owner upon the surrender thereof. No redemption may result in a bond of less than an authorized
determination.

Notice of redemption will be given by the Trustee (1) to the LGC by mail, (2)(a) to DTC or its nominee at the address
provided to the Trustee by DTC by registered or cértified mail or (b) if DTC or its nominee is no longer the Owner of the 2008
Bonds, to the then-registered Owners by mail, not less than 30 days nor more than 60 days before the redemption date to each
Owner of 2008 Bonds or portions thereof to be redeemed at the last address shown on the registration books kept by the Trustee,
(3) to each of the then-existing securities depositories, by mail or facsimile transmission and (4) to at least two then-existing
national information services, by mail.

Such notice must (1) specify the 2008 Bonds to be redeemed, the redemption date, the redemption price and the place
or places where amounts due on such redemption must be payable (which must be the principal office of the Trustee) and if less
than all of the 2008 Bonds are to be redeemed, the numbers of the 2008 Bonds and the portions of 2008 Bonds to be redeemed,
(2) state that on the redemption date, the 2008 Bonds to be redeemed will cease to bear interest and (3) stats, if the redemption is
conditional on the occurrence of one or more events, what the conditions for redemption are and the manner in which Owners
will be notified if the conditions precedent to a redemption do not occur. If notice is given, the failure to receive such notice or
any defect therein will not affect the validity of any proceedings for such redemption, and failure to give notice to all Owners will
not affect the validity of any proceedings with respect to any Owner to whom such notice is properly given. Any notice mailed
will be conclusively presumed to have been given, whether or not the Owner receives the notice. If at the time of mailing of
notice of redemption there is not on deposit with the Trustee moneys sufficient to redeem the Bonds called for redemption, which
moneys are or will be available for redemption of the Bonds, such notice will state that it is conditional on the deposit of the
redemption moneys with the Trustee not later than the opening of business on the redemption date. Any notice, once given, may
be withdrawn by notice delivered in the manner set forth above, on receipt by the Trustee of written instructions from the County
with respect to such withdrawal.

If moneys are on deposit in the Bond Fund to pay the redemption price of the 2008 Bonds called for redemption and
premium, if any, thereon on a redemption date, 2008 Bonds or portions thereof thus called and provided for as hereinabove
specified will not bear interest after such redemption date and will not be considered to be Outstanding or to have any other rights
under the Indenture other than the right to receive payment.

{Remainder of page intentionally left blant. J
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DEBT SERVICE REQUIREMENTS

The following table sets forth, for each bond year ending August 1, the amounts payable for principal (or mandatory
sinking fund installment) of and interest on the 2008 Bonds.

2008 Bonds

Year Principal Interest Total

2009 A 0 $ 871,292.50 $871,292.50
2010 0 917,150.00 917,150.00
2011 0 917,150.00 917,150.00
2012 0 917,150.00 917,150.00
2013 700,000 : 917,150.00 1,617,150.00
2014 150,000 869,900.00 1,019,900.00
2015 265,000 859,775.00 ) 1,124,775.00
2016 285,000 841,887.50 1,126,887.50
2017 305,000 822,650.00 1,127,650.00
2018 325,000 802,062.50 1,127,062.50
2019 345,000 780,125.00 1,125,125.00
2020 370,000 756,837.50 1,126,837.50
2021 395,000 731,862.50 1,126,862.50
2022 420,000 705,200.00 1,125,200.00
2023 450,000 676,850.00 1,126,850.00
2024 480,000 646,475.00 1,126,475.00
2025 515,000 614,075.00 1,129,075.00
2026 550,000 - 576,737.50 1,126,737.50
2027 590,000 536,862.50 1,126,862.50
2028 635,000 494,087.50 1,129,087.50
2029 680,000 448,050.00 1,128,050.00
2030 730,000 398,750.00 1,128,750.00
2031 780,000 345,825.00 1,125,825.00
2032 835,000 289,275.00 1,124,275.00
2033 895,000 228,737.50 1,123,737.50
2034 2,260,000 163,850.00 2,423,850.00
Total $12,960,000 $17,129,767.50 $30,089,767.50

SECURITY AND SOURCES OF PAYMENT FOR THE 2008 BONDS
GENERAL

The 2008 Bonds, together with the interest thereon, are limited obligations of the County, payable solely from the
“Pledged Revenues” which consist of the Incremental Revenues, all eamnings derived from the investment of the Incremental
Revenue Fund and any other amounts deposited with the Trustee and designated by the County as Pledged Revenues.

Incremental Revenues. The Incremental Revenues are the portion of ad valorem property taxes levied by and
collected on behalf of the County and the Town on the incremental valuation of taxable property within the District. The
incremental valuation is the difference between the current value of taxable property within the District (including that value of
Developer’s property as set forth in the Minimum Assessment Agreement) and the Base Valuation (as hereinafter described).
Incremental Revenues generated within the District are permitted by the Act to be allocated to pay the costs of the public
activities undertaken in a project area (including payment of the principal of and interest on bonds issued to pay such costs). The
Act authorizes the use of tax increment financing to pay the capital and administration costs of a district, and the District is a
development financing district created by the Town and, therefore, is eligible to use tax increment financing.

Base Valuation. In order to determine the Incremental Revenues, the County tax assessor (the “Tax Assessor’)
determined the base valuation of the property located in the District (the “Base Valuation™). The Base Valuation is the assessed
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value of all taxable property located in the District on the January 1 immediately preceding the effective date of the District. The
Base Valuation as of such date (January 1, 2007), as shown on the records of the Tax Assessor, is $13,857,500.

Adjustments to Base Valuation. During the lifetime of the District, the Base Valuation may be altered as follows:

@) If the property is removed from the District, on the succeeding January 1, the Base Valuation shall be reduced
accordingly. The County and the Town have agreed in the Agreement not to do this while the 2008 Bonds are outstanding and
this is confirmed in the General Indenture.

(i1) If new property is added to the District, the aggregate Base Valuation of the District shall be increased by the
assessed value of the taxable property situated in the added territory on the January 1 immediately preceding the effective date of
the District.

Calculation of the Incremental Revenues; Disbursement of Net Tax Receipts. Each year the District is in existence,
the Tax Assessor shall determine the current assessed value of taxable property located in the District and then shall compute the
difference between this current value and the Base Valuation. If the currcnt value exceeds the Base Valuation, the difference is
the increased valuation, the taxes on which secure the 2008 Bonds.

In each year increased valuation in the District exists, the County and the Town will levy taxes against property in the
District in the same manner as taxes are levied against other property in the County and the Town. The proceeds from ad
valorem taxes levied on property in the District shall be distributed as follows:

@) In any year in which there are no Incremental Revenues, all the proceeds of the taxes levied against property
in the District shall be retained by the County and the Town, as if District did not exist.

(if) In any year in which there are Incremental Revenues, the amount of tax due from each taxpayer on property
in the District shall be distributed as follows. The net proceeds of the following taxes shall be paid to the County and the Town:
(a) taxes separately stated and levied solely to service and repay debt secured by a pledge of the faith and credit of the County or
Town, if applicable; (b) nonschool taxes levied pursuant to a vote of the people; (c) taxes levied for a municipal or county service
district; and (d) taxes levied by a taxing unit in a development financing district established by a different taxing unit and for
which there is no increment agreement between the two units. All remaining taxes on property in the District shall be multiplied
by a fraction, the numerator of which is the Base Valuation and the denominator of which is the current valuation for the District.
This amount, when paid by the taxpayer, shall be retained by the County and the Town, as if the District did not exist. The net
proceeds of the remaining amount, when paid by the taxpayer, shall bc turned over to the Tax Assessor, who shall place this
amount in the Incremental Revenue Fund. As used in this paragraph, “nef proceeds” means gross proceeds less refunds, releases,
and any collection fee paid by the levying government to the collecting government.

INCREMENTAL REVENUE FUND

Creation. Pursuant to the Act, the County has established a separate fund (the “Incremental Revenue Fund”) to
account for the proceeds paid to the County from taxes levied on the difference between the current assessed value and the Base
Valuation of the District. The County also will place into the Incremental Revenue Fund any moneys received pursuant to the
Minimum Assessment Agrecment and any other minimum assessment agreement entered into with other owners of property
located in the District. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2008 BONDS - MINIMUM
ASSESSMENT AGREEMENT” herein.

The Trustee will cause transfers to be made from the Incremental Revenue Fund as follows:

FIRST: To the Bond Fund, on or before the 5th day preceding an Interest Payment Date, an amount such that (after
taking into consideration amounts then on deposit in the Bond Fund allocated to pay Interest due with respect to the
Bonds) there will be in the Bond Fund an amount equal to the interest due on the next Interest Payment Date;

SECOND: To the Bond Fund, on or before the 5th day preceding an Interest Payment Date, an amount such that (after
taking into consideration amounts then on deposit in the Bond Fund allocated to pay Principal due with respect to the
Bonds), if the same amount is transferred thereto on each succeeding Interest Payment Date, there will be in the Bond
Fund an amount equal to the principal due on the next Principal Payment Date;

THIRD: To the Bond Fund, the amount necessary to pay the next August Interest Payment Date.
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FOURTH: At any time as may be required after payment of or the reserve of funds for the above obligations, to the
provider of any Qualified Reserve Fund Substitute in satisfaction of the then current obligations of the County incurred
in connection therewith;

FIFTH: At any time as may be required after payment of or the reserve of funds for the above obligations, to the
Trustee for deposit in the Reserve Fund (1) the amount necessary for the balance therein to equal the Reserve
Requirement, but if the Revenues are insufficient therefor, to each Account of the Reserve Fund pro rata on the basis of
the Reserve Requirement for each Series of Bonds secured by an Account of the Reserve Fund or (2) if the Reserve
Fund is less than 90% of the Reserve Requirement as a result of a valuation of investments therein, the amount
necessary for the balance therein to equal the Reserve Requirement; but the Trustee is not required to transfer on any
‘Interest Payment Date more than an amount such that if the same amount were deposited on the next Interest Payment
Date, the Reserve Fund would equal the Reserve Requirement;

SIXTH: At any time as may be required after payment of or the reserve of funds for the above obligations, to the
Trustee for deposit in the Bond Fund, the amount necessary to make up any deficiency therein in accordance with the
priorities established; :

SEVENTH: At any time as may be required after payment of or the reserve of funds for the above obligations, to the
Persons entitled to payment of fees and expenses for professional services rendered related to the Bonds;

EIGHTH: On or after August 2, 2013, in any year in which the Developer’s Property is assessed at the Standard
Assessment Amount, as defined in the Minimum Assessment Agreement, by the 15™ day of each Fiscal Year, to the
Town and the County in the proportion certified to the Trustee by a Finance Officer Certificate, the balance remaining
in the Incremental Revenue Fund as of the last day of the preceding Fiscal Year.

RESERVE FUND

Under the Indenture, proceeds of the 2008 Bonds in the amount of the 2008 Bonds Reserve Requirement ($1,296,000)
have been deposited in the Reserve Fund. Amounts therein are available to pay any deficiency in debt service amounts due on
the 2008 Bonds.

ADDITIONAL SOURCES OF SECURITY FOR THE 2008 BONDS

The 2008 Bonds are special obligations of the County. Moneys in the Incremental Revenue Fund are pledged to the
payment of the 2008 Bonds. Except as provided in the Act, the principal and interest on the 2008 Bonds do not constitute a legal
or equitable pledge, charge, lien, or encumbrance upon any of the County’s property or upon any of its income, receipts, or
revenues. Neither the credit nor the taxing power of the County is pledged for the payment of the principal or interest of 2008
Bonds, and no holder of 2008 Bonds has the right to compel the exercise of the taxing power by the County or the forfeiture of
any of its property in connection with any default on the 2008 Bonds, cxcept as provided in the Act.

[Remainder of page intentionally left blank.]
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MINIMUM ASSESSMENT AGREEMENT

Pursuant to the Act, the Developer, the Town and the County have entered into the Minimum Assessment Agreement,
under which the Developer has agreed to a minimum value at which the Developer’s real and personal property subject to ad
valorem taxation and located in the District (the “Developer Property”) will be assessed for taxation for the duration of the
District (the “Developer Property Minimum™). The purpose of the Minimum Assessment Agreement is to annually set the tax
values on the Developer Property at such a level — the Developer Property Minimum — which will assure sufficient Incremental
Revenues, together with Incremental Revenues received from other property taxpayers within the District, to pay the annual debt
service on the 2008 Bonds. The Developer Property Minimum will be calculated for each Fiscal Year by the County tax assessor
as provided in the Minimum Asscssment Agreement and allocated among the parcels then comprising Developer Property pro
rata in proportion to the respective Standard Assessment Amount for each such parcel, as may be adjusted from time to time to
reflect any subdivision of Developer Property, the release of parcels comprising Developer Property from the provisions of the
Minimum Assessment Agreement or as a result of appraisal information provided by Developer.

The Minimum Assessment Agreement provides for the release of parcels comprising Developer Property from the
obligation to be allocated a Minimum Assessment Amount under certain conditions at the request of Developer. Only parcels
transferred to Bona Fide Transferees (persons unaffiliated with Developer who acquire either a completed building or
undeveloped land from Developer) are eligible for release; provided, however, that the release of any such parcel shall not
become effective until the Fiscal Year following the issuance of a temporary or final certificate of occupancy for all buildings to
be constructed on such parcel. In addition, no parcel may be released from the terms of the Minimum Assessment Agreement if,
at the time of such release, the Assessed Value of all Developer Property, together with the value of any Acceptable Substitute
Collateral posted by Developer, is less than 200% of the Uncovered Principal Balance.

The Minimum Assessment Agreement provides that the Assessed Value of parcels comprising Developer Property, for
purposes of determining whether Developer then complies with minimum collateral requirement set forth in the preceding
paragraph, may be adjusted by the County tax assessor, in its sole discretion, based on values set forth in any future appraisal of
such parcels that may be commissioned by Developer at its expense; provided, however, that any such adjustment must also be
made to the Standard Assessment Amount for such parcel(s) effective the current Fiscal Year.

For purposes of the Minimum Assessment Agreement, the term “Standard Assessment Amount” shall mean the
assessed value for the Developer Property that would be determined by the County tax assessor in accordance with standards
utilized by the tax assessor for assessing the value of property of the same type as the Developer Property elsewhere in the
County.

The term “Assessed Value” shall mean, for (i) the period prior to September 30, 2010, the amount allocated to each
parcel of Developer Property based on values contained in the Appraisal (attached hereto as Appendix B) and (ii) after such date,
the Standard Assessment Amount for such parcel.

The term “Acceptable Substitute Collateral shall mean an irrevocable letter of credit with an initial term of one year for
the benefit of the Trustee to be drawn on a national banking association with a credit rating of not less than AA- from Standard
and Poor’s (or the equivalent rating from any other nationally recognized credit rating service) and payable upon presentation
when coupled with a certification from the County that either (A) the Developer has defaulted in making any payment due of ad
valorem taxes levied based on a Minimum Assessment Amount and that all cure periods have lapsed or (B) that the Developer
has not provided a substitute letter of credit at least 30 days prior to the termination of the initial letter of credit.

The term “Uncovered Principal Balance” shall mean , as of the beginning of each Fiscal year, the principal amount of
Bonds then outstanding less that portion of such outstanding principal amount that can be amortized over the remaining term of
such Bonds by Available Tax Increments, as certified to the County by a qualified independent financial consultant.

The term “Available Tax Increments” shall mean the ad valorem property taxes levied by the County and the Town on
all taxable property within the District, based solely on the property’s aggregate Standard Assessment Amount, that are required
to be placed in the Incremental Revenue Fund for such Fiscal Year, as certified to the County by a qualified independent financial
consultant.

The Minimum Assessment Agreement shall remain in effect according to its terms regardless of whether the Project is
completed or whether the Project continues to exist during the duration of the Minimum Assessment Agreement. The Minimum
Assessment Agreement will be recorded in the real property records under North Carolina law and will “run with the land.” The
County will have a lien on the property so covered for any imposed Minimum Assessment Amount. Such lien will be in place
notwithstanding sale of the property, bankruptcy of the Developer or a prior foreclosure on an annual lien amount and shail be
superior in all respects to other liens encumbering property subject to the Minimum Assessment Agreement, including any
established pursuant to the deed of trust securing Wachovia’s right to repayment under the A&D Loan.
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See Appendix D, “MINIMUM ASSESSMENT AGREEMENT” attached hereto.
ADDITIONAL BONDS

The County may issue one or more series of additional bonds (“ddditional Bonds™) to: (i) pay costs of the Public
Project, (ii) refund all or a part of the 2008 Bonds or any Series of Additional Bonds; or (iii) for a combination of such purposes,
upon the satisfaction of the conditions to the issuance of Additional Bonds set forth in the Indenture, including, without
limitation, the satisfaction of certain debt service coverage tests. Sce Appendix A, “DEFINITIONS AND SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE” attached hereto. Each such Series of Additional Bonds will be issued
pursuant to a Series Indenture and will be equally and ratably secured under the Indenture with the 2008 Bonds and any other
Additional Bonds, without preference, priority or distinction of any Bonds over any other Bonds; provided, however, that any
Series of Bonds may have additional revenues or other security pledged to pay such Bonds.

It is unlikely any Additional Bonds will be issued before 2011. The Indenture does not prevent the incurrence of debt
subordinate to the 2008 Bonds.

LIMITED OBLIGATIONS; LIMITED REMEDIES -

Lintited Obligations. The 2008 Bonds do not constitute a general obligation of the County or the Town nor a pledge of
the faith and credit of the County or the Town and shall not otherwise constitute an indebtedness or a charge against the general
taxing power of the County or the Town, respectively. The 2008 Bonds are not payable from a charge upon any funds other than
the Pledged Revenues, nor shall the County or the Town be subject to any pecuniary liability thereon.

Limited Remedies. No Owner or Owners of the 2008 Bonds ever shall have the right to compel any exercise of the
taxing power of the County or the Town, respectively, to pay the 2008 Bonds or the interest thereon, nor to enforce payment of
the 2008 Bonds against any property of the County or the Town, nor shail the 2008 Bonds constitute a charge, lien, or
encumbrance, legal or equitable, upon any property of the County or the Town, except for the Pledged Revenues. Neither the
County nor the Town has any obligation to levy taxes to make payments with respect to the 2008 Bonds. :

LocaL GOVERNMENT COMMISSION

In the event the Incremental Revenues are insufficient to pay the debt service on any 2008 Bonds, the: LGC may not
increase the tax rates for the taxable property in the District in order to make up for this shortcoming. See “RISK FACTORS”
and “SECURITY AND SOURCES OF PAYMENT FOR THE 2008 BONDS — MINIMUM ASSESSMENT AGREEMENT” herein.

THE DEVELOPER

The Developer of the Private Project is Reynolds Mountain Partners, LLC (the “Developer”), a North Carolina limited
liability company, and its successors and assigns, which is the owner of a majority of the property in the District. See “PLAN
OF FINANCE?” herein. The Developer will construct the first phase of the Public Project using proceeds from the 2008 Bonds
and will finance and construct the Private Project. The Developer will bear the financial risk for the Private Project. For more
information on the Developer go to www.reynoldsmountain.com. : ‘ .

PRINCIPALS OF DEVELOPER
Kirk Boone, Founding Partner and Chief Executive Officer

~ With over 20 years of residential and commercial construction experienice, Kirk Boone has established himself as
Western North Carolina’s preeminent developer, commercial general contractor, and luxury home builder. Mr. Boone’s projects
have garnered national “Growth Community” and “Best Single Family Home” awards. After graduating from the University of
Tennessee at Knoxville with a degree in Civil Engineering, Mr. Boone worked for the North Carolina Department of
Transportation and later formed KCB Construction in 1986 which is now licensed in 7 states. In 2001, Mr. Boone founded
Reynolds Mountain Development, spearheading the project’s highly successful acquisition and éntitlement efforts. "Currently,
Mr. Boone continues to serve as a fifty percent equity partner and Chief Executive Officer for Reynolds Mountain Development
where he is responsible for overseeing all commercial sales and leasing activities as well as the daily management of construction
and project development. : N
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Brad Rachman, Partner

With substantial executive management experience, Brad Rachman has éffectively stewarded Reynolds Mountain’s
corporate growth — creating one of the most significant real estate ventures in Western North Carolina. Serving as company CEO
from 2003 until January, 2008, Mr. Rachman is credited with the creation of the company’s management team and support staff,
as well as the implementation of a highly successful marketing strategy that has resulted in consistent profitable financial returns.
A graduate of the University of Michigan, School of Engineering, Mr. Rachman served as Chief Marketing Officer for Geneva
Diagnostics prior to coming to Reynolds Mountain. Although no longer company CEO, Mr. Rachman still remains a 50 percent
equity partner and continues to be an integral part of the executive leadership.

Vie Knight, President

Vic Knight has been with Reynolds Mountain since 2006, serving as vice president of development operations and
leading all architecture, land planning and engineering consulting activities for the company. He previously served as the
development’s lead landscape architect and planning consultant for six years. In his role as President, Mr. Knight’s primary
responsibilities include overseeing development operations including coordination activities with sales and vertical construction;
coordinating all architecture, interior design, landscape architecture, and civil engineering; and managing horizontal construction
for the company in an effort to ensure consistent quality and a unique character for the development. Mr. Knight is a graduate
from Mississippi ~ State University and served as the Vice President of Operations for Chimney Park before coming to Reynolds
Mountain.

Detlef Sholz, Chief Financial Officer

Detlef Sholz has been a real estate development executive for over 13 years and has served as CFO for Reynolds
Mountain since 2005. Well versed in land acquisition, project financing and pro forma analysis, Mr. Sholz’ primary role as CFO
for Reynolds Mountain includes; directing all accounting activities, budget analysis, cash flow oversight, and financial planning.
Prior to working for Reynolds Mountain, Mr. Sholz served as CFO for Gross Associates, one of the nation’s premier developers.
Mr. Sholz holds a Masters Degree in Accounting Information Systems from Virginia Polytechnic Institute.

PRIOR DEVELOPMENT EXPERIENCE
Reynolds Mountain

Overlooking the historic Grove Park and Lakeview Park communities, Reynolds Mountain is the premier development
located on the north side of Asheville and one of the few areas in Asheville’s immediate surroundings that affords a unique value
proposition; mountain beauty and urban proximity. Reynolds Mountain community is developed with the utmost concern for
preserving the natural mountain setting, but also offers the conveniences of paved roads with curbs and gutters, underground
services including power, natural gas, sewer, city water, and fiber optic communication. The property boasts spectacular views of
Asheville’s- most acclaimed landmarks, such as the Grove Park Inn, the Country Club of Asheville’s golf course, the still,
reflective waters of Beaver Lake, sunset views of the western Smoky Mountains, and the twinkling city lights of downtown
Asheville. Reynolds Mountain offers a rare combination - a wonderful “neighborhood” feel with unbelievable views in close
proximity to Downtown Asheville’s shopping, restaurants and cultural offerings.

Reynolds Mountain began the pre-construction selling of its first phase of the Reynolds Mountain Development in the
spring of 2002. Phase I of Reynolds Mountain Development, the Heights and Altamont communities, consisted of over 60
custom estate home sites that sold out by late 2003. The median price per home site was driven to over $200,000; up from its
average launch pricing of $100,000 per site. The summer of 2004 witnessed the sale of all 60 home sites in Phase II with a
median price of $300,000 per home site. Phases III and IV were released in the summer of 2005 and introduced a new product
concept of high-end custom town homes priced between $800,000 to $1.5 million, and luxury villas priced between $1.1 million
to $1.5 million. Of the 55 town homes and villas, 41 have been sold to date. Home sites at Reynolds Mountain are now reselling
at over $1 million dollars per site.

PRIOR CONSTRUCTION EXPERIENCE

Founded in 1986, KCB Construction is licensed in 7 states and specializes in the construction of both residential and
commercial buildings, as well as restoration projects.

Commercial: (List is a sample of projects and does not represent all projects completed by KCB Construction)
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Project Owner
Kentucky Fried Chicken (9) JRN, Inc.
North Asheville Library Buncombe County
Forest Professional Park WD Development
Cliff Dwellers Rock Shop Chimney Rock Park
Shoothouse, Hunter Air Field Department of Defense
Boathouse Restaurant Boathouse
Eastwood Village Retail Center EWGP Retail, LLC
Asheville School Faculty Housing Asheville School
Arby’s Restaurant/Handy Pantry The Winning Team
Grove Park Inn Laundry Facility Grove Park Inn
Shoney’s of Franklin Morgan Oil Company
Etowah Fire Department Etowah Fire Department

Asheville Hotel Renovation

Public Interest Projects

Project Cost
Approximately $8 million

$989,000
$3,378,067
$500,000
$617,600
$1,189,000
$916,000
$1,421,000
$985,000
$1,340,000
$610,000
$1,160,000
$2,100,000
$700,000
$318,000
$1,250,000
$2,000,000

Thomas Wolfe Memorial Center State of NC
The Shops at Chadwick Clara Bitter
Skyland Crest Shopping Center Winston Pulliam
Blue Mountain Country Club Taylor Bush
Residential:
Project Owner

Highland Lake, 46 Units

Laural Bridge Housing
Community, 30 Units

Mitchell Housing , 22 Units

Connor Creek Apartments, 8

Units

Carolina Apartments, 15
Units

Turner Apartments —
Renovation, 70 Units

Sweetwater, 32 Units
The Charleston, 32 Units
Mashburm Gap, 34 Units

Eagles Nest Villas, 36 Units

Hunter’s Run, 20 Units

Laurel Park Villas, 16 Units

Ro-Well, 36 Units
Westwinds, 42 Units

Highland Lake, Inc.

Mountain Housing

Larry Philips

Housing Assistance

Public Interest Projects

Public Interest Projects

- Rural Development

Rural Development
Rural Development
Taylor Bush

Rural Development
Evelyn Romeo
Rural Development

Rural Development

Project Cost
$8,000,000
$518,000

$1,057,000
$400,000

$1,200,000
$500,000

$1,000,000
$1,000,000
$1,000,000
$2,000,000
$720,000
$700,000
$1,000,000
$1,000,000
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Date of
Completion

2002-2007
2-2-05
4-30-06
6-30-04
6-30-03
5-30-03
11-20-02
4-30-02
1-17-00
1-7-00
4-15-99
3-1-99
12-1-97
11-30-96
1-1-96
10-1-95
1992

Date of
Completion

12-02
1-18-96

1-26-95
1-5-95

1994

1994

1993
1992
1992
1992
1989
1989
1988
1987




OTHER PROFESSIONALS

The Tax Investment Projection Study in Appendix C was prepared by MuniCap, Inc. of Columbia, Maryland.
MuniCap, Inc., whose principal is Mr. Keenan Rice, has been consulting in urban renewal and economic development over 18
years. The principal authority of the study was Mr. David Saikia who has a graduate degree in Public Affairs from the University
of Wisconsin.

The appraisal (attached as Appendix B) was prepared by Fred H. Beck & Associates, LLC, Charlotte, North Carolina.
Fred H. Beck & Associates, LLC is a regional commercial real estate services firm. Fred H. Beck, Jr., MAI, CCIM is the
principal of the company which he formed in 1994. With an extensive background in appraising commercial and income
producing properties, Fred H. Beck & Associates, LLC provides a wide range of real estate services such as valuation services,
market analyses, feasibility studies, real estate counseling for acquisition, disposition and site selection.

APPRAISAL

The Underwriter obtained a complete appraisal in connection with the financing of the Public Project (the “dppraisal’).
The Appraisal is dated June 9, 2008 and was prepared by Fred H. Beck & Associates, LLC, Charlotte, North Carolina. The
Appraisal provides an “As Is” value of the real property comprising the 52.36-acre Phase V portion of the Private Project and a
“Prospective Future Value” of the same real property assuming all infrastructure is in place to support Phase V development as of
August 1, 2008. (The Prospective Future Value appraisal was conducted utilizing both a cost approach and a development
valuation approach and a development valuation approach that combined elements of traditional market and income valuation
methodologies.) The Appraisal also provides “As Is” values for an additional four parcels, totalling 4.0 acres, to be developed as
part of Phase VI and a “Discounted Cash Flow™ valuation of an 8.06-acre Phase VI parcel controlled by Developer pursuant to a
75-year lease. Finally, the Appraisal provides an “As Is” value for 100.25 acres owned by Developer that will constitute
Phase VII of Reynolds Mountain Development. In total, the Appraisal includes valuations of all 164.67 acres of property owned
(or controlled) by the Developer within the District.

Pursuant to the appraisal, and subject to the assumptions and limitations described therein, the real property comprising
Phase V of the Private Project had an “As Is” value of $9,425,000, a Prospective Future Value of $21,147,000 based on a cost

approach and $25,680,000 based on a development valuation approach. Total valuations were as follows:

Land Valuation Phase V 52.36 acres “As Is” as of May 2, 2008 $ 9,425,000

Prospective Future Value of Phase V by Cost Approach 21,147,000
Prospective Future Value of Phase V by Development Valuation 25,680,000
Approach

Value by Discounted Cash Flow Analysis of Phase VI Leased S 4,951,000
Property 8.06 acres

Land Valuation Phase VI 4.0 acres 2,889,000
Land Valuation Phase VII 100.25 acres 4,010,000
Land & Leasehold Values Phase VI & VII 11,850,000

AD VALOREM TAXATION, COLLECTION AND ENFORCEMENT
GENERAL

The following is a summary of certain ad valorem taxation, collection and enforcement provisions and procedures
under the Constitution of the State, the N.C.G.S. and the rules and regulations of the County and the Town (collectively referred
to herein as “State Tax Law”).

The primary source of payment for the 2008 Bonds is the Incremental Revenues generated within the District to the
extent realized and collected by County, on behalf of itself and the Town. The Incremental Revenues are the taxes on the
difference between the current assessed value of taxable property located in the District and the Base Valuation. In each year the
District exists, the County and the Town will levy taxes against property in the District in the same manner as taxes are levied
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against other property in the County and the Town. The Base Valuation as of January 1, 2007, as shown on the records of the
Tax Assessor, is $13,857,500.

The County expects, but can make no assurance, that the value of taxable property within the District will be enhanced
by the Project. To the extent that the property within the District does not appreciate in value, or such appreciation is delayed, the
availability of Incremental Revenues to pay debt service on the 2008 Bonds will be negatively affected. In addition, the failure of
the County to timely comply with the requirements under State Tax Law to legally impose and collect ad valorem taxes could
result in delays in the collection of ad valorem tax revenues during any year. Such delays in the collection of the ad valorem
taxes (which includes the Incremental Revenues), would have a material adverse effect on the ability of the County to make full
or punctual payment of debt service requirements on the 2008 Bonds. Further, to the cxtent that landowners within the District
fail to pay, are delinquent in paying or are unable to pay the ad valorem taxes, the successful pursuance of collection procedures
available to County (on behalf of itself and the Town) is essential to continued payment of principal of and interest on the 2008
Bonds.

AD VALOREM TAXATION

In the State, property is divided into two general types: real and personal. Real property includes land and
improvements, which consist of buildings and fixtures that are permanently attached to land, including manufactured homes
placed upon land owned by the same person who owns the home. Personal property is divided into tangible property, such as
motor vehicles, boats and machinery, and intangible property, such as bank accounts, stocks and bonds. All real and personal
property is taxable, unless specifically exempted or excluded from taxation. Very little intangible personal property in the State
today is subject to taxation. All 100 counties and most cities in the State levy property taxes.

Ad valorem property taxes are levied by the Town and the County, based upon value, against real property within the
District. Chapter 105, Article 25, Section 347 of the N.C.G.S. allows counties and municipalities to levy on property tax rates
necessary to meet their expenses.

State Tax Law requires that all property, other than certain public service company property and property located in
development financial districts like the District, be assessed for taxation at its true value or use value. The county assessor’s
assessment of all property other than public service company property, which is assessed by the State Department of Revenue,
applies to all cities and special service districts within the county. Thus, the modes of assessment and rate of taxation must be
uniform throughout a taxing district.

The county assessor and the county and city tax collectors are the key individuals in the administrative structure for
listing, assessing and collecting property taxes. The main duty of the county assessor is to list, appraise and assess all of the
property within the county. As such, the county assessor has the power to subpoena taxpayers for examination under oath and to
subpoena documents.

STEPS IN THE TAXATION OF PROPERTY

There are six basic steps in the administration of the property tax at the local level: (1) listing; (2) appraisal; (3)
assessment; (4) review and appeal; (5) tax rate and billing; and (6) collection and enforcement.

Listing. Location, taxability and ownership of real and personal property (other than motor vehicles) are determined
annually as of the January 1 that precedes the fiscal year for which taxes are to be levied. The listing of property with the county
and municipal assessors lets the taxing jurisdiction know what property is subject o its jurisdiction so that it can levy a tax on
such property. Generally, the record owner of real property and the owner of personal property is the listing taxpayer. Taxpayers
list property and apply for exemptions or exclusions with the county tax assessor, although municipalities may affirm or deny
applications notwithstanding the county’s decision. It is the duty of the owner to file a tax listing abstract with the listing office
during the month of January to avoid penalty for late listing. While the location of real property for taxing purposes is simple,
personal property generally is taxed at the residence of its owner. A residence is the location where an individual dwelled for
most of the preceding calendar year. A corporation’s residence is its principal place of business. Property commonly used at
other locations is excepted from this general rule and is taxed at that other location. Although cities may elect to perform their
own listing (most cities simply copy the listing of the county in which they are located), they must accept the property valuations
fixed by the county authorities.

Property owners as of January 1 are required to list any new buildings, additions, improvements, or deletions that
occurred during the previous year. A construction permit does not fulfill this requirement. The listing must be filed during the
listing period January 1 — January 31 of each year. Painting, reroofing, and landscaping are considered maintenance and do not
require a listing form.
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Exempt and excluded property is not required to be listed by its owner, but the owner must demonstrate to the taxing
authority that the property qualifies for such treatment by filing a request for tax relief. Such classes of property generally
exempt from taxation include public property, property owned by certain religious entities, property owned by certain charities,
property of nonprofit hospitals, nonprofit homes for the aged and nonprofit homes for the mentally handicapped, property owned
by colleges and certain educational property, public library property, certain farm products, certain air and water pollution control
property, and personal effects.

One of the most widely applicable exclusions from the ad valorem tax base is the homestead exclusion. This exclusion
provides partial property tax relief for elderly or disabled low-income people and for disabled veterans (or their unmarried
surviving spouses) who own their own homes. The non-veteran exclusion applies to individuals sixty-five or older or who are
permanently and totally disabled and who had a disposable income of not more than a statutorily prescribed amount in the
preceding calendar year. These individuals may have excluded from their property taxes the greater of $25,000 or fifty percent
(50%) of the tax value of his or her permanent residence. Social Security, retirement benefits, public assistance payments, and
any other form of income except gifts or inheritances are counted as income. The disabled veterans exclusion is available for
veterans certified as having a service-connected total disability by the United States Department of Veterans Affairs and provides
the first $45,000 of appraised value of the residence is excluded from taxation. Individuals must apply for the benefit of these
exclusions and once granted, they remain valid for succeeding tax years if there is no change in the individual’s circumstances
that affects eligibility. Certain individuals eligible for the non-veteran exclusion may instead opt to use the “circuit breaker”
statute which permits up to 5% of the tax which would otherwise be due to be deferred, with interest, until either the individual
ceases to qualify, dies or transfers the residence.

Appraisal. Property not singled out for special tax treatment must be assessed at its true value. True value, which
represents the value upon which ad valorem property taxes are levied, is defined in Chapter 105, Subchapter 2 of the N.C.G.S.
(the “Machinery Act”) as, “market value, that is, the price . . . at which the property would change hands between a willing and
financially able buyer and a willing seller, neither being under any compulsion to buy or sell and both having reasonable
knowledge of all the uses to which the property is adapted and for which it is capable of being used.” Personal property is
appraised each year when it is listed for taxation. The value of real property is determined as of January 1 of the year in which
the real property is revalued. Real property must be reappraised (or revalued) at least once every eight years. About fifty percent
(50%) of the counties in the State have shortened this time to terms ranging from four to seven years. Beginning in 2008, if a
county has an annual sales tax assessment ratio (generally indicative of local economic growth) less than .85 or higher than 1.15,
a new real property valuation is required no later than in the third following year.

In determining the appraised value of personal property, the county assessor considers replacement cost, sale price of
similar property, age, physical condition, productivity, remaining life, obsolescence, economic utility and any other factor that
may affect the value of the property. In order to revalue all of the real property within its borders, counties have developed
appraisal manuals for establishing market value of the real property. According to the Machinery Act, such manuals provide
“yniform schedules of value, standards, and rules to be used in appraising real property.” The local real estate market and
national data on the cost of building construction, adjusted to reflect local building costs, comprise the formula for the manuals.
Values may increase or decrease based on the worth of the land, the quality of construction, surrounding development and other
factors.

Once the manuals have been prepared and a public hearing held, the county board of commissioners adopts them.
Taxpayers then have thirty (30) days to challenge the manuals by appeal to the State Property Tax Commission. The
Commission has the power to order the county board of commissioners to make revisions to the manuals. After the adoption of
the manuals, the county assessor prepares a card for each parcel of land in the county. The card lists all of the characteristics of
the land and improvements, if any, that will be considered in making the appraisal. Once the cards have been drafted and
reviewed, they are mailed to the taxpayers. Generally, county assessors allow time for an informal appeal after the cards are
mailed. Once this period has ended, the county assessor formally appraises and assesses each parcel of land. After the
appraisals, the taxpayer may appeal directly to the county assessor at any time before the county board of equalization and review
convenes.

Assessment. After the appraisal period ends, the county assessor determines the appraised value of each taxable item
and compiles the scroll, or the tentative list of taxable property showing the owner’s name and address and aggregate assessed
value of his or her taxable property. The board of equalization and review then reviews the scroll for approval. After the board
of equalization and review approves the scroll and the tax rate has been set, the county tax office computes the amount of taxes
due from each person listed on the scroll. Property located in a development financing district and subject to a minimum
assessment agreement is assessed at its true value or at the minimum value set out in the minimum assessment agreement,
whichever is greater.

The Real Estate Assessment Office of a given county (the “4ssessment Office’”) appraises and assesses all real estate in
the county. The Machinery Act requires that real estate be assessed at 100% of its market value as of January 1 of each
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revaluation year. The assessment of new construction is based on its percent of completion as of January 1. The Assessment
Office also administers the present land use and exemption programs. The Real Estate division of the County Tax Department
currently is reviewing all real property in the County in preparation for the 2010 revaluation.

Appeal and Review. The county assessor is subject to review by the county board of equalization and review, the
principal function of which is to hear and decide taxpayer valuation appeals. Further appeals may be heard by other boards or
State courts.

Tax Rate and Billing. County commissioners and municipal council members set the property tax rate for each year
by July 1 of cach year. Bills for property taxes are mailed to taxpayers as soon as possible after July 1 and taxes are due on
September 1. However, these taxes are payable without interest any time through the following January 5. After January 5, local
tax collectors begin to use enforced collection remedies against those who have not paid on time. Tax collectors also will
continue to attempt to collect taxes delinquent from prior years.

COLLECTION

The Tax Collector. Municipalities and counties with special legislation that provide a method (either elective or
appointive) for selecting tax collectors must adhere to the provisions of that legislation relating to the tax collector’s selection and
term of office. In the absence of special legislation, the governing body of each city and county must appoint a tax collector to
collect the taxes it levies. By entering into a contract with the county for the collection of its taxes, a city or town effectively
appoints the county collector as the city’s collector. Ordinarily, collectors are named early enough in the fiscal year to prepare
themselves to take over the new taxes when the time comes for collection.

Governing boards and councils may only assign collection responsibility for a tax year to an individual who satisfies
the statutory requirements set forth in the Machinery Act. First, the tax collector must turn over to the finance officer the receipts
issued for prepayment of taxes not yet charged to the collector. The collector must also demonstrate that the funds associated
with these receipts have been deposited. Finally, the collector must settle for all taxes currently in his or her hands for collection
and provide satisfactory bond for taxes for the current year and all prior years in his or her hands for collection.

Tax Collection. Apart from the tax records, which include the scroll and tax book, the most important document in the
collection process is the fax receipt. The tax receipt furnishes the taxpayer with evidence of payment and provides the tax
collector with the payment information necessary to support a credit in the settlement.

The Machinery Act does not require that tax collectors send a bill for property taxes unless they are specifically ordered
to do so by their governing board and the Machinery Act provides that all persons with an interest in real property are charged
with notice that the property should be listed for taxation, that taxes may become a lien on the property, and that action may be
taken to enforce the lien. Thus, while all taxing units, as a practical matter, bill for property taxes owed, the failure of a particular
taxpayer to receive a bill for property taxes is not a defense to nonpayment of taxes.

The tax collector must keep adequate records of all collections and must submit a report showing the amount collected
on each year’s taxes, the amount remaining uncollected, and the steps being taken to encourage or enforce payment, at each
regular meeting of the governing body. These reports enable the governing body to evaluate the tax collector’s collection
activities and to compare collection activities from current years to the taxing unit’s present position.

The Collector’s Division of the County Tax Department is responsible for collecting all real and personal taxes
assessed in the County. These taxes include real estate, vehicle, business personal property, and other personal property taxes
such as mobile homes, untagged vehicles, and boats. The total amount of tax the collections division will collect from the
County and the six other municipalities in the County is more than $100 million each year.

ENFORCEMENT

General. As pointed out earlier, property taxes are due and payable on the first day of September of the fiscal year for
which they are levied. The tax collector may use enforced collection remedies to collect the taxes for a period of ten years
measured from the September 1 due date.

Payment of Taxes. Taxes always may be paid in cash, and the Machinery Act permits tax collectors also to accept — at
their own risk — checks and electronic payments. Tax collectors may issue receipts immediately upon payment by check or may
withhold the receipt until the check is collected. When a tax collector has taken a check in payment of taxes, has issued a receipt,
and has had the check returned unpaid, the taxes are treated as being unpaid. In such a case the collector has the same remedies
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for collection that he or she would have had if the receipt had not been issued (plus the right to bring a civil suit on the check),
provided that the collector has not been negligent in presenting the check for payment.

Settlements. Settlement refers to the tax collector’s annual report to the county board of commissioners concerning
tax-collection efforts throughout the preceding fiscal year as well as an accounting of the funds collected. In addition to reporting
collection efforts and funds collected for taxes for the preceding fiscal year, the tax collector or other person charged with the
collection of delinguent taxes from prior years must settle with the goveming body for sums received in payment of delinquent
taxes. While this annual settlement must occur after July 1 and before the tax collector is charged with taxes for the current fiscal
year, settlement must also take place at the end of a tax collector’s term of office and at any other time required by the governing
body.

Governing boards and councils must adhere to the requirement that the tax collector settle for the prior fiscal year
before being charged with current-year taxes. Not only does the settlement statute provide that it is a misdemeanor for a member
of a governing body to fail to perform duties assigned under the statute, but a member of the governing body who votes to deliver
the tax receipts to the tax collector before the collector has settled for the prior year and met other statutory requirements is
individually liable for the amount of taxes for which the collector has not made satisfactory settlement. :

Once the tax collector enters a settlement for the previous year’s taxes and provides satisfactory bond, the governing
body must adopt an order to be entered in its minutes directing the tax collector to collect taxes for the current fiscal year. The
board must then deliver the current year’s tax receipts to the collector. The order to collect must be entered and the receipts
tumed over by September 1. The order has the force and effect of a judgment and execution against the taxpayers’ real and
personal property, which affords the tax collector the authority to seize and attach personal property of a taxpayer without a court
order. While the issuance of the order is a critical step in the collection process, the Machinery Act contains a safety-net clause,
which provides that a goveming body’s failure to deliver the order does not affect a tax collector’s use of enforced collection
remedies.

Property Tax Lien. The North Carolina Supreme Court has defined lien as “the right to have a demand satisfied out of
the property of another.” This right runs against the property rather than against the owner. As used in the property tax laws of
this state, the lien for taxes runs in favor of the local government unit and may be enforced against the property of the taxpayer.

A taxing unit acquires a lien against all real property that each taxpayer owns within its jurisdiction on January 1. As
of the date the lien attaches, the amount of taxes it represents is indeterminate, as the governing body will not set the tax rate until
the following June or July. Moreover, the tax collector may take no action to enforce this lien until the taxes become delinquent
on January 6 of the next year. The lien against real property includes not only the taxes levied on the real property itself but also
the taxes levied on all the taxpayer’s personal property (other than registered motor vehicles) by the taxing unit. Property taxes
levied on other parcels of real property do not, however, become a lien on any real property other than that for which they were
levied. In addition, all penalties, interest, and costs allowed by law are added to the amount of the lien for the principal amount
of the taxes.

The taxing unit does not acquire an automatic lien against personal property each January 1. Instead, a lien for property
taxes against personal property only attaches upon the tax collector’s seizure of the property, either through levy or attachment.
Once attached, the lien against personal property includes all taxes due the county, not merely those levied on the particular item
seized, nor merely those levied on the personal property of the taxpayer.

Ordinarily the tax lien on real and personal property continues until the principal amount of the taxes plus penalties,
interest, and costs are fully paid. Nevertheless, the tax collector’s issuance of a full payment receipt may release the lien even if
erroneously issued before taxes are paid in full. The lien for property taxes against real property is superior to all other liens and
rights, except previously recorded liens for state taxes, regardless of whether the other liens were acquired before the lien for
taxes. Furthermore, once the lien has attached to real property, its priority is not affected by transfer of title, by death, or by
receivership of the property owner.

Taxes, interest, penalties, and costs become a lien on personal property from and after levy or attachment. The priority
of the lien depends upon whether the lien is for taxes on the particular item seized or whether it is for other taxes. The portion of
the lien that is for taxes levied on the specific personal property levied upon attached is superior to all other liens and rights. The
portion that is for taxes levied on property other than the specific personal property levied upon or attached is inferior to prior
valid liens and perfected security interests but superior to all subsequent liens and security interests. ‘

Buyers and sellers of property and their representatives frequently ask tax collectors for information on whether an
individual owes taxes or the amount of taxes owed on a given parcel of real property. Sometimes the requests are for an oral
staterent of taxes owed and other times it is for a written statement, called a certificate. The Machinery Act requires the tax
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collector to provide a certificate of the taxes that constitute a lien on specified real property when requested to do so by the
following people:

@) an owner of the property;

(ii) an occupant of the property;

(ii1) a person having a lien on the property;

@iv) a person having a legal interest or estate in the property;

V) a person or a firm having a contract to purchase or lease the property;

(vi) a person or a firm having a contract to make a loan secured by the property; and
(vii) the authorized agent or attorney of anyone in one of the first six categories.

Before furnishing a certificate, the collector should require the requester to identify the person in whose name the
property was listed for each year for which tax information is desired. When a qualified person obtains a certificate of taxes
owed and relies on it by (i) paying the amount of taxes certified as a lien on the property, (ii) purchasing or leasing the property,
or (iii) lending money secured by the property, then a lien will exist against the property in relation to that person only to the
extent that taxes and special assessments are stated to be due in the certificate. An understatement of the tax liability in the
certificate causes the lien to be released in the amount of the understatement. Although the taxing unit retains the ability to
proceed against personal property of the taxpayer for unpaid taxes omitted from the certificate, an erroneous certificate may
surrender the county’s security for payment.

Tax collectors are liable on their bond for any loss that the county suffers as the result of an erroncous certificate.
Unlike a certificate, an oral statement made by the tax collector about the amount of taxes, penalties, interest, and costs due binds
neither the tax collector nor the taxing unit. '

Interest for Late Payment of Taxes. Interest for late payment of taxes is shown on the following table:

If taxes are paid . .. The interest charged is . ..
September 1 through January 5 0
During remainder of January 2%
During February 2.75%
During March 3.5%
Thereafter *3.5%*

*Plus 0.75 percent per month, the additional 0.75 percent being added on the first day of each month

Enforcement against Real Property: Lien Advertisement and Foreclosure. The Machinery Act supplies the tax
collector with specific legal means for enforcing collection against the taxpayer’s real property: advertisement of the lien
followed by foreclosure.

Report of Delinquent Taxes Constituting Liens on Realty. In February of each year, the tax collector is
required to report to the governing body of the taxing unit “the total amount of unpaid taxes for the current fiscal year
that are liens on real property.” When it receives this report, the governing body must order that the liens be advertised.

Time and Place of Lien Advertisement. The governing body may choose any date from March 1 through
June 30 on which to advertise the liens. The liens must be advertised at least once by posting a notice at the county
courthouse, in the case of unpaid county taxes, or the city hall, for delinquent city taxes, and by publishing a notice in a
newspaper of general circulation. If the tax collector collects takes for a city, the taxes of the county and city must be
advertised separately unless the county and city have agreed to joint advertisement.

Foreclosure. Foreclosure of real property is the collection remedy of last resort because it is complex ‘and
expensive and requires the public sale of private property. Foreclosure on tax liens usually occurs no earlier than three
months after February 1 when the taxes are declared unpaid. If the tax collector is unable to collect delinquent taxes
that are a lien on real property through attachment or levy, foreclosure is the only option. In such a case, the governing
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body must decide which of the two available foreclosure methods it will employ. One foreclosure method is
characterized as being “in the nature of an action to foreclose a mortgage,” and the other is described as an action
in rem. The first method is a civil lawsuit that requires the services of an attorney. The second is a summary procedure
that in most instances can be handled by the tax collector, or a paralegal, with occasional advice from an attorney. Both
methods require a title examination to determine the persons who are entitled fo receive notice of the foreclosure
action. The inrem procedure can usually be concluded more expeditiously and less expensively than the
mortgage-style foreclosure. Some counties use one method exclusively, other counties sometimes use the
mortgage-style foreclosure and sometimes use the in rem method, depending on circumstances relating to the property
being foreclosed. Although the County has used both methods in the past, depending on circumstances, it has
covenanted in the Indenture to use the in rem method in foreclosing on any real property subject to the Minimum
Assessment Agreement, to the extent permitted by law. If the County is not able to use the expedited method, then the
alternative mortgage-style foreclosure method includes an upset bid procedure wherein a new buyer for the property
subject to foreclosure may, within 13 days after the sale, post a new bid amount more than 5% higher than the sale
price. This procedure is repeated for successive 13 day periods until there are no qualifying upset bids posted.

Enforcement Against Personal Property: Levy and Attachment and Garnishment. The Machinery Act supplies the
tax collector with specific legal means for enforcing collection against the taxpayer’s personal property: levy or attachment and
garnishment. The remedies for use in subjecting personal property to the satisfaction of tax claims are based on actual seizure of
the property. What happens after the seizure differs according to the remedy being used, but the fundamental element in the
remedies remains seizure. If the personal property to be seized is tangible, the appropriate remedy is levy, followed by public
sale of the property seized. If the personal property to be seized is intangible, that is, incapable of manual seizure or delivery, the
remedy is attachment and garmishment.

Time Limitations on Use of Levy and Attachment and Garnishment. - As a general rule, levy and attachment
and garnishment may not be used until the tax has become delinquent, that is, not until after January 5 following the
September 1 due date. The right to use these remedies continues until the expiration of the ten-year statute of
limitations or, in the case of taxes that are a lien against real property, until foreclosure is initiated, whichever occurs
first.

Procedure for Levy. As already indicated, levy is a procedure under which tangible personal property of the
taxpayer is seized, advertised, and sold to the highest bidder for cash to pay a tax claim held by the taxing unit. Tax
collectors and deputy tax collectors are authorized to make the levy and conduct the sale. Alternatively, the governing
body of a taxing unit may authorize the tax collector to direct an execution against personal property for taxes to the
sheriff or city police. Even if the tax collector elects to levy upon property without directing the execution to law
enforcement, he or she may still call upon a law enforcement officer to accompany him or her in carrying out the levy.

Procedure for Attachment and Garnishment. Attachment and garnishment involves a third person in the
collection process, that is, a person other than the taxpayer and the tax collector. The third person is brought in because
the item of intangible personal property to be attached is something that the third person owes or holds for the taxpayer.
Debts owed to a taxpayer, though intangible, are nonetheless the property of the taxpayer, and may be attached by the
tax collector to satisfy the unit’s claim for taxes. Like levy, attachment and gamishment is designed to operate outside
the courts. -

The collector attaches intangible property by serving notice on the taxpayer and the person or institution that
holds the intangible item to be seized. Usually the collector need take no further action: the garnishee will remit to the
collector the amount demanded. If wages are attached, the employer must remit no more than ten percent (10%) per
pay period to the tax collector.

Reduction, Release, and Refund of Property Taxes. The tax collector has no authority-to reduce, release, or refund
taxes, including accrued interest, penalties, and costs. To the extent there is any authority to release taxes, it rests with the
governing body. Property taxes are the largest source of revenue for counties and are second only to utility revenue for cities.
Governing bodies are given only limited authority to release or refund property taxes and are strictly prohibited from
compromising taxes for any other reason not expressly authorized. The Machinery Act provides that any member of a governing
body who votes for the unlawful release, refund, or compromise of taxes. may be held personally liable for the amount of the
taxes forgiven. The goveming body of a taxing unit may release or refund a tax that was (i) imposed through a clerical error, (ii)
illegal, or (iii) levied for an illegal purpose.

TAXATION ON IMPROVEMENTS ON BROWNFIELDS

Qualifying Improvements on Brownfields properties (defined below) are designated a special class of property under
the State Constitution. An owner of such land is entitled to a partial exclusion from taxation for the first five taxable years
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beginning after completion of Qualifying Improvements, or the date of the execution of a Brownfields Agreement (defined
below). After property has qualified for the exclusion, the county assessor in which the property is located will annually appraise
the improvements made to the property during the period of time that the owner is entitled to the exclusion. “Qualifying
Improvements” means improvements made to real property that is subject to a Brownfields Agreement entered into by the owner
of the property and the State Department of Environment and Natural Resources and the owner pursuant to Chapter 130A, Article
9, Section 310.32 of the N.C.G.S. The following table establishes the percentage of the appraised value of the Qualified
Improvements that is excluded based on the taxable year:

Year Excluded Percent of
" Appraised Value
Year 1 90%
Year2 75%
Year 3 50%
Year 4 30%
Year 5 10%

In Section 38 of the Brownfields Agreement, the Developer, for itself and any successor owners of the property, has waived the
benefit of this tax exclusion to the extent it conflicts with the Minimum Assessment Agreement.

OPERATION AND PERFORMANCE OF COUNTY’S TAX ASSESSMENT AND COLLECTION APPARATUS
The following table presents tax collections data within the County for the 2003 — 2007 tax years:

Tax Collections

Fiscal Year Ended Prior Years’ Levies Current Year’s Levy Percentage of Percentage of Year
June 30 Collected Collected Current Year’s Levy Collected Through
Collected 5/1/08
2003 $1,754,682 $ 99,163,590 98.25% 99.81%
2004 1,398,141 102,078,955 98.69 99.79
2005 1,210,631 105,418,000 98.89 ' 99.74
2006 998,570 111,707,336 98.90 99.71
2007 983,326 137,831,736 99.15 99.72

Source: County Tax Collector.

Satisfactory determination and assessment by the County Assessor and the County Tax Department of the taxable value
of real and personal property within the District is an important factor in determining the investment quality of the 2008 Bonds.
Failure of the County Tax Department to include the value of new construction on a timely and accurate basis in the scroll for the
District may result in Incremental Revenues that are lower than forecasted and adversely impact Pledged Revenues and the
ultimate security for the 2008 Bonds.

RISK FACTORS

Investment in the 2008 Bonds involves risk. Any purchaser of the 2008 Bonds should give careful consideration to the
Matters referred to in the following summary as well as to other information set forth elsewhere in this Limited Offering
Memorandum. This discussion of investment considerations is not intended to be exhaustive. See “SOURCES OF PAYMENT
AND SECURITY FOR THE 2008 BONDS” herein.

LIMITED OBLIGATIONS

The 2008 Bonds, together with the interest thereon, are limited obligations of the County, payable solely from Pledged
Revenues and the amounts on deposit in, and pledged to, certain funds and accounts as provided for in the Indenture. No Owner
of any 2008 Bond will have the right to compel the exercise of any taxing power of the County or the Town for payment of
principal thereof or interest thereon. The 2008 Bonds do not constitute an indebtedness of the County or the Town within the
meaning of any statutory or constitutional provision.
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LIMITED REMEDIES

No Owner or Owners of the 2008 Bonds ever shall have the right to compel any exercise of the taxing power of the
County or the Town, respectively, to pay the 2008 Bonds or the interest thereon, nor to enforce payment of the 2008 Bonds
against any property of the County or the Town, nor shall the 2008 Bonds constitute a charge, lien, or encumbrance, legal or
equitable, upon any property of the County or the Town, except for the Pledged Revenues. Neither the County or the Town has
any obligation to levy taxes to make payments with respect to the 2008 Bonds.

CONSTRUCTION RISK

Undeveloped or partially developed land is inherently less valuable than developed land and provides less security for
the 2008 Bonds should it be necessary for the County to foreclose on the property due to the nonpayment of taxes. The failure to
complete the Project as planned, or substantial delays in the completion of the Project, may reduce the value of the property
within the District and increase the length of time during which taxes will be payable from undeveloped property, and may affect
the willingness and ability of the owners of property within the District to pay the ad valorem property taxes when due. Sources
of funds have not yet been secured for the construction of components of the Project other than portions of the first phase thereof.
Given this fact, no assurance can be given that the Project will be partially or fully completed.

Except with regard to the Minimum Assessment Agreement, the availability of Incremental Revenues is dependent
upon completion of construction of the Project. Construction of any facility is subject to the risks of cost overruns and delays due
to a variety of factors including, among other things, site difficulties, necessary design changes on final detailing, labor strife,
delays in and shortages of materials, weather conditions, fire and casualty. Any delay in completion of the Project could
materially adversely affect the receipt of tax increment revenues from the Project. The corporation managing the construction is
a related entity to the Developer. :

ENVIRONMENTAL RISK

There are numerous environmental risks that can arise in connection with real estate investments, including, without
limitation: (i) areas of on-site and off-site environmental contamination; (ii) past, present, or future violations of’ environmental
laws; (iii) adequacy of waste handling procedures; and (iv) potential environmental restrictions on future uses of property. The
Project, like other types of commercial real estate, may be subject to such environmental risks which can result in a decrease in
the market value.

AD VALOREM TAXES ARE NOT PERSONAL OBLIGATIONS

An owner of a taxable parcel is not personally obligated to pay the taxes. Rather, the ad valorem property tax is an
obligation which is secured only by a lien against the taxable parcel. If the value of a taxable parcel is not sufficient, taking into
account other liens imposed by public agencies, to secure fully the ad valorem property tax, the County has no recourse against
the owner. See “AD VALOREM TAXATION, COLLECTION AND ENFORCEMENT” herein.

UNCERTAINTY OF INCREMENTAL REVENUES

The availability of the Incremental Revenues is contingent in part on the economic success of the District that results in
(i) increases in ad valorem real property tax revenues collected from District property for value over the Base Valuation, and (ii)
a steady or increased flow of real property taxes, personal property taxes and sale taxes collected from the commercial
establishments located within the District, neither of which can be assumed to occur. Furthermore, the County is not legally
required to levy or appropriate the Incremental Revenues in any calendar year. Consequently, there can be no assurance that
Incremental Revenues will be available during any calendar year to pay debt service on the 2008 Bonds.

RELJANCE ON PROJECTIONS

The Incremental Revenues which will be available to pay the 2008 Bonds on a year-to-year basis cannot be known at
this time. The revenue projections shown in this Limited Offering Memorandum are projections of the amounts that will be
available based on the assumptions set out herein. See “REVENUE PROJECTIONS” herein and Appendix C, “REVENUE
PROJECTIONS REPORT” attached hereto. The revenue projections constitute “forward-looking” statements within the
meaning of Section 21E of the Securities Exchange Act of 1934, as amended, and as such may involve known and unknown
risks, uncertainties and other factors which may cause the actual results, performance and achievement to be different from the
future results, performance or achievements expressed or implied by such forward-looking statements. Investors in the 2008
Bonds are cautioned that the actual Incremental Revenues derived from the District could differ materially from those set forth in
the forward-looking statements.
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CONCENTRATION OF OWNERSHIP; DEPENDENCE ON DEVELOPER

Other than dpproximatcly 46.9 acres in the District, all other land within the District is owned by the Developer or
controlled under a lease. This lack of diversity of current ownership interests represents a significant risk to owners of the
2008 Bonds. Market conditions such as competition with other competitive developments or adverse changes in general
economic conditions may limit the Developer’s ability to pass some or all of the burden of property taxes to ‘subsequent property
owners. No assurance can be made that the construction and development of the Project will be completed. As a result, no
assurance can be given that the Developer will continue to pay, or be able to pay, property taxes due in full or on a timely basis.
Failure of the Developer and/or subsequent property owners to pay taxes when due could result in the rapid, total depletion of the
Debt Service Reserve Fund and a default in the payment of the principal of, and interest on, the 2008 Bonds.

If the Developer goes bankrupt or is otherwise unable to make payments under the Minimum Assessment Agreement
or for its regular taxes, the only amounts available for payments on the Bonds after depletion of the Debt Service Revenue Fund
will be taxes levied on property in the District. The assessed value of such property would have to be at approximately
$203,000,000.00 in order for taxes levied at the same rate as now applicable (0.53%) to produce Incremental Revenues
approximately equal to maximum annual net debt service on the Bonds.

MARKET AND COMPETITION

In general, the regional residential market and the retail, commercial and office markets are highly competitive and are
affected by competitive changes in geographic area, changes in the public’s spending habits, location and attractiveness of
facilities, proximity to certain types of businesses and supporting services. The ability of the Project to compete in this
competitive market is dependent upon the foregoing and a variety of other factors about which no assurance can be given.

NO ACCELERATION PROVISION

The Indenture contains no provision for the acceleration of the 2008 Bonds in the event of a payment default under the
terms of the 2008 Bonds or the Indenture. The ultimate source of recovery in the event of a default of payment of taxes by the
Developer under the Minimum Assessment Agreement or by any other taxpayer within the District is the enforced collection
procedures prescribed under “AD VALOREM TAXATION, COLLECTION AND ENFORCEMENT—ENFORCEMENT.”

Lo0ss OF VALUE DUE TO DAMAGE OR DESTRUCTION

Future collections of ad valorem taxes could be adversely affected by a number of economic factors not within the
County’s control, resulting in reductions in Incremental Revenues available to pay debt service on the 2008 Bonds. Substantial
damage to, or destruction of, portions of the Project that have been or will be constructed in the District could cause a material
decline in assessed valuation and could impair the ability of the taxpayers in the District to pay their respective portions of real
estate taxes. There can be no assurance that the improvements in the District are or will be insured under fire and extended
coverage insurance policies, and, even if such insurance exists, the proceeds thereof will not be assigned as security for the
payment of real estate taxes or the 2008 Bonds. In addition, any insurance proceeds may not be sufficient to repair or rebuild the
improvements. The restoration of the improvements may be delayed by other factors. The terms of then-applicable financing
could require the application of insurance proceeds to the reduction of financed balances. Any of the foregoing circumstances
could result in the assessed valuation of property in the District remaining depressed for an unknown period of time and decrease
the amount of Incremental Revenues available to pay debt service on the 2008 Bonds.
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VALUE

Prospective purchasers of the 2008 Bonds should not assume that the developable portion of the land within the District
could be sold for the Base Valuation. Furthermore, prospective purchasers should not assume that the value of the land within
the District will not decrease below the Base Valuation. The Revenue Projections Report also assumes the construction of the
Project to be completed by the Developer, in addition to the Private Project to be constructed by.the Developer at its own cost.

ADDITIONAL BONDS; SHARING OF SECURITY

The County may issue Additional Bonds if it meets certain conditions described in the Indenture. See Appendix A,
“DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—ADDITIONAL BoNDs.”  The
County Commissioners have authorized up'to $25 million in bond proceeds for the Public Project, which amount includes the
proceeds of the Bonds offered hereby. The timing of the issuance of the Additional Bonds is not currently known. If Additional
Bonds are issued, the holders thereof will have a parity interest in the funds on deposit in the Incremental Revenue Fund and the
other funds and accounts created under the Indenture which may dilute the security of the holders of the 2008 Bonds. There can
be no assurance that the Developer will be able to pay, or arrange io pay, for the costs of conmstruction of such other
improvements, nor can there be any assurance that the County will be able to arrange for the issuance of Additional Bonds
therefor. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2008 BONDS—ADDITIONAL BONDS™ herein.

Loss oF TAX EXEMPTION

As discussed in “TAX EXEMPTION” herein, the interest on the 2008 Bonds could become includable in gross
income for federal income tax purposes retroactively to the date of issuance of the 2008 Bonds as a result of a failure of the
County to comply with certain provisions of the Code. Should such event of taxability occur, the 2008 Bonds are not subject to
early redemption and will remain Outstanding bearing interest at their existing interest rates to maturity or until redecmed under
the optional redemption or mandatory redemption provisions of the Indenture, which may adversely affect the value and
marketability of the 2008 Bonds.

CHANGES IN LAW

Legislative changes to the method of imposing and collecting taxes can have a significant impact on Incremental
Revenues. From time to time, there are legislative proposals in the Congress of the United States that, if enacted, could alter or
amend the federal tax matters referred to above or adversely affect the market value of the 2008 Bonds. It cannot be predicted
whether or.in what form any such proposal might be enacted or whether if enacted it would apply to bonds issued prior to
enactment. Purchasers of the 2008 Bonds should consult their tax advisors regarding any pending or proposed tax legislation.
The opinions expressed by Bond Counsel are based upon existing legislation as of the date of issuance and delivery of the 2008
Bonds and Bond Counsel have expressed no opinion as of any date subsequent thereto or with respect to any pending legislation.

The State Legislature bas the power and authority to further modify property classification tax rates, as well as the
general formula for calculating tax increment revenues, at any time in the future, including during the period while the 2008
Bonds remain Outstanding. Such alterations could directly affect the Incremental Revenues available to pay debt service on the
2008 Bonds.
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FAILURE TO MAINTAIN LEVELS OF ASSESSED VALUATION

There can be no assurance that the assessed value of the Project will equal or exceed the projected assessed value. See
“AD VALOREM TAXATION, COLLECTION AND ENFORCEMENT” herein. Even if the assessed value is initially
determined as forecasted in Appendix C, “REVENUE PROJECTIONS REPORT” attached hereto, there can be no assurance
that such assessed value will be maintained throughout the terms of the 2008 Bonds. If at any time during the term of the 2008
Bonds the actual assessed value is less than projected, and the taxing jurisdictions do not increase the applicable tax rates, the

amount available to pay debt service may be less that projected and may not be sufficient to pay the 2008 Bonds, subject only to
the Minimum Assessment Agreement,

Even if the determination of the assessed value of the Project equals or exceeds the projected assessed value, the
Developer or other owners of property in the District have the right to appeal such determination. See “AD VALOREM
TAXATION, COLLECTION AND ENFORCEMENT” herein. Any failure to pay ad valorem taxes during such appeal, or
any successful appeal, may result in insufficient amounts available to pay debt service on the 2008 Bonds.

SALE OF RESIDENTIAL PROPERTIES

None of the proposed residential units in the Private Project have been pre-sold although some units have been
reserved. The Developer has chosen not to offer the residential units for sale until after the commencement of construction of the
Project. Once offered for sale, there can be no guaranty that the residential units can be sold at the expected prices. Any
reduction in selling price could affect the value of the Project thereby reducing Incremental Revenues.

TAX DELINQUENCIES

In order to pay debt service on the 2008 Bonds, it is necessary that ad valorem taxes from the District be paid in a
timely manner. Delinquencies by the Developer, or other owners of property in the District, in payment of ad valorem taxes may
result in insufficient monies to pay the 2008 Bonds when due. Further, the unwillingness or inability of the Developer or other
owners of property in the District to pay ad valorem tax bills, including the Incremental Revenues as evidenced by property tax
delinquencies may also indicate an unwillingness or inability to make such tax payments in the future.

In the event that any tax sale of property in the District is necessary, and if the Incremental Revenue Fund is depleted,
there could be a delay or reduction in payments to holders of the 2008 Bonds pending such tax sales and receipt by County of the
proceeds of such sale. See “AD VALOREM TAXATION, COLLECTION AND ENFORCEMENT — ENFORCEMENT”
herein for a description of the procedures required in order to conduct a tax sale.

NO MORTGAGE

Payment of the 2008 Bonds is not secured by any deed to secure debt, mortgage or other lien on any real property
connected to any portion of the Project or any other property in the District. Thete is a lien for unpaid taxes on any unpaid

minimum assessment amount but this is only to the extent of the taxes. However, this lien can be foreclosed each year the taxes
are unpaid.

RESERVE AMOUNT

There is no assurance the debt service reserve for the 2008 Bonds will be sufficient if there is a deficiency in payment
of debt service.

[Remainder of page intentionally left blank.]

33




-
oy

BANKRUPTCY RISKS

The various legal opinions to be delivered concurrently with the delivery of the 2008 Bonds (including Bond Counsel’s
approving legal opinion), will be qualified by moratorium, bankruptcy, reorganization, insolvency, fraudulent conveyance and
other similar laws affecting the rights of creditors. Although a bankruptcy proceeding would not cause the right to collect ad
valorem taxes to be extinguished, the amount and priority of any tax lien could be modified if the value of the property falls
below the value of the lien. If the value of the property is less than the lien, such excess amount could be treated as an unsecured
claim by the bankruptcy court. In addition, bankruptcy of a property owner could result in a delay in completing a tax sale of the
property. Such delay would increase the likelihood of a delay or default in payment of the 2008 Bonds and the possibility of
delinquent tax installments not being paid in full.

If a municipality or political subdivision, such as the County, generally is not paying, or is unable to pay, its debts as
they become due, and is authorized by state law to file for bankruptcy under the United States Bankruptcy Code (the “Bankruptcy
Code”), it may file a petition under Chapter 9 commencing a proceeding under the Bankruptcy Code. The purpose of such a
proceeding is to provide for a plan for adjustment of the municipality’s debts that is binding on all creditors of the municipality.
A bankruptcy plan must be proposed and approved by the municipality and confirmed by the bankruptcy court. It cannot bind
the creditors unless approved by two-thirds of the allowed amount of each class and more than one-half of the number of
creditors or unless the court determines that the plan does not discriminate unfairly and is fair and equitable with respect to each
of the non-consenting claims impaired. A municipality may not be involuntarily forced into a Chapter 9 bankruptcy proceeding.

No person may institute a Chapter 9 proceeding against the County or otherwise put the County into bankruptcy under
the Bankruptcy Code, and it is unsettled as to whether State Law generally authorizes the County to file for a Chapter 9
proceeding. If the County should ever institute a Chapter 9 proceeding, under current law, holders of the 2008 Bonds will
continue to hold a post-petition first lien security interest in the Incremental Revenues.

TAX LIEN FORECLOSURE

The 2008 Bonds are not secured by a mortgage lien or other real estate security interest in any property in the District.
The 2008 Bonds are payable solely from and secured by amounts deposited to the Incremental Revenue Fund. A statutory tax
lien will be imposed on any taxable parcel in the District in favor of the County if real property taxes imposed on such parcel are
not paid when due. In the event that generally applicable property taxes are not paid in full in the amounts and at the times such
property taxes are due and payable, then the County, as the party responsible for the collection of such delinquent taxes, will have
a first lien on the applicable property. However, the time constraints involved in foreclosing on real property to pay tax liens for
unpaid taxes may adversely affect the availability of Pledged Revenues. Such constraints also apply to any attempt to foreclose
on the lien supporting amounts due under the Minimum Assessment Agreement.

LOCAL GOVERNMENT COMMISSION TAX LEVY POWER

In the event the Incremental Revenues are insufficient to pay the debt service on any Series of 2008 Bonds, the LGC
may not increase the tax rates for the taxable property in the District in order to make up for this shortcoming. See “SECURITY
AND SOURCES OF PAYMENT FOR THE 2008 BONDS —~ MINIMUM ASSESSMENT AGREEMENT” herein.

ABSENCE OF RATING

An investment in the 2008 Bonds involves a high degree of risk. Accordingly, the 2008 Bonds have no credit rating.
Typically, unrated bonds lack liquidity in the secondary market in comparison with rated bonds. As a result of the foregoing, the
2008 Bonds are believed to bear interest at higher rates than would prevail for bonds with comparable maturities and redemption
provisions that have investment grade credit ratings. Nevertheless, 2008 Bonds should not be purchased by any investor who,
because of financial condition, is unable to bear a loss on an investment in the 2008 Bonds, or who, because of investment
policies or otherwise, does not desire to assume, or have the ability to bear, the high degree of risk inherent in an investment in
2008 Bonds.

LACK OF SECONDARY MARKET

Neither the Underwriter nor any other securities dealer is obligated to engage in secondary market trading of the 2008
Bonds or to purchase any of the 2008 Bonds at the request of the holders thereof. No assurance can be given that a secondary
market in the 2008 Bonds will be created or, if created, such a market will continue to exist.
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LITIGATION

There is no controversy or litigation of any nature, to which the County is a party, pending or, to the knowledge of the
County, threatened against it to restrain or enjoin the issuance, sale, execution or delivery of the 2008 Bonds, or in any way
contesting or affecting the validity of the 2008 Bonds or any proceedings taken by the County with respect to the issuance or sale
thereof or the County’s power to issue the 2008 Bonds, or in any way contesting or affecting the validity of or application of the
moneys or the security provided for the 2008 Bonds.

In November, 2006, a complaint was filed in the United States District Court for the Eastern District of North Carolina
which challenged the procedure by which the North Carolina Constitution was amended to implement "project development
financing" such as the 2008 Bonds. Bishop et al v. Bartlett et al, Docket No. 5:06-CV-462-FL. The United States District Court
for the Eastern District of North Carolina dismissed the case on August 17, 2007, and the plaintiffs have filed an appeal

therefrom in the United States Court of Appeals for the Fourth Circuit. Notwithstanding the pendency of the case, Bond Counsel
will deliver the opinion in Appendix K hereto.

RATINGS

No rating has been sought, or is expected to be sought in the future, with respect to the 2008 Bonds. A rating may or
may not be obtained upon the issuance of Additional Bonds. Upon the request of owners of a majority of the principal amount of
the 2008 Bonds then outstanding, the County will make reasonable effort to cause an application to be made to one or more

rating agencies for a rating on the 2008 Bonds. The costs of such rating process will be paid from moneys held in the
Incremental Revenue Fund.

LEGAL MATTERS

Certain legal matters relating to the authorization and validity of the 2008 Bonds will be subject to the approving
opinion of Parker Poe Adams & Bernstein LLP, Charlotte, North Carolina and Martin L. Nesbitt, Esq., Asheville, North Carolina,
which will be furnished at the expense of the County upon delivery of the 2008 Bonds, in substantially the form attached hereto
as Appendix K, “CO-BOND COUNSEL OPINION” (the “Bond Opinion””). The Bond Opinion will be limited to matters
relating to the authorization and validity of the 2008 Bonds and to the tax-exempt status of interest thereon as described in “TAX
EXEMPTION” herein, and will make no statement as to the financial resources of the County or the County’s ability to provide
for payment of the 2008 Bonds or as to the accuracy or completeness of this Limited Offering Memorandum or any other
information that may have been relied on by anyone in making the decision to purchase the 2008 Bonds.

Certain legal matters will be passed on for the County by Westall, Gray & Connolly, Asheville, North Carolina, for the
Town by Ferikes & Bleynat, PLLC, Asheville, North Carolina, for the Underwriter by Hunton & Williams LLP and for the
Developer by K&L Gates LLP, Charlotte, North Carolina.

Parker Poe Adams & Bernstein LLP is serving as co-bond counsel for the County with respect to the 2008 Bonds and,
from time to time it and Hunton & Williams LLP, counsel to the Underwriter, have represented the Underwriter as counsel in
other financing transactions. Neither the County nor the Underwriter has conditioned the future employment of either of these

firms in connection with any proposed financing issues for the County or for the Underwriter on the successful issuance of the
2008 Bonds.

TAX EXEMPTION

OPINION OF EACH OF CO-BOND COUNSEL

On the date of the issuance of the 2008 Bonds, Parker Poe Adams & Bernstein LLP, Charlotte, North Carolina, and
Martin L. Nesbit, Esq., Asheville, North Carolina ("Co-Bond Counsel"), will each render an opinion that, under existing law and
assuming compliance by the County with certain provisions of the Internal Revenue Code of 1986, as amended (the "Code"), the
interest on the 2008 Bonds is excludable from gross income for federal income tax purposes and is not an item of tax preference
for purposes of the federal alternative minimum tax imposed on individuals and corporations.

The interest on the 2008 Bonds will be taken into account in determining adjusted current earnings of certain
corporations (as defined for federal income tax purposes) and such corporations are required to include in the calculation of
federal alternative minimum taxable income 75% of the excess of such corporation's adjusted current earnings over its federal

alternative minimum taxable income (determined without regard to this adjustment and prior to reduction for certain net
operating losses).
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The Code imposes various restriction, conditions and requirements relating to the exclusion of interest on obligations,
such as the 2008 Bonds, from gross income for federal income tax purposes, including, but not limited to, the requirement that
the County rebate certain excess earnings on proceeds and amounts treated as proceeds of the 2008 Bonds to the United States
Treasury, restrictions on the investment of such proceeds and other amounts, and restrictions on the ownership and use of the
facilities financed or refinanced with proceeds of the 2008 Bonds. The foregoing is not intended to be an exhaustive listing of the
post-issuance tax compliance requirements of the Code, but is illustrative of the requirements that must be satisfied by the County
subsequent to issuance of the 2008 Bonds to maintain the excludability of the interest on the 2008 Bonds from gross income for
federal income tax purposes. Co-Bond Counsel's opinion is given in reliance on certifications by representatives of the County as
to certain facts material to the opinion and the requirements of the Code. The County has covenanted in Series Indenture, Number
1 to comply with all requirements of the Code that must be satisfied subsequent to the issuance of the 2008 Bonds in order that
the interest on the 2008 Bonds be, or continue to be, excludable from gross income for federal income tax purposes. The opinion
of each of Co-Band Counsel assumes compliance by the County with such covenants, and Co-Bond Counsel have not been
retained to monitor compliance by the County with such covenants subsequent to the date of issnance of the 2008 Bonds. Failure
to comply with certain of such requirements may cause the interest on the 2008 Bonds to be included in gross income for federal
income tax purposes retroactive to the date of the issuance of the 2008 Bonds. No other opinion is expressed by Co-Bond
Counsel regarding the federal tax consequences of the ownership of or the receipt or accrual of interest with respect to the 2008
Bonds.

If the interest on the 2008 Bonds subsequently becomes included in gross income for federal income tax purposes due
to a failure by the County to comply with any requirements described above, Series Indenture, Number 1 does not require the
County to redeem the 2008 Bonds or to pay any additional interest or penalty.

The Internal Revenue Service has established an ongoing program to audit tax-exempt obligations to determine
whether interest on such obligations is includible in gross income for federal income tax purposes. Co-Bond Counsel cannot
predict whether the Internal Revenue Service will commence an audit of the 2008 Bonds. Prospective purchasers and owners of
the 2008 Bonds are advised that, if the Internal Revenue Service does audit the 2008 Bonds, under current Internal Revenue
Service procedures, at least during the early stages of an audit, the Internal Revenue Service will treat the County as the taxpayer,
and the owners of the 2008 Bonds may have limited rights, if any, to participate in such audit. The commencement of an audit
could adversely affect the market value and liquidity of the 2008 Bonds until the audit is concluded, regardless of the ultimate
outcome.

Prospective purchasers of the 2008 Bonds should be aware that ownership of the 2008 Bonds and the accrual or receipt
of interest with respect to the 2008 Bonds may result in collateral federal income tax consequences to certain taxpayers,
including, without limitation, financial institutions, property or casualty insurance companies, individual recipients of Social
Security or Railroad Retirement benefits, certain Subchapter S Corporations with "excess net passive income," foreign
corporations subject to the branch profits tax, life insurance companies and taxpayers who may be deemed to have incurred or
continued indebtedness to purchase or carry the 2008 Bonds. Co-Bond Counsel do not express any opinion as to any such
collateral tax consequences. Prospective purchasers of the 2008 Bonds should consult their own tax advisors as to the collateral
tax consequences.

Proposed legislation is considered from time to time by the United States Congress that, if enacted, would affect the tax
consequences of owning the 2008 Bonds. No assurance can be given that any future legislation, or clarifications or amendments
to the Code, if enacted into law, will not contain provisions which could cause the interest on the 2008 Bonds to be subject
directly or indirectly to federal or State of North Carolina income taxation, adversely affect the market price or marketability of
the 2008 Bonds or otherwise prevent the owners of the 2008 Bonds from realizing the full current benefit of the status of the
interest on the 2008 Bonds.

Each of Co-Bond Counsel is further of the opinion that, under existing law, the interest on the 2008 Bonds is exempt
from State of North Carolina income taxation.

Co-Bond Counsel's opinions are based on existing law, which is subject to change. Such opinions are further based on
factual representations made to Co-Bond Counsel as of the date thereof. Each of Co-Bond Counsel assume no duty to update or
supplement its opinion to reflect any facts or circumstances that may thereafter come to Co-Bond Counsel's attention or to reflect
any changes in law that may thereafter occur or become effective. Moreover, Co-Bond Counsels' opinions are not a guarantee of
a particular result and are not binding on the Internal Revenue Service or the courts; rather, such opinions represent each of Co-
Bond Counsel's professional judgment based on its review of existing law, and in reliance on the representations and covenants
that each of Co-Bond Counsel deems relevant to such opinions. Co-Bond Counsels' opinions express the professional judgment
of the attorneys rendering the opinion regarding the legal issues expressly addressed therein. By rendering its opinion, each of
Co-Bond Counsel does not become an insurer or guarantor of the result indicated by that expression of professional judgment, of
the transaction on which the opinions are rendered, or of the future performance of the County, nor does the rendering of such
opinion guarantee the outcome of any legal dispute that may arise out of the transaction.
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ORIGINAL ISSUE DISCOUNT

The respective initial public offering prices of all of the 2008 Bonds (collectively, the “Discount Bonds™), are less than
the amounts payable at maturity. An amount not less than the difference between the initial public offering prices of the Discount
Bonds and the amounts payable at maturity constitutes original issue discount. Under existing federal income tax law and
regulations, the original issue discount on a Discount Bond is interest not includable in the gross income of an owner who
purchases such Discount Bonds in the original offering at the initial public offering price thereof and holds it to maturity, and
such owner will not realize taxable gain upon payment of siich Discount Bond at maturity. Owners who purchase Discount
Bonds at a price other than the initial offering price or who do not purchase Discount Bonds in the initial public offering should
consult their tax advisors with respect to the consequences of the ownership of such Discount Bonds.

An owner who purchases a Discount Bond in the initial offering at the initial offering price and holds such Discount
Bond to maturity is deemed under existing federal income tax laws and regulations to accrue excluded income with respect to the
original issue discount on the “constant interest rate” method prescribed in Section 1288 of the Code from the date of the original
issue. Thus, an owner of such Discount Bond who purchases it in the original offering at the initial offering price and who later
disposes of such Discount Bond prior to maturity will be deemed to have accrued excluded income computed in accordance with
the method described above. If the amount the owner realizes on disposition of such Discount Bond does not exceed the initial
public offering price plus the amount of original issue discount accrued to the date of disposition, the owner will not realize

taxable gain on such disposition. If the disposition price is in excess of this amount, the owner will realize taxable gain only to
the extent of such excess.

The amount of original issue discount that accrues on any Discount Bond may be included in certain other
computations for purposes of computing the alternative minimum tax imposed by the Code. Consequently, owners of Discount
Bonds should be aware that the accrual of original discount in each year may result in alternative minimum tax liability although
such owners have not received any cash attributable to original issue discount in such year.

PROSPECTIVE PURCHASERS OF DISCOUNT BONDS SHOULD CONSULT THEIR OWN TAX ADVISORS WITH RESPECT TO THE
DETERMINATION, FOR FEDERAL INCOME TAX PURPOSES, OF ACCRUED ORIGINAL ISSUE DISCOUNT AND THE STATE AND LOCAL TAX
CONSEQUENCES OF OWNING OR DISPOSING OF DISCOUNT BONDS.

LEGALITY FOR INVESTMENT

Sections 159-140 and 159B-21 of the N.C.G.S., as amended, provide in effect that the 2008 Bonds are securities in
which all public officers and public bodies of the State and its political subdivisions and agencies and all insurance companies,
trust companies, banking associations, investment companies, banks, savings banks, building and loan associations, savings and
loan associations, credit unions, pension or retirement funds, other financial institutions engaged in business in the State,
executors, administrators, trustees and other fiduciaries may properly and legally invest funds, including capital in their control or
belonging to them. Such sections also provide in effect that the 2008 Bonds are securities which may properly and legally be
deposited with and received by any State or municipal officer or any agency or political subdivision of the State for any purpose
for which the deposit of notes, notes or obligations of the State is now or may hereafter be authorized by law. No representation
is made as to the eligibility of 2008 Bonds for investments or any other purpose under any law of any other state.
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CONTINUING DISCLOSURE

The 2008 Bonds are being issued initially in authorized denominations of $100,000 and integral muitiples of $5,000 in
excess thereof and are being offered to fewer than thirty-five accredited investors. Accordingly, the 2008 Bonds are exempt from
the continuing disclosure requirements of the Rule adopted by the SEC under the Securities Exchange Act of 1934, as amended.
Notwithstanding the exemption from the Rule, the County, the Developer and the Trustee, as disclosure dissemination agent,
have agreed to provide certain information relating to the construction of the Project, the progress of the Project and the
collection of Incremental Revenues (the “Information”). The specific nature of the information to be contained in the
Information and the notices of material events is described in Appendix J, “FORM OF CONTINUING DISCLOSURE
AGREEMENT” attached hereto.  Additionally, if the 2008 Bonds receive an investment grade rating from a
nationally-recognized rating agency, the Rule may apply to the 2008 Bonds and the County and the Developer have agreed to
enter into an undertaking to provide continuing disclosure as required by the Rule.

UNDERWRITING

Wachovia Securities (the “Underwriter”) has entered into a Bond Purchase Agreement with the County to purchase the
2008 Bonds. The Underwriter will purchase the 2008 Bonds at an aggregate purchase price of $12,546,991.40 (reflecting the par
amount of the 2008 Bonds less original issue discount of $160,449.20 and an underwriting discount of $252,559.40 (1.95% of the
par amount)). The obligation of the Underwriter to pay for the 2008 Bonds is subject to certain terms and conditions set forth in
the Bond Purchase Agreement, including the delivery of specified opinions of counsel and of a certificate of the County and the
Developer that there has been no material adverse change in their respective condition (financial or otherwise) from that set forth
in this Limited Offering Memorandum.

Wachovia Securities is the trade name under which Wachovia Corporation conducts its investment banking, capital
markets and institutional securities business through Wachovia Capital Markets, LLC, member NYSE, NASD, SIPC and though
other bank, non-bank and broker-dealer subsidiaries of Wachovia Corporation, including Wachovia Bank, National Association.

The Underwriter may offer and sell the 2008 Bonds to certain dealers (including dealet banks and dealers depositing
the 2008 Bonds into investment trusts) and others at a price different from the public offering price stated on the cover page of
this Limited Offering Memorandum. Such initial public offering price may be changed from time to time by the Underwriter.

MISCELLANEOUS

The references, excerpts and summaries of all documents referred to herein do not purport to be complete statements of
the provisions of such documents and reference is directed to all such documents for full and complete statements of all matters
of fact relating to the 2008 Bonds, the security for and the source for repayment for the 2008 Bonds and the rights and obligations
of the holders of the 2008 Bonds.

Use of the words “shall” or “will” in this Limited Offering Memorandum or in summaries of documents to describe
future events or continuing obligations is not intended as a representation that such event or obligation will occur but only that
the document contemplates or requires such event to occur or obligation to be fulfilled.

The information contained in this Limited Offering Memorandum has been compiled from official and other sources
deemed by the Underwriter, the County, the Town and the Developer to be reliable and, while not guaranteed as to completeness
or accuracy, is believed by the Underwriter, the County, the Town and the Developer to be correct as of its date.

The County has duly authorized the distribution of this Limited Offering Memorandum.

COUNTY OF BUNCO?BE, NORTH CAROLINA

By: /s/ Donna B. Clark, inance Director
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APPENDIX A
DEFINITIONS AND SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

In addition to summaries of the provisions of the General Indenture and Series Indenture, Number 1 contained under
the captions “THE 2008 BONDS,” “SECURITY AND SOURCES OF PAYMENT?” and clsewhere in this Limited Offering
Memorandum, the following is a brief summary of certain provisions of the General Indenture and the Series Indenture, Number
1 applicable to the 2008 Bonds. This summary is not intended to be definitive and is qualified in its entirety by express reference
to the General Indenture and Series Indenture, Number 1 for the complete terms thereof,

DEFINITIONS OF CERTAIN TERMS
“Account” or “Fund” means one of the special funds or accounts created and established under the General Indenture.

“Accounting Principles” mean generally accepted accounting principles and practices applicable to governmental
entities.

“dccreted Value” means (1) on a Compounding Date with respect to any Capital Appreciation Bond, an amount equal
to the principal amount of such Capital Appreciation Bond at the date of delivery to the original purchasers thereof plus the
interest accrued on such Capital Appreciation Bond from such date to that Compounding Date as shown in the Series Indenture
under which it is issued, or (2) as of any date of computation with respect to any Capital Appreciation Bond, an amount equal to
the principal amount of such Capital Appreciation Bond at the date of delivery to the original purchasers thereof plus the interest
accrued on such Capital Appreciation Bond from such date to the date of computation, calculated based on the assumption that
Accreted Value as shown in the Series Indenture under which it is issued accrues during any period in equal daily amounts on the
basis of a year of 360 days consisting of twelve months of thirty days each.

“Authenticating Agent” means with respect to any given Series of Bonds, the Registrar or any other entity appointed in
the related Series Indenture to act as an authenticating agent for such Series of Bonds or a portion thereof.

“Authorized Denomination” means $100,000 or any integral multiple of $5,000 in excess thereof, until the 2008 Bonds
carry an Investment Grade Rating at which time the amount may be reduced to $5,000 or any integral multiple thereof.

“Bond” means one of the obligations delivered pursuant to the General Indenture, including all Series of Bonds issued
pursuant to a Series Indenture.

“Bond Act” means the North Carolina Project Development Financing Act, Article 6 of Chapter 159 of the General
Statutes, and as the same may hereafter be amended.

“Bond Counsel” means an attorney or firm of attorneys of nationally recognized standing in the field of law relating to
municipal, state and public agency financing, selected by the County and not unacceptable to the Trustee.

“Bond Fund” means the Fund so designated and established by the General Indenture.

“Business Day” means any day other than (a) a day on which banking institutions in New York, New York, or in the
State or in the cities in which the Trustee or the Paying Agent have their respective principal offices are authorized to close or
(b) a day on which the New York Stock Exchange is closed.

“Capital Appreciation Bonds” means any Bonds, however denominated in the related Series Indenture, as to which
Interest is compounded periodically on each Compounding Date and which are payable in an amount equal to the then-current
Accreted Value only at maturity, earlier redemption or other payment date therefor.

“Certificate” means (1) a signed document either attesting to or acknowledging the circumstances, representations or
other matters therein stated or set forth or setting forth matters to be determined pursuant to the General Indenture or (2) the
report of an accountant as to audit or other procedures called for by the General Indenture.

) “Code” means the Internal Revenue Code of 1986, as amended. Each reference to a section of the Code is deemed to
include the United States Treasury Regulations in effect with respect thereto.
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“Compounding Date” means, with respect to any Capital Appreciation Bond, the dates set forth in the Series Indenture
under which it is issued.

“Costs of Issuance” means all items of expense, directly or indirectly payable by or reimbursable to the County, related
to the authorization, sale and issuance of Bonds. :

“County” means the County of Buncombe, North Carolina.

“County Representative” means thc County Manager or the Finance Officer of the County and, in the case of any act to
be performed or duty to be discharged, any other member, officer or employee of the County then authorized to perform such act
or discharge such duty.

“Derivative Agreement” means an interest rate swap, cap, collar, floor, forward, option, put, call or other agreement
however denominated, relating to the Bonds.

“Developer” means Reynolds Mountain Partners, LLC, a North Carolina limited liability company, and its successors
and assigns.

“Development Agreement” means the Development, Acquisition and Financing Agreement dated as of August 1, 2008
among the Town, the County and the Developer.

“Development District Act” means Section 158-7.3 of the General Statutes of North Carolina.
“Development Financing District” meaps that area of the Town described in the Development Financing Plan.

“Development Financing Plan” means the Development Financing Plan for the Woodfin Downtown Corridor
Development Financing District defined by the Town under the Plan Resolution.

“Event of Default” means any of the events specified as such in the General Indenture and a Series Indenture.

“Federal Securities” means (a) direct obligations of the United States of America for the payment of which the full
faith and credit of the United States of America is pledged; (b) obligations issued by any agency controlled or supervised by and
acting as an instrumentality of the United States of America, the payment of the principal of and interest on which is fully
guaranteed as full faith and credit obligations of the United States of America (including any securities described in (a) or (b)
issued or held in the name of the Trustee in book entry form on the books of the Department of Treasury of the United States of
America), which obligations, in either case, are held in the name of the Trustee and are not subject to redemption or purchase
prior to maturity at the option of anyone other than the Owner; (c) any bonds or other obligations of the State or of any agency,
instrumentality or local governmental unit of the State which are (i) not callable prior to maturity or (ii) as to which irrevocable
instructions have been given to the trustee or escrow agent of such bonds or other obligations by the obligor to give due notice of
redemption and to call such bonds for redemption on the date or dates specified, and which are rated by Moody’s, if the Bonds
are rated by Moody’s and S&P, if the Bonds are rated by S&P, within the highest rating category and which are secured as to
principal, redemption premium, if any, and interest by a fund consisting only of cash or bonds or other obligations of the
character described in clause (a) or (b) hereof which fund may be applied only to the payment of such principal of and interest
and redemption premium, if any, on such bonds or other obligations on the maturity date or dates thereof or the specified
redemption date or dates pursuant to such irrevocable instructions, as approprate; or (d) direct evidences of ownership of
proportionate interests in future interest and principal payments on specified obligations described in (a) held by a bank or trust
company as custodian, under which the owner of the investment is the real party in interest and has the right to proceed directly
and individually against the obligor on the underlying obligations described in (a), and which underlying obligations are not
available to satisfy any claim of the custodian or any person claiming through the custedian or to whom the custodian may be
obligated.

“Final Maturity Date” means any date specified with respect to any Series of Bonds as long as such date is on or
before March 6, 2037, thirty years after the creation of the Development Financing District in compliance with Section 159-
107(g) of the North Carolina General Statutes, unless otherwise amended.

“Finance Officer” means the Director of Finance of the County or any successor to her functions.

“Financeable Costs” means the costs of jmprovements authorized by Section 159-103 of the North Carolina General

Statutes, as amended, and reasonably incurred in connection with the Development Financing District, including but not limited
to the costs of (1) acquisition of all property, real or personal, tangible or intangible, and all interests in connection therewith
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including all rights-of-way and easements therefor, (2) physical construction, installation and testing, including the costs of labor,
services, materials, supplies and utility services used in connection therewith, (3) architectural, engineering, legal, financial
advisory and other professional services, (4) premiums for insurance policies taken out and maintained during construction, to the
extent not paid for by a contractor for construction and installation, (5) any taxes, assessments or other charges which become
due during construction, (6) expenses incurred by the County or on its behalf with its approval in seeking to enforce any remedy
against any contractor or sub-contractor in respect of any default under a contract relating to construction, (7) Costs of Issuance
being financed, (8) Interest on the Bonds during the construction in the Development Financing District, (9) miscellaneous
expenses incidental thereto and (10) reimbursements of such Financeable Costs properly incurred prior to the issuance of the
Bonds.

“Financial Consultant” means an independent person or firm with recognized expertise for advising governmental
entities with respect to financial forecasting and analysis of municipal utilities from time to time employed by the County and not
unacceptable to the Trustee.

“Fiscal Year” means a twelve-month period commencing on the first day of July of any year, or such other
twelve-month period adopted as the Fiscal Year of the County.

“Fitch” means Fitch, Inc., a corporation organized and existing under the laws of the State of New York, its successors
and their assigns, and, if such corporation for any reason no longer performs the functions of a securities rating agency, “Fitch”
will be deemed to refer to any other nationally recognized securities rating agency approved by the LGC and designated by the
Finance Officer of the County by notice to the Trustee.

“General Indenture” means the General Trust Indenture dated as of August 1, 2008 between the County and the
Trustee, and any amendments and supplements thereto.

“Incremental Revenue Fund” means the fund of that name established and maintained by the Trustee under the
General Indenture.

“Incremental Revenues” means that portion, if any, of ad valorem property taxes arising from the levies on taxable
property in the Development Financing District which are required by the Bond Act to be deposited in the Incremental Revenue
Fund, including amounts payable under the Minimum Assessment Agreement in each Fiscal Year during which any Bonds are
Outstanding under the Indenture.

“Interest” means (1) the amount designated as interest on any Bonds and (2) payments due from the County under a
Derivative Agreement other than for the termination thereof.

“Interest Payment Date” means each February 1 and August 1, beginning February 1, 2009.

“Interlocal Agreement” means the Interlocal Agreement dated as of August 1, 2008, by and between the Town and the
County relating to the Development Financing District.

“Investment Earnings” means the interest received on, or the gain or loss from the purchase and sale of, any
Investment Securities held in the funds and accounts established hereunder, except to the extent such amounts are required to be
rebated to the United States of America.

“Investment Grade Rating” means a rating of (1) Baa3 or higher from Moody’s, (2) BBB- or higher from S&P or (3)
BBB- or higher from Fitch.

“Investment Securities” means (1) Federal Securities or (2) any other investments (a) which at the time of investment
are authorized investments under the investment policy of the County, (b) which are legal investments under Sections 159-30 of
the General Statutes of North Carolina, as amended.

“LGC” means the North Carolina Local Government Commission or any successor to its functions under the laws of
the State, or its authorized representative.

“Mail” means first-class United States mail, postage prepaid.

“Minimum Assessment Agreement” means the Minimum Assessment Agreement dated as of August 1, 2008, among
the Developer, the Town and the County.

A-3




“Moody’s” means Moody’s Investors Service, a corporation organized and existing under the laws of the State of
Delaware, its successors and their assigns, and, if such corporation for any reason no longer performs the functions of a securities
rating agency, “Moody’s” will be deemed to refer to any other nationally recognized rating agency approved by the LGC and
designated by the Finance Officer of the County by notice to the Trustee.

“Outstanding” means all Bonds which have been authenticated and delivered by the Trustee under the General
Indenture, except:

(a) Bonds canceled after purchase in the open market or because of payment (it being
understood that a payment to an Owner of the purchase price of a Bond, as prescribed in the related Series
Indenture, is not payment of a Bond) at or redemption prior to maturity or on acceleration;

(b) Bonds deemed paid under the General Indenture;

(©) Bonds for the payment of the Principal of, redemption premium, if any, and Interest on
which Federal Securities have been irrevocably set aside; and

(d) Bonds in lieu of which other Bonds have been authenticated under the General Indenture.
“Owner” means, with respect to any 2008 Bond, a registered owner of 2 2008 Bond.
“Paying Agent” means any entity appointed in a Series Indenture to act as a paying agent for a Series of Bonds.

“Project Fund” means the Fund so designated and established under the General Indenture.

“Person” means any individual, corporation, partnership, joint venture, association, joint-stock company, trust,
unincorporated organization, or government or any agency or political subdivision thereof.

“Plan Resolution” means the resolution adopted by the Board of Aldermen of the Town on November 21, 2006
approving the Development Financing Plan and the establishing the Development Financing District.

“Pledged Revenues” means (1) the Incremental Revenues; and (2) all Investment Earnings from the foregoing.

“Principal” means the principal amount of an Outstanding Bond (including as to Capital Appreciation Bonds, the
Accreted Value thereof except with respect to the order of priority of payment of Bonds after an event of default under the
General Indenture, in which case, “Principal” means the principal amount of such Capital Appreciation Bonds on their date of
delivery and the balance of the Accreted Value will be “Interest”) payable as a Sinking Fund Payment or at maturity.

“Principal and Interest Requirements on the Bonds” means, with respect to any particular Fiscal Year, an amount
equal to the sum of (i) all Interest payable on the Outstanding Bonds during such Fiscal Year excluding any capitalized Interest
payable from the proceeds of a Series of the Bonds, plus (ii) any Principal Installments of the Outstanding Bonds during such
Fiscal Year.

(a) For purposes of computing “Principal and Interest Requirements on the Bonds,” the rate of interest used to
determine (i) above will be a rate per annum equal to (1) with respect to Bonds which bear interest at a fixed rate, the rate of
interest borne or to be borne by such Bonds, and (2) with respect to Bonds which bear interest at a variable or periodically
determined rate of interest, the rate which is equal to the greater of (A) the average of all the interest rates in effect on the Bonds

(or, as certified by a financial institution or investment banking firm acceptable to the Finance Officer, which would have been in :

effect on the Bonds had such Bonds been Outstanding) during the immediately preceding twelve-month period plus 100 basis
points or (B) the average of all the interest rates in effect on the Bonds (or, as certified by a financial institution or investment
banking firm acceptable to the Finance Officer, which would have been in effect on the Bonds had such Bonds been Outstanding)
during the immediately preceding one-month period plus 100 basis points. If the County has entered into a Derivative
Agreement under which it will receive payments calculated on a notional amount equal to all or a portion of the aggregate
Principal amount of a Series of the Bonds and will make payments calculated on the same notional amount, the interest used to
calculate (1) above will be the amount to be paid by the County, and the amount to be received will be deducted; payments on a
variable or periodic basis under such an agreement will be calculated in accordance with clause (2) above.
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) For purposes of computing “Principal and Interest Requirements on the Bonds,” the Principal Installments
for each Series of Bonds used to determine (ii) above will be the actual planned Principal Installments, except as follows:

) for a Series of Bonds, the Principal Instaliments of which are payable in consecutive annual periods and the
Principal Installment for one Fiscal Year of which is at least 10% but not more than 25% of the original principal
amount of the Series of Bonds, the Principal Installment for any Fiscal Year in which no Principal is due will be
assumed to be the largest required annual Principal Installment with respect to the Series of Bonds multiplied by a
fraction whose numerator is the number of Fiscal Years the Series of Bonds has been Outstanding and whose
denominator is the number of Fiscal Years after issuance of the Series of Bonds in which no Principal is due;

) for a Series of Bonds, 25% or more of the Principal Installments of which are payable in a single Fiscal Year,
the Principal Installment in any Fiscal Year will be assumed to be the result derived by dividing (A) the outstanding
aggregate Principal amount of such Series of Bonds by (B) the number of full years in the remaining term of such
Series of Bonds, but if the date of calculation is within 12 months of the final maturity date of such Series of Bonds and
a binding commitment by an institutional lender or municipal underwriting firm exists to provide moneys to refinance

" the aggregate Principal of such Series of Bonds then Outstanding, then the payment terms contained in the commitment
are to be used for purposes of calculating Principal for such Series of Bonds; and

3) for a Series of Bonds issued as notes or other obligations with a term of less than two years which are issued
in anticipation of the issuance of a Series of Bonds (“Take Out Obligations”), result derived by dividing (A) the
outstanding principal amount of such notes or other obligations by (B) the number of full years expected to be in the
term of the Take Out Obligation as certified to the Trustee by the Finance Officer.

“Principal Installment” means, as of any date of calculation, (i) the aggregate Principal amount of Outstanding Bonds
(including as to Capital Appreciation Bonds, the Accreted Value thereof) due on a certain future date, reduced by the aggregate
Principal amount of such Bonds which would be retired by reason of the payment when due and application in accordance with
the General Indenture of Sinking Fund Payments payable before such future date, plus (ii) any Sinking Fund Payments due on
such certain future date, together with the aggregate amount of the premiums, if any, applicable on such Sinking Fund Payments.

“Principal Payment Date” means any date on which Principal is due and payable.

“Qualified Reserve Fund Substitute” means (i) an irrevocable letter of credit, naming the Trustee as beneficiary, issued
by any domestic or foreign bank, or any branch or agency thereof, whose long-term debt obligations are rated by Moody’s and
S&P in one of the two highest rating categories without regard to gradation within category or (ii) a surety bond issued by a
financial institution whose long-term rating is in one of the two highest rating categories of Moody’s and S&P without regard to
gradation within category or (iii) a policy of reserve fund insurance issued by an insurance company whose claims-paying ability
is rated by Moody’s and S&P in one of the two highest rating categories without regard to gradation within category.

“Rating Agency” means Moody’s, S&P and Fitch.
“Record Date” means the 15™ day of the month next preceding the Interest Payment Date.

“Redemption Date” means the date on which 2008 Bonds have been called for redemption or are to be redeemed
pursuant to Series Indenture, Number 1.

“Redemption Price” means, with respect to any 2008 Bond, the principal amount thereof plus the applicable premium,
if any, payable on redemption thereof plus accrued interest to the Redemption Date.

: “Registrar” means any entity appointed in a Series Indenture to act as the Registrar for a Series of Bonds or a portion
thereof.

“Reserve Fund” means the Fund so designated and established pursuant to the General Indenture.

“Reserve Requirement” means, as of any date of calculation, the collective amount required to be on deposit in the
Reserve Fund as determined by the Series Indentures under which all Series of Bonds secured by an account in the Reserve Fund
are issued.

“S&P” means Standard & Poor’s Ratings Services, a Division of The McGraw-Hill Companies, Inc., a corporation
organized and existing under the laws of the State of New York, its successors and their assigns, and, if such corporation for any
reason no longer performs the functions of a securities rating agency, “S&P” will be deemed to refer to any other nationally




recognized securities rating agency approved by the LGC and designated by the Finance Officer of the County by notice to the
Trustee. : )

“Series of Bonds” or “Series” means any series of Bonds issued under the General Indenture and pursuant to a Series
Indenture.

“Series Indenture” means any indenture or other document supplementing the General Indenture, executed by the
County and effective in accordance with the General Indenture, providing for the issuance of a Series of Bonds.

“Series Indenture, Number 1~ means Series Indenture, Number 1 dated as of August 1, 2008 between the County and
the Trustee and any amendments or supplements adopted in accordance therewith.

“Sinking Fund Payment” means, as of any particular date of calculation, the amount required to be paid by the County
on a certain future date for the retirement of Outstanding Bonds which mature after said future date, but does not include any
amount payable by the County by reason of the maturity of 2 Bond or by call for redemption at the election of the County.

“State” means the State of North Carolina.
“Town” means the Town of Woodfin, North Carolina.

“Trustee” means the Trustee with respect to the Bonds and any other person at any time substituted in its place as
provided in the General Indenture.

“Trust Estate” means all property and rights conveyed by the County under the Granting Clauses of the General
Indenture. :

“2008 Bonds” means the County of Buncombe, North Carolina Project Development Financing Bonds (Wdodfm
Downtown Corridor Development), Series 2008 issued under the General Indenture and Series Indenture, Number 1.

“2008 Bonds Account” means the account by that name in the Reserve Fund created pursuant to Series Indenture,
Number 1.

“2008 Bonds Reserve Requirement” means the amount designated in the Series Indenture; Number 1.

“2008 Capitalized Interest Account” means the account by that name in the Project Fund created pursuant to Series
Indenture, Number 1. :

“2008 Construction Account” means the account by that name in the Project Fund created pursuant to Series Indenture,
Number 1.

“2008 Working Capital Account” means the account by that name in the Project Fund created pursuant to Series
Indenture, Number 1.

PLEDGE UNDER THE GENERAL INDENTURE

The County has assigned and pledged to the Trustee, to the extent provided in the General Indenture (1) all Pledged
Revenues, (2) the Minimum Assessment Agreement and all receipts and revenues therefrom, and (3) all moneys and securities
held by the Trustee or any other depositaries in any and all of the funds and accounts established under the General Indenture and
(4) any additional property that may, by delivery or by writing of any kind, be subjected to the lien of the General Indenture, by
the County or by anyone on its behaif, and the Trustee is authorized to receive the same at any time as additional security under
the General Indenture.. The General Indenture does not convey, mortgage, pledge or create any lien on any. real estate or tangible
personal property owned by the County or on any revenues of the County other than the Pledged Revenues.
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ae FUNDS AND ACCOUNTS

Under the General Indenture, the County has established the following special funds:

es
6} Incremental Revenue Fund;
ne ?) Bond Fund,;
3) Project Fund; and
ad
“) Reserve Fund.
ty The Trustee or the County may also create such other Funds or Accounts as it deems necessary or desirable in the
y administration of the General Indenture.
Incremental Revenue Fund. The County will cause all Pledged Revenues to be deposited in the Incremental Revenue
Fund. There will also be deposited in the Incremental Revenue Fund any other amounts required to be deposited therein pursuant
to the General Indenture or any Series Indenture and any other amounts available therefor and determined by the County to be
deposited therein.
as The Trustee will cause transfers to be made from the Incremental Revenue Fund as follows:
FIRST: To the Bond Fund, on or before the 5th day of the month preceding an Interest Payment Date, an
al amount such that (after taking into consideration amounts then on deposit in the Bond Fund allocated to pay Interest
’ due with respect to the Bonds), there will be in the Bond Fund an amount equal to the Interest due on the next Interest
Payment Date;
in
SECOND: To the Bond Fund, on or before the 5th day of the month preceding an Interest Payment Date, an
amount such that (after taking into consideration amounts then on deposit in the Bond Fund allocated to pay Principal
€, due with respect to the Bonds), if the same amount is transferred thereto on each succeeding Interest Payment Date,
there will be in the Bond Fund an amount equal to the Principal due on the next Principal Payment Date;
THIRD: To the Bond Fund, the amount necessary to pay the next August Interest Payment Date.
es FOURTH: At any time as may be required after payment of or the reserve of funds for the above obligations,
' to the provider of any Qualified Reserve Fund Substitute in satisfaction of the then current obligations of the County
incurred in connection therewith;
re,
FIFTH: At any time as may be required after payment of or the reserve of funds for the above obligations,
to the Trustee for deposit in the Reserve Fund (i) the amount necessary for the balance therein to equal the Reserve
es Requirement, but if the Revenues are insufficient therefor, to each Account of the Reserve Fund pro rata on the basis
of the Reserve Requirement for each Series of Bonds secured by an Account of the Reserve Fund or (ii) if the Reserve
Fund is less than 90% of the Reserve Requirement as a result of a valuation of investments therein, the amount
necessary for the balance therein to equal the Reserve Requirement; but the Trustee is not required to transfer on any
Interest Payment Date more than an amount such that if the same amount were deposited on the next Interest Payment .
ed Date, the Reserve Fund would equal the Reserve Requirement; /
es
nd SIXTH: At any time as may be required after payment of or the reserve of funds for the above obligations,
by to the Trustee for deposit in the Bond Fund, the amount necessary to make up any deficiency therein in accordance
ler with the priorities described under “FUNDS AND ACCOUNTS--Bond Fund” below;
le

SEVENTH: At any time as may be required after payment of or the reserve of funds for the above obligations,
to the Persons entitled to payment of fees and expenses for professional services rendered related to the Bonds;

EIGHTH:On or after August 2, 2013, in any year in which the Developer’s Property is assessed at the Standard
Assessment Amount, as defined in the Minimum Assessment Agreement, by the 15™ day of each Fiscal Year, to the
Town and the County in the proportion certified to the Trustee by a Finance Officer Certificate, the balance remaining
in the Incremental Revenue Fund as of the last day of the preceding Fiscal Year.
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Bond Fund. The Trustee will disburse amounts deposited in the Bond Fund as follows:
()] On each Interest Payment Date, to the Persons entitled thereto, Interest due on such date.

2) Subject to the provisions below requiring the application thereof to the payment or
redemption of any particular Bond, on each Principal Payment Date, to the Owners, the amounts required for
the payment of the Principal due on such date.

3) On each Redemption Date, to the Owners, the amount required for redemption of Bonds
called for redemption.

If on an Interest Payment Date or a Principal Payment Date, the amounts in the Bond Fund, following transfers
required below from the Bond Fund, are insufficient to pay in full the Interest or Principal, the amounts in the Bond Fund will be
applied pro rata first to the Persons entitled to Interest and then to the Persons entitled to Principal.

If on any Interest Payment Date or Principal Payment Date, there is a deficiency in the Bond Fund, the amount of such
deficiency will be made up from the following Funds and in the order or priority set forth below:

) the Account of the Reserve Fund securing a Series of Bonds to pay the Principal of and
Interest on such Series of the Bonds, to the extent such deficiency is atiributable to the Series of the Bonds
secured by that Account of the Reserve Fund; and

2) Project Fund.

Project Fund. There will be deposited from time to time in the Project Fund all amounts required to be deposited
therein pursuant to, and expended in accordance with, any Series Indenture and any other amounts available therefor and
determined by the County to be deposited therein. The Trustee will establish a separate account within the Project Fund related
to each Series of Bonds. In conjunction with the issuance of the 2008 Bonds, the Trustee shall established a 2008 Bonds Account
within the Project Fund.

Reserve Fund. The County has established a 2008 Bonds Account of the Reserve Fund under Series Indenture,
Number 1, with respect to the 2008 Bonds. There shall be deposited in to the 2008 Bonds Account of the Reserve Fund an
amount equal to the 2008 Bonds Reserve Requirement.
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INVESTMENTS

The Trustee will invest moneys held in the Bond Fund, the Project Fund and the Reserve Fund, at the written direction
of the County, in Investment Securities. The County will invest all Funds and Accounts held by it pursuant to the General
Indenture in such Investment Securities as it determines in its sole discretion. The proceeds of any remarketing of 2 Series of the
Bonds will be held uninvested or will be invested in Federal Securities maturing not later than the earlier of 30 days or the date
needed for payment. The County will invest, and as to the Bond Fund, the Reserve Fund and the Project Fund, will direct the
Trustee (in writing or orally with subsequent confirmation in writing) to invest, all moneys pursuant to the investment
instructions as provided in connection with a Series of Bonds. Whenever the Trustee has not received written direction from the
County and moneys in a Fund or Account created under the General Indenture or a Series Indenture are therefore uninvested, the
Trustee shall invest the moneys in Federal Securities maturing the earlier of (i) the date such moneys are needed to meet an
obligation under the General Indenture or a Series Indenture or (ii) 30 days after such investment.

All Investment Earnings from the investment of money held in the Incremental Revenue Fund will be credited to the
Incremental Revenue Fund.

COVENANTS OF THE COUNTY

The County has agreed to comply with certain covenants in the General Indenture. The following is a summary of a
few of such covenants:

Payment of Bonds. The County will duly and punctually pay or cause to be paid, as provided in the General Indenture,
the Principal of and the Interest on every Bond or the Redemption Price thereof, at the dates and places and in the manner stated
in the Bonds, according to the true intent and meaning thereof and will duly and punctually pay or cause to be paid all Sinking
Fund Payments, if any, becoming payable with respect to any of the Bonds and all other payments of Interest required under the
General Indenture.

Foreclosure. The County will use the in rem method in foreclosing on any real property subject to the Minimum
Assessment Agreement, to the extent permitted by law.

Accounts and Reports. The County will keep, or cause to be kept, proper books of record and account in which
complete and accurate entries will be made relating to the Incremental Revenues, which will at all reasonable times be subject to
the inspection of the Trustee and the Owners or their representatives duly authorized in writing.

The County will file with the Trustee and the LGC, within 180 days after the close of each Fiscal Year, a copy of an
audited annual financial report as to the Incremental Revenues during such Fiscal Year.

Issuance of Additional Bonds.

(a) The County will not issue any other obligations, except on the conditions and in the manner provided in the
General Indenture, payable from the Pledged Revenues, having priority to or being on a parity with the lien of the Bonds issued
pursuant to the General Indenture, nor voluntarily create or cause to be or suffer to be created any debt, lien, pledge, assignment,
encumbrance or any other charge having priority to or being on a parity with the lien of the Bonds issued pursuant to the General
Indenture.

(b) The County may issue Bonds to refund all or any Principal amount of the Bonds; if, however, the debt
service in any Fiscal Year on the Outstanding Bonds remaining Outstanding after the issuance of the refunding Bonds will
increase as a result of such refunding or if the maximum annual Principal and Interest Requirements on the Bonds after the
issuance of the refunding Bonds exceeds the maximum annual Principal and Interest Requirements on the Bonds before the
issuance of the refunding Bonds, then the County must satisfy the requirements in paragraph (d) below.

(©) No Series of Bonds, other than the 2008 Bonds and the Bonds described in paragraph (b) above will be issued
hereunder unless:.
(1) (A) the Pledged Revenues for any 12 consecutive months of the 18 months preceding the issuance of the

Series of Bonds, as certified by the Finance Officer, were at least equal to 125% of (1.25 times) the Principal and
Interest Requirements on all Bonds previously issued under the General Indenture for such Fiscal Year in which the
issuance is to occur; and
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(B) the Pledged Revenues, as projected by a report of a Financial Consultant filed with the Trustee, for the
first two Fiscal Years following (I) the date capitalized interest, if any, provided from the proceeds of the proposed
Series of Bonds is expended in the case of the acquisition of assets for or construction of improvements related to the
Development Financing District or (II) the date the proposed Series of Bonds is issued in any other case, are at least
equal to 125% of (1.25 times) the maximum Principal and Interest Requirements on all Bonds previously issued under
the General Indenture and on the additional Series of Bonds proposed for issuance in each such Fiscal Year and any
subsequent Fiscal Year during which the Bonds are Outstanding (in each case such Principal and Interest Requirements
being net of any amounts on deposit in the Reserve Fund attributable to each such Series of Bonds); and

()] Developer is in compliance with all provisions of the Minimum Assessment Agreement; and
3) no Event of Default under the General Indenture has occurred and is continuing; and
€3] the other Starting Conditions, as defined in the Development Agreement, have been met; the Bonds, when

added to the Bonds Outstanding under the Indenture, do not exceed the Ceiling Amount, as defined in the Development
Agreement; and the Developer is in compliance with the terms of the Development Agreement.

No Change in Development Financing District. The County will not at any time reduce the boundaries of the
Development Financing District in any manner that will reduce the total current equalized assessed value in the Development
Financing District below the total current equalized assessed value immediately before such reduction.

Foreclosure Methodology. The County will use the in rem method in foreclosing on any real property subject to the
Minimum Assessment Agreement, to the extent permitted by law.

SUPPLEMENTAL INDENTURES

Supplemental Indentures Effective On Filing With the Trustee. For any one or more of the following purposes and at
any time or from time to time, a Supplemental Indenture of the County may be executed and delivered, which, on the filing with
the Trustee of a copy thereof certified by a County Representative and execution by the Trustee, will be fully effective in
accordance with its terms:

(a) to close the General Indenture against, or provide limitations and restrictions in addition
to the limitations and restrictions contained in the General Indenture on, the delivery of Bonds or the
issuance of other evidences of indebtedness;

(b) to add to the covenants and agreements of and the limitations and restrictions on the
County in the General Indenture other covenants and agreements or limitations and restrictions to be
observed by the County which are not contrary to or inconsistent with the General Indenture as theretofore
in effect;

©) to surrender any right, power or privilege reserved to or conferred on the County by the
terms of the General Indenture, but only if the surrender of such right, power or privilege is not contrary to
or inconsistent with the covenants and agreements of the County contained in the General Indenture;

(d to confirm, as further assurance, any pledge under, and the subjection to any lien or
pledge created or to be created by, the General Indenture of the Trust Estate, including the Pledged
Revenues or any other revenues or assets;

(e) to modify any of the provisions of the General Indenture in any respect whatsoever, but
only if (1) such modification will be, and be expressed to be,effective only after all Bonds Qutstanding at
the date of the adoption of such Supplemental Indenture cease to be Outstanding and (2) such Supplemental

Indenture will be specifically referred to in the text of all Bonds delivered after the date of the adoption of
such Supplemental Indenture and of Bonds issued in exchange therefor or in place thereof; or

63) to provide for the delivery of a Qualified Reserve Fund Substitute.
provided that any changes do not, in the opinion of Bond Counsel, adversely affect the interests of the owners of the Bonds.

Supplemental Indentures Effective On Consent of Trustee. For any one or more of the following purposes and at any
time or from time to time, a Supplemental Indenture may be executed and delivered, which, on (i) the filing with the Trustee of a
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copy thereof certified by a County Representative, and (ii) the filing with the Trustee and the County of an instrument in writing,
made by the Trustee consenting thereto, will be fully effective in accordance with its terms: (1) to cure any ambiguity, supply any
omission or cure or correct any defect or inconsistent provision in the General Indenture; (2) to insert such provisions clarifying
matters or questions arising under the General Indenture, which, in the opinion of Bond Counsel, as are necessary or desirable
and are not contrary to or inconsistent with the General Indenture as theretofore in effect; or (3) to effectuate such changes which
do not adversely affect the interests of the Owncrs.

Any such Supplemental Indenture may also contain one or more of the purposes specified under the caption
«SUPPLEMENTAL INDENTURES--Effective on Filing with the Trustee” above and, in that event, the consent of the Trustee
required by the General Indenture will be applicable only to those provisions of such Supplemental Indenture as contain one or
more of the purposes set forth in the preceding paragraph.

Supplemental Indentures Effective Or Consent of Owners. Exclusive of Supplemental Indentures covered under the
preceding two captions, the written consent of the Owners of not less than a majority in aggregate Principal amount of the Bonds
Outstanding, will be required for the execution by the County and the Trustee of any indenture or indentures supplemental to the
General Indenture; provided, however, that without the consent of the Owners of all the Bonds Outstanding nothing in the
General Indenture contained will permit, or be construed as permiiting: (a) a change in the terms of redemption or maturity of the
Principal amount of or the Interest on any Outstanding Bond, or a reduction in the Principal amount of or premium payable on
any redemption of any outstanding Bond or the rate of interest thereon; (b) the deprivation of the Owner of any Bond
Outstanding of the lien created by the General Indenture (other than as originally permitted by the General Indenture); (c) a
privilege or priority of any Bond over any other Bond; or (d) a reduction in the aggregate Principal amount of the Bonds required
for consent to such Supplemental Indenture.

If at any time the County requests the Trustee to enter into a Supplemental Indenture for any of the purposes set forth in
the preceding paragraph, the Trustee will, on being satisfactorily indemnified with respect to expenses, cause notice of the
proposed execution of such Supplemental Indenture to be given by mail to the Owners of the Bonds Outstanding at the address
shown on the registration books maintained by the Registrar. Such notice will briefly set forth the nature of the proposed
Supplemental Indenture and will state that copies thereof are on file at the designated corporate trust office of the Trustee for
inspection by all Owners. If, within 60 days (or such longer period prescribed by the County) following the giving of such
notice, the Owners of not less than a majority in aggregate Principal amount of the Bonds Outstanding (and in the case of
Supplemental Indentures involving (a) through (d) above, the Owners of all of the Bonds Outstanding) at the time of the
execution of any such Supplemental Indenture have consented to and approved the execution thereof as provided in the General
Indenture, no Owner will have any right to object to any of the terms and provisions contained therein, or in the operation
thereof, or in any manner to question the propriety of the execution thereof, or to enjoin or restrain the Trustee or the County
~ from executing the same or from taking any action pursuant to the provisions thereof.




DEFAULTS AND REMEDIES

Events of Default. If any of the following events occur, it is defined and deemed an “Event of Default” under the
General Indenture:

() A failure to pay the Principal of or premium, if any, on any Bond when the same becomes
due and payable, whether at the stated maturity thereof or on proceedings for redemption including sinking
fund redemptions;

®) A failure to pay any installment of Interest when the same becomes due and payable; and

(c) A failure by the County to observe and perform any covenant, condition, agreement or

provision (other than as described in subsections (a) and (b) above) contained in the Bonds or in the General
Indenture on the part of the County to be observed or performed, which failure continues for a period of 30
days after written notice, specifying such failure and requesting that it be remedied, has been given to the
County by the Trustee, which may give such notice in its discretion and must give such notice at the written
request of Owners of not less than 25% of the aggregate Principal amount of the Bonds, unless the Trustee, or
the Trustee and Owners of a Principal amount of Bonds not less than the Principal amount of Bonds the
Owners of which requested such notice, as the case may be, agrees in writing to an extension of such period
prior to its expiration.

Remedies on Default. On the occurrence and continuance of any Event of Default, the Trustee in its discretion may,
and on the written direction of registered owners of not less than a majority in aggregate Principal amount of the Bonds
Outstanding and receipt of indemnity to its satisfaction, must, in its own name and as the trustee of an express trust: (i) by
mandamus, or other suit, action or proceeding at law or in equity, enforce all rights of the Owners, and require the County or any
third party to carry out any agreements with or for the benefit of the Owners and to perform its duties under the General
Indenture; (ii) take custody of the Storm Water Management Fund, the Capital Improvement Fund and the Surplus Fund; or
(iii) take whatever action at law or in equity may appear necessary or desirable to enforce its rights against the County.

No right or remedy is intended to be exclusive of any other rights or remedies, but each and every such right or remedy
will be cumulative and in addition to any other remedy given under the General Indenture or thereafter existing at law or in
equity or by statute. If any Event of Default has occurred and if requested by the Owners of a majority in aggregate Principal
amount of Bonds Outstanding and indemnified as provided in the General Indenture, the Trustee will be obligated to exercise
such one or more of the rights and powers conferred by the General Indenture as the Trustee, being advised by counsel, deems
most expedient in the interests of the Owners.

Priority of Payments After Default. 1f, on the happening and continuance of any Event of Default, the funds held by
the Trustee are insufficient for the payment of the Principal or Redemption Price then due of and Interest then due on the Bonds,
such funds (other than funds held for the payment of particular Bonds which have theretofore become due at maturity or by
redemption) and any other amounts received or collected by the Trustee acting pursuant to the General Indenture, after making
provision for the payment of any expenses necessary in the opinion of the Trustee to protect the interest of the Owners and for the
payment of the charges and expenses and liabilities incurred and advances made by the Trustee in the performance of its duties
under the General Indenture, will be applied, subject to the restrictions contained under the caption “DEFAULT AND REMEDIES--
Subordination of Claims for Interest” below, as follows:

FIRST: To the payment to the Persons entitled thereto of all installments of Interest then due in the order of
the maturity of such installments, and, if the amounts available are not sufficient to pay in full any
installment, then to the payment thereof ratably, according to the amounts due on such installment, to the
persons entitled thereto, without any discrimination or preference;

SECOND: To the payment to the Persons entitled thereto of the unpaid Principal or Redemption Price of any
Bonds which have become due and, if the amounts available are not sufficient to pay in full all the Bonds
due, then to the payment thereof ratably, according to the amounts of Principal or Redemption Price due on
such date, to the persons entitled thereto, without any discrimination or preference; and

THIRD: To be held for the payment to the Persons entitled thereto, as the same become due, of the Principal
or Redemption Price of and Interest on the Bonds which thereafter become due and, if the amounts available
are not sufficient to pay in full ali the Bonds due on any date, together with such Interest, payment will be
made ratably according to the amount of Principal due on such date to the Persons entitled thereto, without
any discrimination or preference.
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The setting aside of such moneys in trust for the proper purpose, will constitute proper application by the Trustee, and
the Trustee will incur no liability whatsoever to the County, to any Owner or to any other person for any delay in applying such
moneys, so long as the Trustee acts with reasonable diligence, having due regard for the circumstances, and ultimately applies the
same in accordance with such provisions of the General Indenture. Whenever the Trustee will exercise discretion in applying
such moneys, it will fix the date (which must be an Interest Payment Date unless the Trustee deems another date more suitable)
on which such application is to be made. The Trustee will not be required to make payment to any Owner unless its Bond is
presented to the Trustee for appropriate endorsement or for cancellation if fully paid.

Owners’ Right to Direct Proceedings. Anything in the General Indenture to the contrary notwithstanding, the Owners
of a majority in aggregate Principal amount of the Bonds Outstanding will have the right, at any time, to the extent permitted by
law, by instruments in writing executed and delivered to the Trustee, to direct the time, method and place of conducting all
proceedings to be taken in connection with the enforcement of the terms and conditions of the General Indenture, or for the
appointment of a receiver, and any other proceedings under the General Indenture; provided that such direction may not be
otherwise than in accordance with the provisions of the General Indenture. The Trustee will not be required to act on any
direction given to it until the indemnity described in the General Indenture is furnished to it by such Owners.

Limitation on Rights of Owners. No Owner will have any right to institute any suit, action, mandamus or other
proceeding in equity or at law under the General Indenture, for the protection or enforcement of any right under the General
Indenture unless such Owner has given to the Trustee written notice of the Event of Default or breach of duty on account of
which such suit, action or proceeding is to be taken, and unless the Owners of not less than 25% in aggregate Principal amount of
the Bonds Outstanding have made written request of the Trustee after the right to exercise such powers or right of action, as the
case may be, has accrued, and has afforded the Trustee a reasonable opportunity either to proceed to exercise the powers in the
General Indenture granted or granted under the law or to institute such action, suit or proceeding in its name and unless, also,
there has been offered to the Trustee reasonable indemnity against the costs, expenses and liabilities to be incurred therein or
thereby, and the Trustee has refused or neglected to comply with such request within a reasonable time. Such notification,
request and offer of indemnity are by the General Indenture declared in every such case, at the option of the Trustee, to be
conditions precedent to the execution of the powers under the General Indenture or for any other remedy under the General
Indenture or by law. It is understood and intended that no one or more Owners will have any right in any manner whatever by his .
or their action to affect, disturb or prejudice the security of the General Indenture, or to enforce any right under the General
Indenture or under law with respect to the Bonds or the General Indenture, except in the manner in the General Indenture
provided, and that all proceedings at law or in equity must be instituted, had and maintained in the manner in the General
Indenture provided and for the benefit of all Owners.

Each Owner by its acceptance of a Bond will be deemed to have agreed that any court in its discretion may require, in
any suit for the enforcement of any right or remedy under the General Indenture or any Series Indenture or in any suit against the
Trustee for any action taken or omitted by it as Trustee, the filing by any party litigant in such suit of an undertaking to pay the
reasonable costs of such suit, and that such court may in its discretion assess reasonable costs, including reasonable pre-trial, trial
and appellate attorneys’ fees, against any party litigant in any such suit, having due regard to the merits and good faith of the
claims or defenses made by such party litigant. The provisions of this paragraph will not apply to any suit instituted by the
Trustee, to any suit instituted by Owners of at least 25% in aggregate Principal amount of the Bonds Outstanding, or to any suit
instituted by any Owner for the enforcement of the payment of any Bond on or after the respective due date thereof expressed in
such Bond.

Notice of Event of Default. The Trustee will give to the Owners and the LGC notice of each Event of Default under
the General Indenture known to the Trustee within 90 days after actual knowledge of the occurrence thereof, unless such Event of
Default has been remedied or cured before the giving of such notice; provided that, except in the case of default in the payment of
the Principal or Redemption Price of or Interest on any of the Bonds, or in the making of any payment required to be made into
the Bond Fund, notice will be given immediately after its occurrence.

Subordination of Claims for Interest. No claim for interest appertaining to any of the Bonds which in any way at or
after maturity has been transferred or pledged separate and apart from the Bond to which it appertains will, unless accompanied
by such Bond, be entitled, in case of an Event of Default under the General Indenture, to any benefit by or from the General
Indenture, except after the prior payment in full of the Principal of all of the Bonds then due and of all claims for interest then due
not so transferred or pledged.

DEFEASANCE

If the County pays or causes to be paid or is deemed to have paid to the Owner of any Bond the Principal of and
Interest due and payable, and thereafter to become due and payable on such Bond, or any portion of such Bond in any integral
multiple of the authorized denomination thereof, such Bond or portion thereof will cease to be entitled to any lien, benefit or
security under the General Indenture. If the County pays or causes to be paid the Principal of, premium, if any, and Interest due
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and payable on all Outstanding Bonds, pays or causes to be paid all other sums payable by the County, including all fees,
expenses and other amounts payable to the Trustee and any Paying Agent and all amounts owing to the provider of a Qualified
Reserve Fund Substitute, then the right, title and interest of the Trustee in and to the Trust Estate will thereupon cease, terminate
and become void.

Any Bond will be deemed to be paid within the meaning of the General Indenture and for all purposes of the General
Indenture when (a) payment of the Principal and premium, if any, of such Bond plus Interest thereon to the due date thereof
(whether such due date is by reason of maturity or upon redemption) either (i) has been made or caused to be made in accordance
with the terms thereof, or (ii) has been provided for by irrevocably depositing with the Trustee in trust and irrevocably set aside
exclusively for such payment and, in either case, the Trustee has received verification from an independent certified public
accounting firm or other bona fide arbitrage rebate calculating and reporting agent acceptable to the Trustee that the moneys or
Federal Securities deposited with the Trustee, together with investment earnings thereon, will be sufficient to pay when due the
Principal and premium, if any, of and Interest due and to become due on the Bond on and before the redemption date or maturity
date thereof, (1) moneys, sufficient to make such payment or (2) non-callable Federal Securities maturing as to principal and
interest in such amount and at such time as will insure the availability of sufficient moneys to make such payment, and (b) all
necessary and proper fees, compensation and expenses of the Trustee and any Paying Agent pertaining to the Bonds with respect
to which such deposit is made have been paid or the payment thereof provided for to the satisfaction of the Trustee. At such
times as a Bond is deemed to be paid under the General Indenture, as aforesaid, such Bond will no longer be secured by or
entitled to the benefits of the General Indenture, except for the purposes of any such payment from such moneys or Federal
Securities.

Notwithstanding the foregoing paragraph, no deposit under clause (a)(ii) of the immediately preceding paragraph will
be deemed a payment of such Bonds as aforesaid until (a) proper notice of redemption of such Bonds has been previously given
in accordance with the applicable Series Indenture, or if said Bonds are not to be redeemed within the next 35 days, until the
County has given the Trustee, in form satisfactory to the Trustee, irrevocable instructions to notify, as soon as practicable, the
Owners of such Bonds in accordance with the applicable Series Indenture, that the deposit required by (a)(ii) above has been
made with the Trustee and that said Bonds are deemed to have been paid in accordance with the requirements set forth under this
caption “DEFEASANCE” and stating the maturity or redemption date on which moneys are to be available for the payment of the
Principal and premium, if any, of said Bonds plus Interest thereon to the due date thereof, or (b) the maturity of such Bonds.
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FPRED H. BELK ANT AXSOCEATES
Feuwft Exsore Approisery
& Coasileaniy

SELF-CONTAINED
APPRAISAL REPORT
The Village at Reynolds Mountain (Proposed)
Both sides of Weaverville Road
Woodfin, Buncombe County, North Carolina 28804

PREPARED FOR
Wachovia Securities
Attn: Ryan Maher, Director
380 Knollwood Sireet, Suite 620
Winston-Salem, NC 27103

DATE OF REPORT
June 9, 2008

EFFECTIVE DATES OF APPRAISAL
May 2, 2008 “As Is"” ‘
August 1, 2008 “Upon Completion of Horizontal Infrastructure of Phase V"

-APPRAISED BY
FRED H. BECK & ASSOCIATES, LLC
Fred H. Beck, Jr., MAIl, CCIM, MRICS
Charles W, Hicks

8924 Blakeney Professional Drive, Charlotte, North Carolina 28277
Phone: 704.544.4884 / Fax: 704.544.6520 / Website: www.fredhbeck.com
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FrED H: BECK ARD ASSOUIATES
Beal Estgrd Appeadscrs
&gt VR 5

June 9, 2008

Wachovia Securities

Attn: Ryan Maher, Director
380 Knollwood Sireet, Suite 620
Winston-Salem, NC 27103

Reference: The Village at Reynolds Mountain (Proposed)
Both sides of Weaverville Road
wWoodfin, Buncombe County, North Carolina 28804

Dear Mr. Maher:

As requested, we have inspected the above mentioned property for the purpose of providing an opinion of its market
value. Based on our inspection and analysis of the information obtained, it is our opinion that the market value of the fee
simple estate in the subject property “as is" as of May 2, 2008 and the “prospective future value upon completion of
infrastructure of Phase V" as of August 1, 2008, is as foflows:

VALUE - “AS IS” — PHASE V LAND $9,425,000
VALUE - “AS IS” — PHASE VI & VII LAND $11,850,000

PROSPECTIVE FUTURE VALUE, “UPON COMPLETION OF INFRASTRUCTURE”

PHASE V LAND AUGUST 1, 2008 $25,480,000
PHASE VI LAND 0.96 ACRES AUGUST 1, 2008 $965,000

These values are based on a marketing fime of nine months supported by the data and reasoning set forth in the
attached narrative. Your attention is invited o the Assumptions and Limiting Conditions attached and made a part of this
report. We certify that we have no present or contemplated future interest in the property appraised and that our fee for
this assignment is in no way contingent upon the value estimate supplied.

The following report complies with the standards and regulations outlined in Title X! of the Federal Financial Instifutions
Reform, Recovery, and Enforcement Act of 1989 (FIRREA). In addition, the report conforms to the Office of the
Comptroller of the Currency's (OCC) appraisal” standards. This includes compliance with the Uniform Standards of
Professional Appraisal Practice (USPAP) of the Appraisal Institute as promulgated by the Appraisal Standards Board of the
Appraisal Foundation; compliance with USPAP including the ethics and competency provisions.

"Special conditions include (i) this Report may be relied upon by Wachovia Bank National Association {and its successors
and assigns) in determining whether to make a mortgage loan and/or a mezzanine loan (collectively, the “Loan")
secured by or relating to the property which is the subject of this Report (the “Property"), (i) this Report may be relied
upon by any actual or prospective purchaser, participant, transferee, assignee or servicer {(and each of their respective
successors and assigns) of all or any porfion the Loan, (i) this Report may be relied upon by any actual or prospective
investor (including agent or advisor) in any securities evidencing a beneficial interest in or backed by all or any portion of
the Loan; any rating agency actually or prospectively rating any such securities, any indenture trustee; any fellow
underwriter; and any institutional providers(s) from time fo time of any liquidity facility or credit support for such financings
{iv) this Report or a reference to this Report may be included, summarized or quoted in any offering circular, registration
statement, prospectus and any other document, and in any medium (including, without limitation, in CD-ROM form) and
distributed in connection with a securitization or fransaction involving any portion of the Loan and/or such securities, (v)
persons who acquire the Loan interest in the Loan may rely on the Report, and (vi) this Report speaks only as of its date in
the absence of a specific written update of the Report signed and delivered by Fred H. Beck & Associates, LLC."
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The undersigned hereby acknowledges considerable input, investigation, and analysis by Charles W. Hicks, who
contributed to the information set forth in the atiached narrative. Thank you for the opportunity fo be of service and

please let us know if you have any questions.

Respectfully Submitted,

Fred H. Beck & Associates, LLC

Bt eanas® &
R e
g
Fred H. Beck, Jr., MAI, CCIM, MRICS
State-Certified General Real Estate Appraiser

N.C. Certificate No. A1329

LTI
I/'"ll%{n#gx\\\“‘\
Charles W. Hicks
State-Certified General Real Estate Appraiser

N.C. Certificate No. A5682

8924 Blakeney Professional Drive, Charlotte, North Carolina 28277
Phone: 704.544.4884 / Fax: 704.544.6520 / Website: www. fredhbeck.com
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CERTIFICATE OF THE APPRAISER

[ certify that, fo the best of my knowledge and belief:

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

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

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

4. 1 have no bias with respect to the property that is the subject of this report or to the parties involved
with this assignment.

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

6. 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 occurence of a subsequent event directly
related to the intended use of this appraisal.

7. The reported analyses, opinions, and conclusions were developed, and this report has been prepared,
in conformity with the requirements of the Code of Professional Ethics & Standards of Professional
Appraisal Practice of the Appraisal Institute, which include the Uniform Standards of Professional
Appraisal Practice.

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

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

10. No one provided significant real property appraisal assistance to the person signing this report other
than Charles W. Hicks.

11. As of the date of this report, Appraisal Institute continuing education for Fred H. Beck, Jr., MAI, CCIM is
current,

ol

FRED H. BECK, JR., MAI, CCIM, MRICS

| State-Certified General Real Estate Appraiser
N.C. Certificate No. A1329

8924 Blakeney Professional Drive, Charlotte, North Carolina 28277
Phone: 704.544.4884 / Fax: 704.544.6520 / Website: www. fredhbeck.com
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CERTIFICATE OF THE APPRAISER

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

1.

2.

9.

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

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

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

| have no bias with respect to the property that is the subject of this report 6r to the parties involved
with this assignment.

My engagement in this assignment was not con’rlngen’r upon developing or reporting predetermined
results.

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.

The reported analyses, opinions, and conclusions were developed, and this report has been prepared,
in conformity with the requirements of the Code of Professional Ethics & Standards of Professional
Appraisal Practice of the Appraisal Institute, which include the Uniform Standards of Professional
Appraisal Practice.

The use of this report is subject to the requirements of the Appraisal Institute relohng 1‘o the review by its
duly c:u‘rhonzed representatives.

| have made a personol inspection of fhe property that is the subjecf of this report

10. No one prowded significant real property appraisal assistance to the person 5|gn|ng this report

AL 1/

s

CHARLES W. HICKS

State-Certified General Real Estate Appraiser
N.C. Certificate No. A5482

8924 Blakeney Professional Drive, Charlotte, North Carolina 28277
Phone: 704.544.4884 / Fax: 704.544.6520 / Website: www. fredhbeck.com
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'AND CONCLUSIONS
untain sed)

Property/Location

es of Wecﬂ‘/ewille Rood,f Woodfin, VIBanofnbe E
County, North Carolina 28804

Property Owner

‘Date of Report

Reynolds Village Residentfial Partners, LLC, Reynolds
Mountain Partners, LLC, and 127 Weaverville Road, LLC
June 9, 2008

Effective Dates of Appraisal

May 2, 2008 “As Is" and August 1, 2008 “Upon
Completion of Horizontal Infrastructure of Phase V"

Property Rights Appraised

: Zoning

| Fee Simple

Various

Tax Map Reference

Various, please refer to page 1 of the report for detailed
parcel numbers.

Land Area

164.67-Acres total. 52.36 acres to Phase V and 112.31 to
Phases VI and VI

' Present Use

Undevelopedlond e e

Highest and Best Use

Mixed-Use Development (high-density residential and
supporting commercial use)

Appraisal Procedures

Cost Approach
i Development Valuation Analysis

Land Valuation Phase V 52.36 Acres “As Is” $9,425,000
Value by Cost Approach Phase V Land $21,147,000
Value by Development Valuation Analysis Phase V Land $25,680,000
Valve by Discounted Cash Flow Analysis Phase VI Shopping Center Lease $4,951,000
Land Valuation Phase VI 0.60 Acres $496,000
Land Valuation Phase VI 2.04 Acres $1,333,000
Land Valuation Phase VI 0.40 Acres $307,000
Land Valuation Phase V1 0.96 Acres $753,000
Land Valuation Phase VIl 100.25 Acres $4,010,000
Land Values & Leasehold Value from shopping Center Phases VI & VII $11,850,000
Land Valuation Phase Vi 0.96 Acres “At Completion of Infrastructure” $965,000

VALUE - “AS IS” - PHASE V LAND

$9.425,000

Valve - “As Is” ~ PHASES VI & VII LAND

$11,850,000

PROSPECTIVE FUTURE VALUE - “UPON COMPLETION OF INFRASTRUCTURE” — PHASE V LAND
AUGUST 1, 2008

$25,680,000

PROSPECTIVE FUTURE VALUE - “UPON COMPLETION OF INFRASTRUCTURE" — PHASE VI LAND 0.94 ACRES
AUGUST 1, 2008

$965,000

8924 Blakeney Professional Drive, Charlotte, North Carolina 28277
Phone: 704.544.4884 / Fax: 704.544.6520 / Website: www.fredhbeck.com
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

IDENTIFICATION OF THE SUBJECT PROPERTY

The property being appraised within this report is a proposed mixed-use land
development located along both sides of Weaverville Road (U.S. Highway 25) within
the Town of Woodfin, Buncombe County, North Carolina 28804. The total sife size of the
entire Reynolds Mounfain Development is 164.67 acres. This appraisal will value Phase V
of the development "as is” and “Upon Completion of Horizontal Infrastructure.” The
remaining land, which will be available for future development of Phases VI & VI, will be
valued “as is.” The tables below will show the tax map numbers, and sizes of each of
the parcels within the development. The first table will show Phase V and the second
table will show the remaining land for future development.

9730.08-87-0907 31.15

9730.08-78-7600 8.33
9730.12-76-7375 0.35
9730.12-86-0990 1.54
9730.11-77-2193 9.12
9730.11-67-9134 0.34 -
9730.07-78-2498 1.04
9730.07-78-3385 0.49
Total Acres 52.36

Parcel 9730.11-67-9134 of Phase V has a two-story vacant historical building. The
building will be renovated in the future, however, for our dnolysis, we will provide only a
shell value of the building. Phase V has been approved by the Woodfin Zoning Board
by a conditional use permit to allow for the construction of 350 residential dwellings. In
addition to the residential features of the site, more than 275,000 square feet of retail
and office space has been approved to be developed within Phase V. Of this allowed
the developer plans to build the equivalent of 234" residential units and also build
183,095 square feet of retail and office space within Phase V. Approximately 25,000
square feet will be office space and the remaining 158,095 square feet will be retail
space. Both the proposed residential and commercial space is well within the amount
allowed under the zoning conditional use permit.

* The development program for one major building pad in Phase V has not been finalized. Its size and location could
accommodate a hofel, condominium project, or a mixed-use project. For purposes of this appraisal, it was assumed that
the project would consist of 65 for-sale residential units (which are included in the 234 unit fotal) having an average end
point price of $497,000 and its effect on subject property’s valuation is presented separately.

FRED H. BECK & ASSOCIATES, LLC . : 1
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

9730.11-66-8789 (Phase VI)

9730.07-68-9563 (Phase V1) 2.04
9730.11-66-7976 (Phase Vi) 0.4
9730.07-68-5880 (Phase VI) 0.96
9730.10-47-2365 (Phase VII) 100.25
Total Acres 112.31

The remaining land for Phases VI & VIl will have a mix of single family and multi-family
uses. Some commercial space will also be developed within these two phases. The
property being valued within this analysis is proposed to be developed adjoining the
Reynolds Mountain master planned residential community. A legal description of the
property and the tax maps are included in the Addenda. More detailed information
concerning the property is included within this report.

FRED H. BECK & ASSOCIATES, LLC 2
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

APPRAISER COMPETENCY

Fred H. Beck, Jr., MAI, CCIM, MRICS, a North Carolina Certified General Appraiser, has
been appraising mixed-use land for over 8 years. In the past two years, Fred H. Beck &
Associates, LLC, have appraised numerous mixed-use properties in North Carolina and
South Carolina. Therefore, we have met the reojuiremen’rs of the USPAP Competency
Provision.

INTENDED USE
The intended use of this report is to assist the client, WACHOVIA SECURITIES, in bond
underwriting, and/or disposition of the asset.

INTENDED USER

The infended user of this report is WACHOVIA SECURITIES.

“Special conditions include (i} this Report may be relied upon by Wachovia Bank National Association (and
its successors and assigns} in determining whether to make a mortgage loan and/or a mezzanine loan
(collectively, the “Loan”) secured by or relating to the property which is the subject of this Report (the

“Property”}, {ii) this Report may be relied upon by any actual or prospective purchaser, participant,
fransferee, assignee or servicer (and each of their respective successors and assigns) of all or any portion
the Loan, (iii} this Report may be relied upon by any actual or prospective investor (including agent or

advisor) in any securities evidencing a beneficial interest in or backed by all or any portion of the Loan; any
rating agency actually or prospectively rating any such securities, any indenture trustee; any fellow
underwriter; and any institutional providers(s} from time to time of any liquidity facility or credit support for
such financings (iv) this Report or a reference to this Report may be included, summarized or quoted in any
offering circular, registration statement, prospectus and any other document, and in any medium
(including, without limitation, in CD-ROM form) and distributed in connection with a securitization or
transaction involving any portion of the Loan and/or such securities, {v) persons who acquire the Loan
interest in the Loan may rely on the Report, and (vi) this Report speaks only as of its date in the absence of
a specific written update of the Report signed and delivered by Fred H. Beck & Associates, LLC."

FRED H. BECK & ASSOCIATES, LLC 4




THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

TYPE OF REPORT

According to the Uniform Standards of Professional Appraisal Practice, Standards Rule
2-2, an appraisal report must be prepared under one of the following three options: Self
Contained Appraisal Reports, Summary Appraisal Reports, or Restricted Appraisal
Reports. These three report types are described as follows:

SELF-CONTAINED APPRAISAL REPORT

Should contain all information significant to the solution of the appraisal problem.
“Describe" is the distinguishing term related to the Self-Contained Appraisal Report.

SUMMARY APPRAISAL REPORT

Should contain a summary of all information significant to the solution of the appraisal
problem. “Summarize” is the distinguishing term related to the Summary Appraisal Report.

RESTRICTED APPRAISAL REPORT

Should contain a brief statement of information significant to the solution of the appraisal
problem. “State” is the distinguishing term related to the Restricted Appraisal Report.

This report is prepared as a SELF-CONTAINED APPRAISAL REPORT.

FRED H. BECK & ASSOCIATES, LLC 5
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

DEFINITION OF MARKET VALUE

The following definition of market value is approved by the Office of the Comptroller of
the Cumrency of the United States of America, Chapter 12, Code of Federal Regulation,
Part 34.42 (f). Market Value is defined as:

“The most probable price which a property should bring in a competitive and open market
under all conditions requisite to a fair sale, the buyer and seller, each acting prudently 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 o buyer under conditions whereby:

1. Buyer and seller are typically motivated:

2. both parties are well informed or well advised and acting in what they consider their
own best interests;

3. areasonable fime is allowed for exposure in the open market;

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

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

PROPERTY RIGHTS APPRAISED

There are three primary types of property rights, which may be appraised. They are Fee
Simple Estate, Leased Fee Estate, and Leasehold Estate. They are defined as follows:

FEE SIMPLE ESTATE

Absolute ownership unencumbered by any other inferest or estate, subject only to the
limitations imposed by the government powers of taxation, eminent domain, police power,
and escheat.

LEASED FEE ESTATE

An ownership interest held by a landlord with the rights of use dnd occupancy conveyed
by lease to others. The rights of the lessor {the leased fee owner) and the leased fee are
specified by contract terms contained within the lease.

LEASEHOLD ESTATE

The interest held by the lessee (1heitenonf‘or fen‘rer) Thfough a lease conveying the rights
of use and occupancy for a states term under certain conditions.

In this report, wev have been asked to provide an opinion of value of the FEE SIMPLE
ESTATE in the real property “As Is” as of May 2, 2008 for Phase V and Phases VI and VI
and “Upon Completion of Horizontal Infrastructure of Phase V” as of August 1, 2008.

FRED H. BECK & ASSOCIATES, LLC - 6
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

VALUES ESTIMATED

Values are typically estimated on the basis of one or more of the following situation.

Market Value “As Is” on the Appraisal Date: Market Value "As Is” on the appraisal date is
an estimate of the market value of a property in the condition observed upon inspection
and as it physically and legally exists without hypothetical conditions, assumptions or
qudlifications as of the date the appraisal is prepared.

Prospective Future Value Upon Completion of Construction: Prospective future value
“upon completion” of construction is the prospective future value of a property on the
date that construction, conversion or rehabilitation is completed, based upon market
conditions forecast fo exist as of that completion date. The value estimate at this stage of
value should be stated in current dollars as of a current date.

Prospective Future Value Upon Reaching Stabilized Occupancy: Prospective future value
"upon reaching stabilized occupancy” is the prospective future value of a property when
all improvements have been physically constructed and the property has been leased to
its optimum level of long-term occupancy at the market rent level. The value estimate at
this stage of value should be stated in current dollars as of a current date.

In this report, the opinion of value for the subject property is appraised on the basis of
MARKET VALUE “AS IS" and “PROSPECTIVE FUTURE VALUE UPON COMPLETION OF HORIZONTAL
INFRASTRUCTURE.”

LEGAL CONSTRAINTS

The property is subject to the provisions of the Town of Woodfin Zoning Ordinance.
According to the Town of Woodfin Zoning Department, the sites are zoned for mixed
use development and include C-S, Community Shopping District, MV, Mountain Village
District, and R-43, Residential District. Phase V is all zoned C-S, with a small portion being
zoned R-43. All the property to the west side of Weaverville Road is zoned MV. Based on
our investigation, there appeared to be no other legal constraints, which would impact
the value or morke’robili’ry of the subject property.

INSPECTION OF THE PROPERTY

The subject property was inspected on May 2, 2008. Photographs were taken at that
fime.

FRED H. BECK & ASSOCIATES, LLC : 7
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

DATE OF REPORT

The date of this report is June 9, 2008.

EFFECTIVE DATES OF THE APPRAISAL

The effective dates of value are May 2, 2008 “As IS" and August 1, 2008 “UPON

COMPLETION OF HORIZONTAL INFRASTRUCTURE FOR PHASE V."”

STATEMENT OF OWNERSHIP

According to the Buncombe County public records, the property appraised in this
report is held in the ownership names as shown in the following tables.

FRED H. BECK & ASSOCIATES, LLC ' 8
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

HISTORY OF PROPERTY

The fifle fo the subject undeveloped land is currently held in the name of the enfity
detailed in the preceding section, which the same entity as Reynolds Mountain

Partners, LLC, is both having the same corporate charter, except with respect to parcel
number 9730.12-76-7811, which is controlled by Reynolds Mountain Partners, LLC
pursuant to an 75 year lease, which ends on June 2083. The details of the recent
transfers are also presented in the following chart.

9730.08-87-0907 3115 4202/537 . Boone

Bradley S. Rachman & Kirl Reynolds Village Residential Partners, LLC 3/14/2006 $0.00
9730.08-78-7600 8.33 4202/537 Bradley S. Rachman & Kirk C. Boone Reynolds Village Residenlial Pariners, LLC 3/14/2006 $0.00
9730.12-76-7375 0.35 4202/537 Bradley S. Rachman & Kirk C. Boone Reynolds Village Residenlial Partners, LLC 3/14/2006 $0.00
9730.12-86-0990 1.54 4202/537 Bradiey S. Rachman & Kirk C. Boone Reynolds Village Residenlial Pariners, LLC 3/14/2006 $0.00
9730.11-77-2193 9.12 4202/537 Bradley $. Rachman & Kirk C. Boone Reynolds Village Residential Partners, LLC 3/14/2006 30.00
9730.11-67-9134 0.34 4253/1340 WM Holcombe Reynolds Mountain Partners, LLC 7/14/2006  $475,000
9730.07-78-2498 1.04 4399/1187 Beverly J. Lankford. Sally J. Barnett, & David W. Gosnell Reynolds Mountain Partners, LLC 5/4/2007  $500.000
9730.07-78-3385 0.49 4382/1576 John H. and David W. Gosnell Reynolds Mountain Pariners, LLC 3/30/2007  $220.000
Total Acres 52.36

g S 3 £
.12-76-7811 8.06 2295/711 Various LG Enterprises. LLC 6/22/2000 $0.00
9730.11-66-8789 0.6 4382/1293 Charles D. Wilson Reynolds Mountain Partners, LLC 3/30/2007 $750.000
9730.07-68-9563 2.04 4484/1999 PMHB, LLC Reynolds Mountain Partners, LLC 11/5/2007 $1,300.000
9730.11-66-7976 0.4 45397620 Jeanetlte S. Ray Reynolds Mountain Partners, LLC 3/28/2008 $308.,800
9730.10-47-2365 100.25 4382/1579 Town of Woodfin Reynolds Mountain Partners, LLC 3/30/2007 $2,300.000
9730.07-68-5880 0.96 44597432 Thomas C. Lackey 127 Weaverville Road, LLC 9/6/2007 $1.305,000
Total Acres 11231
FRED H. BECK & ASSOCIATES, LLC . 9
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

SCOPE OF THE APPRAISAL

The 2006 edition of Uniform Standards of Professional Appraisal Practice (USPAP) reflects
extensive changes resulting from the Appraisal Standards Board's examination of the
proper role of the scope of work and departure concepfs in the appraisal process. The
primary changes from previous practice are the elimination of the Departure Rule and
the introduction of the Scope of Work Rule. By eliminating the Departure Rule, related
terms such as related terms Binding Requirement, Specific Requirement, Complete
Appraisal, and Limited Appraisal were also eliminated. The most visible change in
appraisal practice is the discontinued use of “Complete” and “Limited” fo describe the
appraisal proCess. |

The term SCOPE OF WORK is defined as “the type and extent of research and analyses in
an assignment.”t The Scope of Work Rule does not infroduce new requirements. The
change is instead a matter of emphasis. The process of problem identification and
development of an appropriate scope of work, both previously exisﬂng' USPAP
requirements, are more heavily emphasized in the Scope of Work Rule. The intent is to
simplify the understanding of the development process. Greater emphasis is placed on
scope of work disclosure to provide the intended users with an understanding of the
actions of the appraiser to arrive at the assignment conclusions. The SCOPE OF WORK
RULE states that for each assignment, the appraiser must (1) identify the problem to be
solved; (2) determine and perform the scope of work necessary to develop credible
assignment results; and (3} disclose the scope of work in the report . |

The first step is 1o identify the problem to be solved. Proper identification of the appraisal
problem, which is necessary to determine the appropriate scope of work, reguires the
appraiser to identify the following assignment elements:

client and any other intended users;

intended use of the appraiser's opinions and conclusions;

type and definition of value;

effective date of the appraiser’s opinions and conclusions;

subject of the assignment and its relevant characteristics; and

assignment conditions {assumptions, extraordinary assumptions, hypothetical conditions, efc.}

ooooo o

This information provides the appraiser with the basis for determining the type and
extent of research and analyses to include in the development of an appraisal.

 Uniform Standards of Professional Appraisal Practice and Advisory Opinions {2006 €d.). Washington, DC: The Appraisal
Foundation. 2006. Page 4, Line 144. :

1 Uniform Standards of Professional Appraisal Practice and Advisory Opinions (2006 ed.). Washington, DC: The Appraisal

Foundation. 2006. Page 12, Lines 382-387.

FRED H. BECK & ASSOCIATES, LLC 10
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT {PROPOSED) - WOODFIN, N.C.

Based on the appraisal problem to be solved, the next step is fo determine and perform
the scope of work necessary to develop credible assignment results. The scope of work must
include the research and analyses that are necessary to develop credible assignment
results. Scope of work includes, but is not limited to: ‘

the extent to which the property is identified;

the extent to which tangible property is inspected;

the type and extent of data researched; and

the type and extent of analyses applied to arrive at opinions or conclusions.

0O 00Od

The credibility of assignment results is always measured in the context of the intended
use. Credible results require support by relevant evidence and logic; assignment
conditions may not limit the scope of work fo such a degree that the assignment resulfs
are nof credible in the context of the intended use. Furthermore, the act of determining
the scope of work is an ongoing process in an assignment and information or conditions
discovered during the assignment might require that the appraiser reconsider the
scope of work.

The final step is to disclose the scope of work in the report. The appraisal report must
contain sufficient information to allow intended users to understand the scope of work
performed. Sufficient information includes disclosure of research and analyses
performed and may include disclosure of research and analyses not performed. Again,
USPAP places greater emphasis on scope of work disclosure to provide the intfended
users with an understanding of the specific actions taken to arrive at the assignment
conclusions.

GENERAL SCOPE OF WORK

The following steps were completed for this assignment:

We identified the subject:;

We understood and clearly stated the intended use and user of the report:

We applied appropriate appraisal methodology in accordance with USPAP;

We analyzed the comparable data to arrive at a probable range of value via each approach utilized:;
We reconciled the results of each approach into a credible final opinion of value, as defined herein; and
We estimated a reasonable exposure fime and marketing time associated with the value opinion.

S o e

AREA AND NEIGHBORHOOD ANALYSIS

An inspection of the surrounding residential and commercial area and neighborhood
was conducted on May 2, 2008. Information on the surrounding area was obtained
from various publications, our files, and discussions with real estate professionals familiar
with the areaq.

FRED H. BECK & ASSOCIATES, LLC : 11
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

SITE DESCRIPTION AND ANALYSIS

The site was inspected on the same above-mentioned dates. In addition to an
inspection of the premises, tax and legal descriptions were also researched at this fime,
and dates previous to and subsequent to this date. Photographs were taken on May 2,
2008. In process of completing this appraisal report, a survey and legal descriptions of
the assembled properties being valued were researched. We relied on the survey in
determining the total area of the undeveloped property. We were provided with a
development site plan and a phased construction budget, which detailed the current
acreages and planned developments on the various phases of the proposed
development. We relied on the information presented in the determination of the areas
to be included in the various development components. We assume that the areas to
be developed are accurate. Should plans for development change, the conclusions
rendered herein could require reanalysis. »

IMPROVEMENT DESCRIPTION AND ANALYSIS

Al development infrastructure anticipated to be established with regard to the
proposed mixed-use land development, were gleaned from information presented for
our consideration, provided by the developer, and our knowledge regarding the
requirements of this type development. Should the costs change, the conclusions

rendered herein could require reanalysis.

COST APPROACH

An investigation of land sales of similar type properties throughout the subject
neighborhood and Buncombe County was conducted. Land sales were obtained from
several sources o include the Buncombe County Tax Department and local real estate
offices. Budgeted subdivision development costs were provided by the developer of
the subject property and compared fo subdivision development costs of other
comparable developments.

DEVELOPMENT VALUATION METHOD

This method combines both the Income and Sales Comparison Approaches. In this
technique, the retail value of the individual condominium units is estimated based on
comparable properties and pre-sold units at the subject property. Additional market
information is used to document absorption of the units. Expenses incurred after
completion of construction during the sellout process are deducted from sales
revenues. The resulting net income stream is discounted to a present value.

FRED H. BECK & ASSOCIATES, LLC
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

SALES COMPARISON APPROACH (LAND ONLY)

We are to value the subject using the most comparable land sales within the subject’s
neighborhood and in similar locations in Buncombe County. Sources for land sales
include the respective tax assessor’s offices, public records, information contained in
our files, and real estate brokers.

EXTRAORDINARY ASSUMPTIONS

Please refer to the typical Assumptions and Limiting Conditions in the Addenda for
further clarification of the conditions significant to this assignment.

HYPOTHETICAL CONDITIONS

There are no hypothetical conditions in this assignment.

SUPPLEMENTAL STANDARDS

Our firm has a master agreement and an executed engagement letter from the client,
a copy of which is provided in the addenda of this report.

JURISDICTIONAL EXCEPTIONS

There are no jurisdictional exceptions in this assignment.

! FRED H. BECK & ASSOCIATES, LLC 13
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

METROPOLITAN PROFILE
ASHEVILLE AND BUNCOMBE COUNTY, NORTH CAROLINA

INTRODUCTION

The value of real property is directly related to historic, economic, demographic, and
political forces within its metropolitan area. Those forces are analyzed by the appraiser
and used in determining appreciation (or depreciation), highest and best use,
reconciliation tfo the three approaches, and the final value estimate. The following
narrative is provided to illustrate the metropolitan components of the market, which
influence property values.

LOCATION

The Town of Woodfin, the City of Asheville, and Buncombe County are located in
western North Carolina in the Appalachian Mountains. In this area of the mountain
range, they are referred to as the Blue Ridge Mountains. The county is bounded by
Henderson, Haywood, Madison (which together with Buncombe County, comprise the
Asheville Metropolitan Statistical Area), McDowell, and Yancey Counties. Buncombe

County was named after Colonel Edward Buncombe (1742-1778), a Revolutionary
soldier. The county is comprised of 656.6 square miles of land area. The City of Asheville

is the county seat of Buncombe County. Asheville is 240 miles west of the state capital
of Raleigh, 115 miles northwest of the City of Charlotte, 113 miles east of the City of
Knoxville, TN, and 204 miles northeast of the City of Atlanta, GA.

POPULATION

The following statistics at the town and county levels are available through Clarita’s,
Inc. Projections are based upon the 2000 census and are applied to an urban growth
simulation model.

FRED H. BECK & ASSOCIATES, LLC 14
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THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

Historical & projected population statistics are summarized as foliows:

AREA POPULATION STATISTICS

Census Census  Annual Estimate  Annual Projection  Annual
Area 1990 2000 Change 2008 Change 2013 Change
Town of Woodfin, N.C. 2,979 3,162 0.6% 3.364 0.8% 3,507 0.8%
City of Asheville, N.C. 65,637 68,889 0.5% 70,962 0.4% 72,865 0.5%
Buncombe County, N.C. 174,362 206,330 1.7% 226,674 1.2% 239,990 1.1%
Asheville, N.C. MSA 308,013 369,171 1.8% 405,691 1.2% 429,133 1.1%
Haywood County, N.C. 46,954 54,033 1.4% 56,945 0.7% 58,641 0.6%
Henderson County, N.C. 69,744 89,173 2.5% 101,523 1.6% 109.383 1.5%
Madison County, N.C. 16,953 19,635 1.5% 20,549 0.6% 21,119 0.5%
McDowell County, N.C. 35,681 42,151 1.7% 43,693 0.5% 44,582 0.4%
Source: Claritas, Inc.

The chart details the frend in population for the region from 1990 to 2008 and
projections between 2008 and 2013. Between 1990 and 2000, the local population of
the Town of Woodfin experienced an annual increase of 0.6% and an annual increase
of 0.5% and 1.7% within the City of Asheville and Buncombe County respectively.
Between 2000 and 2008, each data set showed continued increases in population with
the largest increase occurring within Henderson County, followed by Buncombe County
and the Asheville, MSA. The population frends exhibited over the last seven years is
projected to continue over the next five years, at a similar rate for each data set. The
next five years forecast figures of 0.8% per year for the Town of Woodfin, 0.5% per year

for the City of Asheville, and 1.1% for Buncombe County and Asheville, NC MSA.

HOUSEHOLDS

The following housing statistics are available through Clarita’s, Inc. Again, projections
are based upon the 2000 census and are applied to an urban growth simulation model.

Historical household statistics for the area are summarized as follows:

AREA HOUSEHOLD STATISTICS

Census Census  Annual Estimate  Annuadl Projection  Annual
i Ared 1990 2000 Change 2008 Change 2013 Change
| I Town of Woodfin, N.C. 1,302 1,394 0.7% 1,516 1.1% 1,602 1.1%
o City of Asheville, N.C. 28,659 30,690 0.7% 32,046 0.5% 33,208 0.7%
ol Buncombe County, N.C. 70,625 85,776 2.0% 95,514 1.4% 102,004 1.3%
[ Asheville, N.C. MSA 125,215 154,290 21% 172,533 1.4% 184,458 1.3%
S Haywood County, N.C. 19.216 23,100 1.9% 24,977 1.0% 26,083 0.9%
! ‘ Henderson County, N.C. 28,886 37.414 2.6% 43,407 1.9% 47,338 1.7%
N 1 Madison County, N.C. 6,488 8,000 2.1% 8,635 1.0% 9.033 0.9%
j McDowell County, N.C. 13,680 16,604 2.0% 17,588 0.7% 18,156 0.6%
IR Source: Claritas, Inc.
|
I
|
|
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The previous discussion of area population trends is also applicable to the historical and
projec’red household trends. Historically, the numbers of households within each area
increased significantly between 1990 and 2000, with significant but slightly lower rates of
increase between 2000 and 2008. The Town of Woodfin shows an annual increase of
1.1%, Asheville shows an annual increase of 0.5%, and Buncombe County and Asheville,
NC, MSA show an annual increase of 1.4% respectively from 2000 to 2008. Clarita’s, Inc.,
projects an increase in the number of households in each region over the next five

years.

INCOME TRENDS

2008 income statistics for the area are summarized in the table below.

2008 INCOME STATISTICS

Average Median Per
Area Household Household Capita
Town of Woodfin, N.C. $43,752 $32,275 $20.,701
City of Asheville, N.C. $51,016 $37.782 $23,452
Buncombe County, N.C. $55,939 $42,588 $23,906
Asheville, N.C. MSA $54,444 $41,886 $23,537
Haywood County, N.C. $49.,848 $39.,580 $22,121
Henderson County, N.C. $55,679 $42,883 $24,343
Madison County, N.C. $44,993 $35,909 $19,403
McDowell County, N.C. $44,196 $35,729 $18,040
Source: Claritas, Inc.

Growth rates have been near the annuadl rates of inflafion during this fime. Median
household income, which is the most common item of comparison, indicates a
moderate to middie-income community for each selected area.
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RETAIL SALES
The chart on the following page shows the historical gross retail sales for fiscal years
2000/01 1o 2006-07 (July 1 — June 30) for the City of Asheville and Buncombe County.

GROSS RETAIL SALES
City of Buncombe

Fiscal Year Asheville County

2000-2001 $2.503,372,346 $3,385,178,057
2001-2002 $2.543,012,573 $3.431,308.897
2002-2003 $2.511,904,302 . $3,429.967.246
2003-2004 $2,686,034,592 $3,648,143,729
2004-2005 $3,066,748,907 $4.123,101,836
2005-2006 $2,283,135,332 $2,966,135,312
2006-2007 $2,560,472,315 $3.336,213,094

Source: NC Department of revenue

Retail sales grew consistently from year 2000-01 through year 2004-05 in the City of
Asheville, NC and Buncombe County, NC. Asheville and Buncombe County have
consistently grown buf dropped 2005-06. However, the drop was due to a reporting
change. The information reported on the monthly sales and use tax report has
changed as of the July 2005 report. Previously, from 2000 to 2005, the table above had
reported gross collections and gross retail sales. The monthly reports, beginning in the
fiscal year 2005-06, now show gross collections and taxable sales.

ECONOMY

Based on a demographic analysis of data compiled through Clarita’s, Inc.,
employment figures for Asheville and Buncombe County are detailed on the following
tables and analyzed in the following discussions. The figures for 2008 are estimated.

EMPLOYMENT TRENDS
Employed Population Age 16+ Asheville Buncombe County
2000 2008 | Change = 2000 2008 . Change
R e ﬁ_3_2_7g7_ﬁ “sery 4 5456%0706924# o 6iT r_lﬁﬁ%'
'Source: Clarita's, Inc. - ' B '
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2008 EMPLOYMENT STATISTICS

The following current estimated employment statistics were obtained from Clarita’s, Inc.

ESTIMATED 2008 EMPLOYMENT STATISTICS
City of Asheville, N.C. Buncombe County, N.C.
Description Total % Tot Total % Tot
OVERALL CLASSIFICATION
For-Profit Private Workers 22,974 68.4% 78,436 70.0%
Non-Profit Private Workers 3,048 9.1% 9,246 8.3%
Local Government Workers. 1.854 5.5% 5,918 5.3%
State Government Workers 2,101 6.3% 6,297 5.6%
Federal Government Workers 828 2.5% 2,804 2.5%
Self-Employed Workers 2,709 8.1% 9,060 8.1%
Unpaid Family Workers 63 0.2% 250 0.2%
Total Employment 33,577 100.0% 112,011 100.0%
INDUSTRY CLASSIFICATION
Management, Business, & Financial Operations 3,833 11.4% 12,950 11.6%
Professional and Related Occupations 7776 23.2% 22,903 20.4%
Service Industries 5,909 17.6% 17,257 15.4%
Sales and Office 8,734 26.0% 28,632 25.6%
Farming, Fishing, and Forestry 117 0.3% 345 0.3%
Construction, Extraction, and Maintenance 2,818 8.4% 11,266 10.1%
Production, Transportation, & Material Moving 4,390 13.1% 18,658 16.7%
Total Employment 33,577 100.0% 112,011 100.0%
Source: Claritas, Inc.

Over the past decade, the US economy has undergone a major shift from a
manufacturing-focused economy to a service-oriented one. As a result of this change.
the Bureau of Labor Statistics (BLS) of the US Department of Labor has mandated the
nationwide implementation of a new industry classification system, the North American
Industry Classification System (NAICS), to replace the old system, the Standard Industrial
Classification (SIC) system. The following table details the 3¢ Quarter 2007 annual
average employments within Buncombe County, divided into each employment by
sector with their average weekly wages for Buncombe County, NC and the State of
North Carolina.
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EMPLOYMENT & WAGES, BY SECTOR (3rd QUARTER 2007)

BUNCOMBE COUNTY NORTH CAROLINA
Industry Description Average % Avg. Wkly Average % Avg. Wkly
Employ. Total Wage Employ. Total Wage
Total All Industries 116,304 100.0% $647 3,980,819 100.0% $777
Total Government 11,720 10.1% N/A 658,669 16.5% $869
Total Private Industry 101,584 87.3% $620 3,322,142 83.5% $784
Agriculture, Forestry, Fishing, & Hunting 204 0.2% $420 25,914 0.7% $658
Mining 99 0.1% $815 3,792 0.1% $1,616
Utilities 469 0.4% $1,110 15,112 0.4% $1,717
Construction 7,171 6.2% $698 248,293 6.2% $708
Manufacturing 12,338 10.6% $834 542,361 13.6% $947
Wholesale Trade 3,840 3.3% $774 178,861 4.5% $1,098
Retail Trade 14,835 12.8% $453 459,069 11.5% $462
Transportation & Warehousing 3,922 3.4% $716 118,168 3.0% $704
Information 1,671 1.4% $783 73,616 1.8% $1,187
Finance & Insurance 2,750 2.4% $1,027 152,004 3.8% $1,999
Real Estate and Rental & Leasing 1,445 1.2% $615 51,300 1.3% $738
Professional & Technical Services 4,681 4.0% $830 184,068 4.6% $1,093
Management of Companies and Enterprises 726 0.6% $979 69,688 1.8% $2,131
Administrative & Waste Services 7,504 6.5% $432 236,530 5.9% $507
Educational Services 7,372 6.3% $677 373,711 9.4% $689
Health Care & Social Assistance 20,881 18.0% $812 520,646 13.1% $702
Arts, Entertainment, & Recreation 2,363 2.0% $499 49,150 1.2% $552
" Accomodation & Food Services 14,791 12.7% $298 328,825 8.3% $258
Other Services Ex. Public Administration 3,117 2.7% $446 101,081 2.5% $476
Public Administration 5,647 4.9% $786 224,432 5.6% $759
Unclassified 447 0.4% $639 24,190 0.6% $617

Source: North Carolina Department of Commerce/Tourism

As shown on the exhibit, historical trends for ali areas surveyed indicate relatively high
level or private sector employment opportunities, with the largest represented
categories being health care & social assistance, and retail trade related occupations.

Over the past several years these categories have retained their prominence.
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LABOR FORCE

The following table shows employment growth and unemployment rates for the last
eleven years (averages for the year), and for February 2008 for City of Asheville,
Buncombe County, Asheville MSA, and the State of North Carolina.

AREA LABOR FORCE STATISTICS

Annual Average of Year: 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 _Feb. 2008
City of Asheville, N.C.

Total Civilian Labor Force N/A N/A N/A N/A N/A 36,216 36,830 36,994 37,036 37.850 37,940 37,875
Total Employment N/A N/A N/A N/A N/A 33,866 34,574 34,951 35,508 36.530 36,663 36,279
Total Unemployment N/A N/A N/A N/A N/A 2,350 2256 2.043 1,528 1,320 1,277 1,596
Unemployment Rate N/A N/A N/A N/A N/A 6.5% 6.1% 5.5% 4.1% 3.5% 3.4% 4.2%
Buncombe County, N.C.

Total Civilian Labor Force 105318 105360 105079 107,642 108700 111,054 113,031 113,696 115725 119,180 119,352 119,231
Total Employment 102,243 102,521 102,634 104252 103,980 105436 107.638 108812 110,700 114,730 115,146 113,942
Total Unemployment 3,075 2,839 2,425 3,390 4,720 5618 5393 4,884 5,025 4,450 4,206 5.289
Unemployment Rate 2.9% 2.7% 2.3% 3.1% 4.3% 5.1% 4.8% 4.3% 4.3% 3.7% 3.5% 4.4%

Asheville, N.C., MSA
Total Civilian Labor Force 177,591 177,225 178235 185076 187,620 191,857 194,946 196017 199,315 204,894 205,323 205,264

Total Unemployment 172,093 171,557 173,590 179,045 178,990 181,635 185,380 187.479 190,625 197.215 197,930 - 195,860
Total Unemployment 5,498 5.668 4,645 6.031 8.630 10,222 9.566 8,538 8.690 7.679 7.393 9,404
Unemployment Rate 3.1% 3.2% 2.6% 3.3% 4.6% 5.3% 4.9% 4.4% 4.4% 3.7% 3.6% 4.6%
STATE & NATIONAL RATES

North Carolina 3.9% 3.5% 3.3% 3.7% 5.6% 6.6% 6.5% 5.5% 5.3% 4.7% 4.7% 5.4%
United States 4.9% 4.5% 4.2% 4.0% 4.7% 5.8% 6.0% 5.5% 5.1% 4.6% 4.6% 5.2%

Source: NC Employment Security Commission & US Bureau of Labor Statistics

As shown above, the unemployment rates in Buncombe County have remained lower
than those for the State of North Carolina over the past eleven years and for February
2008. The employment growth in the area is led by the strong healthcare industry,
rebounding tourism, emerging professional services, a strong housing market, and
stable population growth. Over the last five years the health services sector alone has
created twice as many jobs as any other industry sector. According to the Asheville
| Convention and Visitors Bureau, hotel/motel sales are up 11% for the year. Similar to the
statewide decline, the Asheville MSA manufacturing employment has decreased 22%
over the last five years. According to the Asheville Metro Business Research Center, the
decline in manufacturing employment has slowed down significantly and the industry is
expected reverse this trend and stabilize in the near future with a global economic
turnaround increasing demand for fransportation and machinery.

Buncombe County has experienced 132 reported closings affecting 8,467 people and
52 reported layoffs affecting 2,527 people since 1990 to the present. The following table
illustrates the reported closing and layoffs in Buncombe County since 1990:
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INDUSTRY

Although agricultural activities sfill play an important role in the county, the area is

continuing to diversify its economic base with the predominant industry being health

care, manufacturing, and retail trades. The major employers in Buncombe County are

detailed in following table.

LARGEST EMPLOYERS
BUNCOMBE COUNTY, NC

Company Product/Service Employees
Mission Health & Hospitals Hospitals 3,000 +
Buncombe County Public Schools Educational Services 3,000 +
Ingles Markets, Inc. (Home Office) Food & Beverage Stores 3.000 +
Buncombe County Government Government 1,000 - 2,999
The Biltmore Company Museums, Historical Sites, & Similar Instifitions 1,000 - 2,999
VA Medical Center -Asheville Hospitals 1,000 - 2,999
The Grove Park Inn Resort & Spa Accomodation 1.000 - 2,999
CarePartners Nursing & Residential Care Facilities 750 - 999
BorgWarner Turbo & Emissions Systems Transportation Equipment Manufaciuring 750 - 999
Sonopress, LLC Computer & Electronic Product Monufcctuﬁng. 750 - 999
Wal-Mart Siores, Inc. General Merchandise Stores 750 - 999
Asheville City Schools Educational Services 500 - 749
University of North Carolina at Asheville Educational Services 500 - 749
Eaton Corporation - Electrical Division Electrical Equipment 500 -749
Thermo Fisher Scientfific, Inc. Machinery Manufacturing 500 - 749
MB Hayes Corp. Construction of Buildings 500 - 749
Sitel Administrative & Support Services 400 - 499
Black Mouniain Center Nursing & Residential Care Facilities 400 - 499
McDonald's Corp.'- Corporate Office Food & Beverage Stores 400 - 499
Asheville - Buncombe County Tech Community College Educational Services 400 - 499
Protocol Services, Inc. Computer & Electronic Product Manufacturing 300 - 399
Kearfott Guidance & Navigation Corp. Computer & Electronic Product Manutacturing 300 - 399
Unison Engine Components Transportation Equipment Manufacturing 300 - 399
NC DOT (Buncombe County) Administration of Economic Programs 300 - 399
Burger King Restaurants {Carrols Corp.) Food & Beverage Stores 300 - 399
Taylor & Murphy Construction Company, Inc. Heavy & Civil Engineering Construction 300 - 399
APAC-Atlantic, Inc. ’ Petroleum & Coal Products Manufacturing 300 - 399

Source: Buncombe County Economic & Development Board

We have spoken with Matt Stone of the Buncombe County Building and Inspections

Department. Mr. Stone has provided us with historical data on the number of permits
issued for Buncombe County. We have researched the building permits issued for

Buncombe County from 2001 to 2007.
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This table includes a total of permits issued for single-family residential and multi-family
residential.

BUNCOMBE COUNTY BUILDING PERMITS FOR CALENDAR YEARS 2001 THROUGH 2007

Building Permits 2001 2002 2003 2004 2005 2006 2007 Total
New Residential 946 1,045 1,179 1,298 T 1,547 1,307 1,046 8,368
New Mobile Homes 615 672 505 409 - 405 360 389 3,355
Residential - Additions / Renovations 408 434 416 413 489 538 622 3,320
New Commercial 109 128 73 127 101 109 102 749
Commercial - Additions / Renovations 131 145 130 129 177 155 166 1,033
Multi-family - Buildings 63 81 29 11 26 92 91 393
Multi-family - # of units 189 527 138 260 257 303 287 1,961

Source: Buncombe County Building & Inspections Department

The total multi-family permits issued since 2001 were 1,961 units in Buncombe County. As
of March 2008, Buncombe County had issued permits on approximately 11 multi-family
units. We were not provided with these statistics for the City of Asheville, NC.

EDUCATION

The Ashevilie area provides an array of educational opportunities as shown in the
following table:

PUBLIC SCHOOLS FOR ASHEVILLE, BUNCOMBE COUNTY, & SURROUNDING COUNTIES

Public Asheville Buncombe Haywood Henderson Madison
Schools County County County County
Elementary 6 23 12 16 5
Secondary 2 9 3 4 2
Combined 1 0 0 1 0
Student Enroliment (06-07) 3.825 25,828 7.977 13,161 2,674

Source: NC Public Schools Statistical Profile, 2006

According to the North Carolina Directory of Non-Public Schools, there are 12
independent and 21 religious schools in Buncombe County. Two-year colleges in the
area are Asheville Buncombe Technical Community College and four-year colleges
include:

¢ University of North Carolina Asheville
¢  Warren Wilson College

* Montreat College

e Western Carolina University

s Appalachian State University

*  Mars Hill College

* Brevard College

The University of North Carolina Asheville is located 4 miles south of the subject site.
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TRANSPORTATION

The Asheville area has a good transportation network and can readily reach most
markets in the eastern part of the United States within one day. It includes U.S. Highways
19/23, 25, 25A, 70 and 74. interstate highWoys include 1-40, I-2’6,' and 1-240. 1-40 provides
access to areas east of Asheville to Wilmington in the eastern portion of North Carolina,
and west to Tennessee and Arkansas. -26 provides access to areas south of Asheville 1o
the cities of Spartanburg, Columbia, and Charleston, South Carolina. The area is also
served by the Asheville Regional Airport, which includes American Eagle, Conair, US
Airways, and Midway Connection. There are over 40 motor freight carriers serving the
area and Norfolk Southern Railroad provides rail freight service. Amtrak provides
passenger service to Greenville, SC, which is a connector on eastern U.S. Amtrak roufes.

COMMUNITY SERVICES

The Asheville area has eight banks with forty branches, three Savings & Loans with six
locations, and 11 credit unions with 13 locations. Medical facilities include three
hospitals .with 1,368 beds, 18 nursing homes with 1,551 beds, 430 doctors and 101
dentists. Communication facilities include nine newspapers; seven radio stations, four
television stations, and 20 post offices. The City of Asheville has a Council/Manager form
of government and Buncombe County has a Commissioner/Manager form of
government. The area is adequately served by over 200 religious facilities for Protestant,
Catholic, Greek Orthodox, and Jewish faiths. Asheville contains 62 -hotels/motels with
5721 rooms, and the area also contains two regional malls. '

CLIMATE

The annual averages for the climate in Buncombe County are shown as follows:

" Annual Average Temperature ’ : ¢ 55 Degrees F
Average January Daily Temperature 36 Degrees F
Average July Daily Temperature 73 Degrees F
Average Annual Rainfall L 47.6"
Average Annual Snowfall S 157"
Average Elevation i 2,165 feet
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SUMMARY

Located in western North Carolina, the Asheville area is a stable, diversified community
providing a good environment for people to live and work. It has good transportation
network, adequate utilities, a good employment base, and a stable population base. It
provides a good environment for locally oriented real estate investments in good
locations, and is considered a good area for real estate investment. The Chamber of
Commerce/Economic Development Division is aggressively marketing to new
industry/companies to move to their area. The Town of Woodfin, City of Asheville, and
Buncombe County are well positioned to attract residential and commercial growth,
and the area should remain strong for several years to come. We conclude the overall
economic conditions in Buncombe County appear to be good.
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RETAIL MARKET OVERVIEW

The Karnes Report indicated that as of the 4th Quarter 2007 there was approximafely
6,494,010 square feet of multi-tenant retail space in the greater Asheville market. The
overall occupancy was estimated fo be 90.90%. A summary of the Asheville market is

shown in the chart below:

CBD 34 564,437 93.559 .
East 23 2,329.130 151,973 6.50% $11.96 68,738 - 0 -688 -6.940

North 29 723,891 34,237 4.70% $14.10 0 0 -976 -976
Northwest 7 198.098 3,000 1.50% $11.00 ] o} 15,000 16,200
South 44 1,227,385 130,335 10.60% $16.83 339.014 47,000 -652 9,046
Southeast 1 40,470 0 0 N/A 0 0 0 0

Southwest 4 682,719 48,509 7.10% $11.03 o 0 0 3.966
West 28 727,880 129,722 17.80% $11.85 ] 120,300 0 -3.029
Totals 170 6,494,010 591,335 9.10% 31431 407.752 167.300 6,522 27.617

The subject property will be located in the North submarket of Asheville and currently
contains 723,891 square feet of space. The North submarket occupancy was estimated
at 95.30%. The average rental rate for the North submarket is $14.10 per square fooft.

The retail market in Asheville is dominated by two regional malls. The largest is the
Asheville Mall located in the eastern portion of Asheville at Interstate 240 and Tunnel
Road, and Biltmore Square, located in southwest Buncombe County at Interstate 26
and Brevard Road. These two malls share a market which is primarily all of Buncombe
County, and secondarily western North Carolina.

Asheville Mall is an enclosed mall containing approximately 897,676 square feet. It is
anchored by J.C. Penney, Belk, Dillard’s, Sears, and Montgomery Ward. It was
developed in 1973, expanded and remodeled in 1989, and expanded again in 1994.
Rental rates for local space range from $14.00 to $30.00, and it is near full occupancy.
Biltmore Square Mall, opened in 1989, contains approximately 700,000 square feet. tis
anchored by Belk, and Dillard’s. Rental rates for local space range from $12.00 fo $24.00
per square foot, which would include restaurant leases.

The maijor retail thoroughfare in Asheville is along Tunnel Road, South Tunnel Road, and
Ridge Road, from the Beaucatcher tunnel near the CBD south to Fairview Road. This
thoroughfare includes the Asheville Regional Mall, neighborhood shopping centers,
stand alone discount department stores, and power centers. Rental rates for local
space (excluding the mall) vary primarily on the age of the property, but generally
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range from $12.00 to $22.00 per square foot. Larger, single-tenant facilities range from
$5.00 - $12.00 per s.f. Occupancies are high for the newer centers, estimated to be from
97% to 100%.

The subject is located in the North submarket of Asheville and is the fourth largest retail
submarket containing 723,891 square feet within 29 buildings. It is considered that area
that is bounded to the east by Town Mountain Road (N.C. Highway 694) and the Blue
Ridge Parkway, west by the French Broad River, south by Interstate 240, and to the north
by the Madison County line. It is bisected by Interstate 26. Rental rates for local shop
space typically range from $4.00 per s.f. to $32.00 per s.f. with an average of $14.10 per
square foot, which has increased from the 3@ Quarter of 2006 of $10.84 per square foof.
The following summarizes the rental comparables for comparable retail space in the |
Asheville Submarket.

COMPARABLE OFFICE RENTALS

Rent Range Quoted Rent Type of

Name Address _Total Size SF Vacant Occupancy Per SF Per SF Lease

One Town Square at Biltmore Park One Towne Square Boulevard 60,428 184 99.7% $20.98 - $25.00 $26.00 NNN
Two Town Square at Biltmore Park Two Town Square Boulevard 58,819 8,439 85.7% $15.41 - $21.00 $23.00 NNN
Proposed Biltmore Park at Town Square - 1st Building

Coming Availabte Towne Square Boulevard 190,814 190,814 0.0% $26.00 $26.00 NNN
Gerber Village - Building G (1st Floor) - 2006 20 Fall Pippin Lane 7,227 4,257 41.1% $21.00 - $25.00 $28.00 NNN
Gerber Village - Building D {1st Floor) 2007 10 Crispin Court 17,086 6,559 61.6% $20.00 - $25.50 $26.00 NNN
Grove Arcade Building 1 Page Avenue 210,000 199,500 5.0% $10.00 - $24.00 $17.25 NNN
West Gate Shopping Center Westgate Parkway 100,000 38,732 61.3% $8.50 - $20.00 $20.00 NNN
Merrimon Square 840 Merriman Avenue 21,600 [} 100.0% $10.53 - $26.37 N/A NNN
Unanchored Retail Strip Center 1020 Merrimman Avenue 8,400 1,176 86.0% $18.00 - $22.00 $22.00 NNN
Unanchored Retail Strip Center 707 Meriman Avenue 10,000 [ 100.0% $18.00 - $24.00 N/A NNN

Unanchored Retail Strip Center 535 Meriman Avenue 18,000 1.800 90.0% $16.00 - $20.00 N/A NNN

Retail rental rates for space in the chart above indicates a range of $15.00 to a high of
$42.15 per square feet. In other areas of the city and county, depending on the
location, age and condition of the improvements, retail rental rates range from $15.00
to $30.00 per square foot, triple net.

Market lease terms in the Asheville area vary depending upon the location and age of
the center. Older retail centers and free standing retail buildings in inferior locations
typically have lease terms of 2 to 3 years in length, with minimal or partial pass through
of expenses. Tenant build-out above a “Vanilla Box" condition may be incurred by the
landlord on a case by case basis, dependent upon the type of tenant, occupancy of
the center, length of the lease, and the lease rental rate. Leasing commissions typically
average 5% of base rent over the term of the lease.

For newer centers, tenants typically have lease terms of from 3 to 5 years, with a full
pass through of expenses which typically include common area maintenance (CAM),
taxes, and insurance charges. Tenants receive a “Vanilla Box” space which is a space
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|

’ ! typically finished with acoustical ceiling and recessed lighting, painted sheetrock walls,
restroom and sink, and concrete floor. Free standing retail buildings may have longer
: lease terms of 5 to 15 years in length. Expense pass through for inline tenants of CAM,
1 taxes, and insurance typically average $0.80 to $3.00 per s.f. Tenant finish costs typically
l" average from $1.00 to $5.00 per s.f.

During the 4th quarter 2007, net absorption fofaled 6,522 square feet for the overaill
market- of Asheville. In the subject’s North submarket, there were no new projects
I; completed and the net demand for the year-to-date 2007 was -976 square feet. This

has resulted in the vacancy rate of 4.7% for the North submarket.

|
We are aware of three mixed-use projects under construction or proposed for the
subject’s Asheville market. The details of each project are listed below:

‘ sl
| ; ‘ Northwes 15,000
‘ South 7.896 2007

Total Completions 22,896

East Asheville Mall Expansion 68,738
South Biltmore Park Town Square 24,000
South Shops @ Meridian Place 28,868
South The Overlook @ Lake Julian 50,000
g : South Biltmore Village 36,146
T South Biltmore Park Town Square 200,000
| ‘ Total Under Construction 407,752
|
|
i ‘:
itHE
it
i
i \
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South Gerber Village 8,000
South Biltmore Village 15,000
South Biltmore Park Town Square Il 24,000
West West Gate Out Parcel 11,500
West Main Street Enda Village 11,300
West Main Street Enda Village 13,000
West Main Street Enda Village 11,500
West Main Street Enda Village 29.900
West Main Street Enda Village 43,100

Total Proposed 167,300

Barriers to Entry include legal constraints, as local planning officials carry out stringent
approvals for new projects, as well as the mountainous terrain in the Asheville area. The
terrain provides limitations that prevent typical urban sprawl development in outward
directions from the CBD. Some infill locations within the city have a higher potential for
commercial and office development than new sites, which often have difficult
topography issues. For this reason, office developments and retail developments in
Asheville tend to take place in areas that become available and have the proper
zoning instead of the systematic, spread out urban and suburban approach to
development that is found in other areas of North and South Carolina.
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OFFICE MARKET OVERVIEW

On the supply side, the Asheville office market is considered to be marginaily stabilized
at an overall occupancy of 86.50%. The market shows evidence of modest rental rate
increases, and absorption appears to be increasing albeit siower than the historical
figures due to the slowing of the economy, especially within the retail sector. Newer
facilities of quality construction and above average locations have the highest
occupancies and rental rates.

According to summary figures as of the fourth quarter 2007 (latest available) that was
provided to us by the Karnes Report organization, which tracks retail and office markets
in Asheville, the total office market in Asheville contains 4,037,541 square feet. The
Asheville Central Business District (CBD) is the largest submarket of the Asheville office
market with just over 2.1 million square feet. The majority of the buildings downtown is
older facilities, some of which have been renovated to meet modern office
requirements. The city and county government offices are located in the Asheville CBD.

The following summarizes Asheville's office market statistics derived from the Karnes
report. '

CBD 2,117,820 208,837 9.90% $17.41 73500 0 -7.584

East 7 48,068 2.036 4.20% $9.00 Q 0 0

North 33 295,839 56,451 19.10% $14.50 30,764 9.000 6,170 6,170
Northwest 6 29,587 14,783 50.00% N/A 0 0 0 -3.640
South 74 1,112,893 183,730 16.50% $18.90 128,865 120,000 -6.675 32,830
Southeast 2 8.948 4148 46.4 $23.00 0 24,000 Y] 0
Southwest 5 193,354 19.582 10.10% $17.88 0 0 11.722 12,626
West 25 231,032 55,103 23.90% $12.17 0 68,963 415 2200
Totals 258 4,037,541 544,670 13.50% $17.19 233,129 221,963 4,048 59,224

Other areas of Asheville and Buncombe County that contain office facilities focus
primarily along major thoroughfares. They include Bilimore Avenue and McDowell
Avenue between the CBD and southward to Interstate - 40. Additional clusters of
varying size can be found further south on Hendersonville Road between Interstate - 40
and the Arden-Skyland area in the southern part of the county; along Patton Avenue
and Haywood Road in west Asheville; along U.S. 70 in east Asheville; on Charlotte Street
and Merrimon Avenue just north of the CBD (in the subject’s submarket); on Piney
Mountain Road near Chunn’s Cove Road and 1-240; and along Interstate 26 near
Biltmore Mall at Ridgefield Park and further south on I1-26 at Biltmore Farms.
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Rental rates in the area are relatively homogenous. The subject will be located along
Merriman Avenue (once it gets re-routed to extend through the subject development in
the Town of Woodfin) or North Submarket, which is the third largest submarket in
Asheville with slightly under 300,000 square feet. This submarket shows one of the lowest
average rental rate at $14.50 per square foot and exhibits a vacancy rate of 19.1%
overall, with 30,764 under construction and an additional 9,000 square feet of proposed
space. The following summarizes the rental comparables for comparable new office
space in the Asheville Submarket.

COMPARABLE OFFICE RENTALS

Rent Range Quoted Rent Type of Expense

Name Address Total Size _SF Vacant  Occupancy Per SF Per SF . Lease Stop
One Town Square at Biltmore Park One Towne Square Boulevard 60,428 184 99.7% $15.64 - $42.15 $34.24 Full Service $6.80
Two Town Square at Biltmore Park Two Town Square Boulevard 58,819 8,439 85.7% $15.70 - $34.75 $23.80 Full Service $6.80
Proposed Biltmore Park at Town Square - 1st
Building Coming Available Towne Square Boulevard 45,000 20,000 55.6% $26.00 $26.00 Full Service $6.80
Gerber Village - Building C (2006} 2 Gerber Road 8,864 8,864 0.0% $22.00 $22.00 Full / Gross N/A
Gerber Village - Building G (2nd Floor) - 2006 20 Fall Pippin Lane 6,522 4,517 30.7% $16.00 - $25.00 $25.00 Full/ Gross N/A
Gerber Village - Building D (2nd Floor) 2007 10 Crispin Court 9,295 9,295 0.0% $20.00 $20.00 Full/ Gross N/A
Gerber Village - Building H Lofts - 2006 22 Fall Pippin Lane 8,587 3,378 80.7% $15.00 - $16.00 $16.00 Full / Gross N/A
Grove Arcade Building 1 Page Avenue 210,000 199,500 5.0% $18.50 - $25.00 $25.00 Full Service N/A
Nettiewood 76 - 84 Peachtree Road 30,000 14,714 51.0% $18.50 - $24.40 $23.58 Full / Gross N/A
Reynolds Mountain # 703 - Ashco Bldg. 75 Weaverville Road 4,846 4,846 0.0% $17.00 ___$17.00 NNN N/A
Proposed Reynolds Mountain - Building 508 {part
of Proposed subject development) 40 North Merriman Avenue 30,764 15,382 50.0% N/A $24.00 Full Service $6.00

Office rental rates for the downtown area for modern or renovated buildings are in the
$13.00 to $17.00 per square foot range, full service. In other areas of the city and
county, depending on the location, age and condition of the improvements, office
rental rates range from $12.00 to $26.00 per square foot, full service. Expense increases
are typically passed through to fenants over a base year stop, although it was
mentioned that some buildings have variations as to what expenses a tenant may pay
directly. ‘

For newer, Class A facilities, the market rent was estimated to be approximately $20.00
to $24.00 per square foot range. For the properties located in the $26.00 to $30.00 per
square foot range, deals are slow to get done since your local base tenants are not
biting on these rents. This rate is full service, with expense stops estimated to be from
$4.50 to $6.80 per square foot. Rental rate increases during the term are based primarily
on a portion of CPI or three percent. Medical offices in the Asheville area typically rent
from $1.00 to $2.50 per square foot higher, under the same terms and conditions. These
types of facilities usually have more rooms which are smaller, higher tenant finish quality,
and added plumbing and electric facilities. The Karnes Report indicated the overall
average rent in the Asheville market was $15.79 per square foot and in the North
submarket it was $10.69 per square foot. We believe these are full service rental rates,
although the survey did not specify.
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Rental terms vary. Some facilities indicate variations of the type of expenses that were
incurred by tenants. For instance, several office properties require tfenants to pay their
own janitorial and utilities, or fenants reimburse common area maintenance (CAM)
charges to the landlord in addition to their base rent, usually with base rental rates
adjusted commensurately downward if tenants directly pay or reimburse a portion of
operating expenses.

Several facilities, including the subject, lease office space on a full service rent basis.
Rental rates resemble those cited in the previous paragraphs adjusted downward to
reflect that the tenant is paying the ‘operating expenses. It also appeared that the
Asheville office market was price sensitive, especially for Class B space, even it was in
good locations.

Barriers to Entry include legal constraints, as local planning officials carry out stringent
approvals for new projects, as well as the mountainous terrain in the Asheville area. The
terrain provides limitations that prevent typical urban sprawl development in outward
directions from the CBD. Some infill locations within the city have a higher potential for
commercial and office development than new sites, which often have difficult
topography issues. For this reason, office developments and retail developments in
Asheville tend to take place in areas that become available and have the proper
zoning instead of the systematic, spread out urban and suburban approach to
development that is found in other areas of North and South Carolina.

Occupancy is relatively strong, although the Karnes Report indicates that the 4th
quarter 2007 overall office occupancy in Asheville is approximately 86.50%. in the North
submarket as of the 4t Quarter 2007, the overall occupancy was estimated to be
80.90%. Leasing activity had been relatively slow during the economic downturn from
late 2001 when occupancy was approximately 82% or 83%. The improving regional
economy has caused leasing activity to increase ifs current rate of approximately
90.2%. However, many local participants indicated many of the vacancies that are
occurring in the local market are located in older centers where owners are expecting
long-term leases at higher rates than what should be in order for an older center. We
suspect the current occupancy rate to be higher based on conversations with leasing
agents in the area. Newer or renovated facilities in good locations are experiencing
higher occupancies. Older facilities in the downtown area with limited parking were
thought to have the highest vacancies.

The market appears to favor Class A properties in-good locations, and it is these
properties are experiencing the highest oc¢uponcies and the highest rental rates.
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Although overall the market appears to be price sensitive, it is the Class A properties
that typically realize increased rental rates first when the market is improving.
Additionally, regional and national companies that are in Asheville or are considering a
move to Asheville consider rental rates for Class A facilities in Asheville a relative
bargain to other metropolitan cities in North and South Carolina, where rental rates for
comparable office space may be 10% to 25% greater than in Asheville.

It is estimated that rent growth rates during the past two years have been two to four
percent annually. The most recent office development has taken place along
Hendersonville Road in the Nettlewood office development, as well as in a 750-acre
master planned community known as Bittmore Farms located at the northeast quadrant
of Long Shoals Road and 1-26, whose centerpiece is known as Town Square. Mixed-use

office and retail buildings here are labeled One Town Square and Two Town Square,
while the 100 and 200 Technology Buildings have office space only.

Absorption of space in the North Submarket totaled 6,170 square feet for Year-To-Date
2007. The subject has currently begun pre-leasing on one of its proposed buildings,
which is Reynolds Mountain #703. This building will contain approximately 30,764 square
feet. According to Eddie Dewey of Spake Real Estate, approximately 15,382 square feet
has been pre-leased to YMCA focili’ry) and the remaining space is being quoted at
$24.00 per square foot, full service with a $6.00 expense stop.

Expense reimbursements: expense categories that are typically passed through to
tenants, on a full service basis, include taxes, insurance, non-structural repairs and
maintenance, utilities, janitorial, wages and salaries, security, and in some instances,
management fees. Expenses typically incurred by the landlord are capital reserves,
professional fees, leasing fees, and structural repairs. For newer, Class A non-medical
properties, expenses typically run from $5.00 to $6.80 per square foot.

Tenant improvements for Class A facilities were reported to range from $18.00 to $30.00
per square foot for non-medical tenants for first generation space. For second
generation space in similar facilities, tenant improvements would typically range from
$5.00 to $20.00 per square foot depending upon lease term, quality of the tenant, and
anticipated rental rate. Leasing commissions typically range from 4% to 6% for most new
tenants.
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CONDOMINIUM MARKET OVERVIEW

We have provided specific data demonstrating the growth and income levels in
Asheville and Buncombe County in comparison fo the state of North Carolina in the
neighborhood section of our report. The local market area shows specific data/trends
in the area of the subject that population, housing, income, and additional factors are
all on positive trends, which is expected to continue into the near future. The dafa was
provided by Claritas, Inc. Individuals are moving to Asheville for employment and/or
lifestyle. In our interviews with developers of other competitive condominium projects in
the Asheville area, we found that 50% to 60% of the buyers were moving from within
Asheville and Buncombe County and the balance were from other areas of North
Carolina and other states. The states of Florida, Georgia, New Jersey, New York, and
Ohio were of particular note, especially for high end properties. Many of the buyers
from inside Asheville were moving up or were downsizing empty nesters.

Job growth has fueled strong and consistent population growth for the Asheville area.
The continued strength and growth of the various industries are the catalyst for growth
in the local economy in general and in the real estate market in particular.

Luxury residential condominiums are a perfect fit for the Asheville market, especially in
the general neighborhood of the subject property. Condominium style fiving has
increased in popularity during the past five years in the City of Asheville. With a quality
project brought in at a market price, a developer could be expected to be very
successful.

Based on our discussion with Realtors who are involved in sale tfransactions of the
comparable properties, typical buyers are aged 40 to 60 years old. However, we
believe the buyers for the subject units may include some purchasers in their 60s or 70s.
Most are. transplants from other areas of the country who desire neo-traditional
suburban living but who like the freedom of luxury condominium living. We believe the
subject units will cater to these individuals but WI|| also include two other important
segments. We believe that some of the future owners of the subJeCT units will come from
nearby upper end subdivisions to include the Biltmore Forest subdivision. This subdivision
features relatively large homes in an affluent setting. The population in that subdivision is
aging. We believe some of the older residents who have large homes may desire fo
downsize and move to a condominium that features limited maintenance. The
proximity of the subject units fo shopping and medical is excellent.
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The other important market segment of prospective purchasers for the subject unifs are
likely to be commuters into the downtown area who work in and around the major
hospitals and central business district of Asheville. Memorial Mission Hospital and St.
Joseph Hospital merged several years ago creating a significant medical force in
western North Carolina. There are numerous medical practices that associate with
these hospitals. Some of the specialty physicians that work in the medical community of
Asheville come from other areas of North Carolina or the Southeast to work several days
a week in the Asheville area. This is very important given the fact that the general
economy in the Asheville area and in the Southeast is not as strong as a year ago.
However, medical professionals have not felt this downturn as strongly as the remainder
of the work force.

We have provided several charts that detail sales of condominiums and townhomes.
The first chart will show sales of condominiums and the prices they sold at in 2007 and
the period from October 2007 to December 2007. This was the latest data available for
our analysis. The second chart will show sales of condominiums priced over $300,000
that have sold over the last several years in the Asheville area. These charts are
detailed below.

10/07 - 12/07 107 9 0
2007 383 30 8

The chart above shows that a majority of the sales of condominium units are from
$350,000 and below. The next highest level of sales comes from the range of $350,000 fo
$750,000. The subject will have 225 units or 96.15% all within these two price ranges. The
remaining 9 units will be priced at $840,000. Therefore, we believe that based on the
above chart and the sales within the area, the subject prices are reasonable.

The chart below breaks out the sales by period and shows the number of sales and
average prices the condominium units sold for.

Condos $215,237 $183,843 7 $229.698 $201.423
Townhomes 72 $250.764 69 $248,790 271 $247.661 213 $272,031
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As can be seen there has been a decrease in the number of condominium unit sales
over the past few periods. This is mainly due to the slowing economy, however, we
expect the downturn in the economy to turn around by year end 2008 and we would
expect condominium sales to pick up. Townhome sales market has not been affected
as much as the condominium sales market. This.is mainly due to the fact that there are
a much smaller number of townhome developments in the market.

The subject will have asking prices ranging from $300,000 to $840,000 or $298 to $355 per
square foof. We have reviewed over ten communities in the Asheville area. Sales of
these communities ranged from $169,900 to $635,000 or $185 to $393 per square foof.
Many of these units are inferior in age/condition and in location. A similar community,
but larger in scale, will have condominium and townhome units above the retail and
office. This is the Town Square at Biltmore Park Development. Asking prices for units
above the retail and office ranges from $205,750 to $437,500 or on average, $250 per
square foot. We believe that the asking prices at the subject are reasonable based on
this information.
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DESCRIPTION OF NEIGHBORHOOD

DEFINITION

Within a community, there is a marked tendency toward the grouping of land uses. The
areas devoted to these various uses are fermed "physical neighborhoods". The term
neighborhood, in this context, is further defined as follows:

"A portion of a larger community, or an entire community, in which there is a homogenous
grouping of inhabitants, buildings or business enterprises. Inhabitants of a neighborhood
usually have a more than casual community of interests and a similarity of economic level
or cultural background. Neighborhood boundaries may consist of well defined, natural or
man-made barriers or they may be, more or less, well defined by distinct change in land
use or in the character of the inhabitants.”

LOCATION/BOUNDARIES

The subject property is located just north of the City of Asheville within the Town of
Woodfin, NC. The subject neighborhood is situated along the eastern portion of
Weavervilie Road (U.S. Hwy. 19, Business), between Beaverdam Road and Reynolds
Mountain Boulevard within the Reynolds Mountain community. The proposed
development will be located along the western portion of Senator Reynolds Road and
re-routed Merriman Avenue through the center of the project. When North Merriman
Avenue is re-routed, the heart of downtown Woodfin will be centered in the proposed
subject development’s master plan community. The subject property is located within
the downtown district of Woodfin, approximately 3.0 miles north of downtown Asheville,
NC. The subject neighborhood is located in an area that encompasses the Town of
Woodfin. The neighborhood boundaries are detail as follows:

. North | Reems Creek Road

South Merrimon Avenue/Beaverdam Road
Eos’r N Elk Mountain Scenic Highway

éWes‘r French Broad River

LAND USE

Land uses within the neighborhood are mostly commercial, office, and light industrial
with scattered residential uses located off U.S. Highway 19, Business (Weaverville Road)
and US. Highway 25 (North Merriman Avenue). Some of the commercial/business
oriented uses found along both sides of U.S. Highway 19,
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Business (Weaverville Road) in the Woodfin area and heading north include but are not
limited to the following:

e  Curras Restaurant;

e  Farside Farms Market;

e Harbor Oak Plaza {Get Roasted Coffee House; Franks Roman Pizza, New Bridge Used Books, Jemy's
Bibles & Books, Miss B's Consignment Shop, Pinnacle Engineers PC, Insurance North, and Handyman
Connection);

s  BP Shell Service Station;

e Red's 66 Service Station;

e  Green's Outdoor Landscape & Nursery:

¢ Ledford's Produce:

e Lone Bird Studio;

e Hot Spot Service Station;

. ABC Store;

e Garland’s Green House;

e Bellagio Bistro;

e Ambiance Opfique:;

e Weaver Nails;

e  Designers Outlet;

e  Appearances Salon & Spa;

. Days Inn;

¢ Town & Country Apartments;

¢ Bake Shoppe;

e  Fox Run Veterinary Service;

+« Newbridge Café;

. Newbridge Apartments;

« Town & Country Square (Gail's Mattress Outlet, Gail's Variety Shop; Flower's Discount Bakery Store,
Electric Tan & Salon, Magic Shop, Bustle's Hardware, and Tim's Sewing Machine Sales & Service);

. Ference Cheese, Inc.;

e Allstate;

. Blue Ridge Lamp & Shade;

. Emory Electric;

e Stone Ridge Business Park {Subway: Camaraderie Café, Blue Ridge Kennels; Cleveland Family Service,
Upper Cut, Care Partners, Karate, Healing Solutions, and The Floor Show);

e Creative Image:

e« North Area Self Sforage:

. Hoagie Philly House:

e Stephens Upholstering;

s  Carolina Baptist; Gibbs Radio Company;

. 1st choice Insurance;

e The Fireplace Restaurant;

e Do It Best Hardware:
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There are more commercial developments located south along U.S. Highway 25 (North
Meriman Avenue) heading towards downtown Asheville. Some of the commercial
developments include but are not limited to the following:

e  Asheville Ballet;

e Reece Tire Deals;

e  Pizza Hut;

. Country Corner Apartments:

e  Nick's Grill;

. Home Folks Diner;

. Accucare;

e Secrets of Duchess;

¢ Weft Paint;

. Frazier's Steak & Seafood;

+ Citgo Service Station;

e« Lakeview Park;

. Beaver Lake;

«  Shoppes at Beaver Lake (Studio Custom Framing & Fine Art, Paris Bakery & Café, The Arch, Waggers
Dog Depot; and Bella Chic Salon & Spa);

. Beverly Hanks & Associates Realtors;

e  Artisan Catering & Deli;

s Ski Country Sports;

. ingles Grocery Store;

e  Starbucks;

. The Kutters Edge:

. Northland Shopping Center (Fresh Market, CiCi's Nait Salon, Margaret’s Hallmark, Coin Laundry, B.
Julian Ltd., and Marco’s Pizzeria & Restaurant);

¢  Capital Bank;

e«  BP Service Station;

¢ Mountain Java;

e  Bank of America Branch Bank:

e Save-More-Foods;

e Rite Aid Pharmacy;

s Stein Mart;

e  Exxon Service Station;

e Walgreen's;

e  Northside Grill & Bar;

. BB&T Branch Bank;

¢ Pappa Johns;

. Subway;

e  UPS Store:;

. Blockbuster Video;

. Houser Shoes;

| «  Wachovia Branch Bank:

¢  McDonald’s;

e State Farm Insurance;

e  Asheville Savings Bank:

« The Medicine Shoppe;

e The Toy Box;

The neighborhood is provided with supportive uses, including a mali, strip shopping
centers, public schools, and houses of worship.
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The following is a list of supporting uses located near the subject property:

Supporting Use Distance From Subject

Business areas 0.25 - 3.0 miles
Asheville Country Club 1.0 miles east
Asheville Regional Airport 18.3 miles south
Highland Hospital 1.5 miles south
St. Joseph Hospital 8.0 miles southeast
Memorial Mission Hospital 8.25 miles southeast
Charter Hospital 8.5 miles southeast
City of Asheville 3.0 miles south
Biltmore Estate 10.4 miles southeast
Grove Park Inn 2.5 miles southeast
Woodfin Eiementary School 0.5 miles southwest
Catholic Community School 0.5 miles southeast
Asheville Middle School 4.75 miles southeast
Asheville High School 7.75 miles southeast
University of North Carolina Ashevilie 2.5 miles south
Major Food Chains 0.25 - 3.0 miles
Restaurants 0.0 - 3.0 miles
Town of Woodfin Fire Department 0.50 miles southwest
Town of Woodfin Police Department 0.50 miles southwest
Fast Food Establishments 0.10 - 3.0 miles
Convenience Store/Service Stations 0.10 - 3.0 miles

The primary residential development in the neighborhood is single-family residences in
established residential subdivision communities. The typical residences in fhe
neighborhood have typical price ranges from $100,000 to $400,000, according to
Claritas data. The majority of residences in the neighborhood are indicated to have
been built in 1940 through 1980, according to Claritas data. The claritas statistics, as
they are based on 2000 census data, do not accurately address the new development
inclusive of the adjoining Reynolds Mountain planned residential development. The
housing market was considered to be increasing in value, with single-family houses
ranging form $750,000 to $2,000,000 in sections of the Reynolds Mountain development.
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Residential developments in the immediate neighborhood include the adjoining
developed phase 1 and the developing phase 2 of The Village at Reynolds Mountain,
and the established area of northwestern Greater Asheville. This area includes the
Asheville Country Club as well as neighborhoods in immediate proximity of the
University of North Carolina — Asheville campus. According to information obtained from
Claritas Inc., the following information was gleaned:

. 1-Mile Radius | 3-Mile Radivus | 5-Mile Radius :
2000 Median All Owner-Occupied $125,000 $91,176 $89.689
Housing Value
2008 Estimated Median All Owner- $181,633 $209.834 $172,413
Occupied Housing Value
2008 Median Year Built 1967 1967 1968
2008 1 Unit Detached (percentages) 68.73% 63.80% 62.25%
2008 1 Unit Attached (percentages) 1.03% 291% 2.42% |
2008 2 Units 1.52% 3.68% 3.48%
2008 3 to 19 Unifs 897% 13.65% 14.66%
2008 20 to 49 Units {percentages) 0.65% - 1.22% 2.23%
2008 50 or More Units (percentages) 0.33% 0.22% : 3.19%
2008 Mobile Home or Trailer 18.71% - 14.50% : 11.74%
2008 Boat, RV, Van, efc. 0.00% | S 001% |  0.03%

: Source: Claritas, Inc.

GROWTH PATTERNS

Growth in the neighborhood has been increasing. The area of Woodfin has shown
steady growth in the last ten years. Woodfin's convenient location to the downtown
area of Asheville, have made it attractive for people 1o live in the area. The location is
also in close proximity to University of North Carolina Asheville. Over the next decade,
confinued growth is expected to generate numerous job opportunities for the locai
community. ’

The main reason that the current growth along with projected future growth is to occur
is the convenient access of the area to Interstate 26/US Highway 19/23. This convenient
access will continue to promote residential development in the area for residents who
work in the downtown area of Asheville as well as ofher parts of Asheville. As retail and
office development occurs in the subject neighborhood, the convenient access in to
and out of the area will be an advantage compared to other areas of Asheville that
lack this type of non-congested easy access, especially compared to the downtown
area that lacks adequate free parking and more modern retail and office
developments. South Asheville has become more congested since the majority of the
growth has occurred in this area over the past 20 years. Also, given the limited amount
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of developable land due to the roling topography in the area, the subject
neighborhood is the last undeveloped area with gently sloping topography north of
Asheville along Interstate 26/US Highway 19/23. The area north of the subject has much
steeper topography, which makes development less likely. Therefore, the subject
neighborhood is considered an excellent area for a mixed-use development and the
“end point” for commercial development and high density residential development
north of Asheville. '

DEMOGRAPHICS
Population growth has been on an upward frend within the subject neighborhood.
Selected Demographics from the town of Woodfin, Asheville, and Buncombe County
are shown in the table below:

POPULATION
BASED ON LOCATION OF SUBJECT PROPERTY
| Woodfin Asheville | Buncombe Co.
; 2013 {Projection} 3,507 72,865 239,990
{2008 3,364 70,962 226,674
2000 3,162 68,889 206,330
% Change 2008-13 4.25% 2.68% 5.87%
%Change 2000-08 1 639% | 301% 9.86%
INCOME
BASED ON LOCATION OF SUBJECT PROPERTY
S TR U S i-Woodfint - ‘Asheville - : ‘Buncombe Co
2008 Median Household Income $35,482 $51,230 $ :
2008 Average Household Income $49,295 { $64,926 $52,664
2008 Median Home Value $109,080 $173,758 $165,321 :
2008 % College Graduates 19.51% 37.01% 32.11%

As may be noted, population has increased over the past ten years within both the
towns of Woodfin and Ashville and Buncombe County. The differences in lower incomes
and home values from Woodfin to Asheville and Buncombe County is the fact that
Woodfin for a long time has been mainly a rural area of Buncombe County with a large
amount of undeveloped area. This is the main reason for the differences in the chart
above. However, as developments like the subject and a few other high end
subdivisions occur in the Woodfin areq, the differences should narrow between Woodfin
compared to the City of Asheville and Buncombe County.
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TRAFFIC ARTERIES/TRANSPORTATION

U.S. Highway 19, Business (Weaverville Road) is a two-lane roadway that extends to U.S.
Highway 25 (North Meriman Avenue) just south of Reynolds Mountain fo the south and
weaverville, N.C. to the north. Access throughout the subject neighborhood is primarily
by way of either U.S. Highway 25 (North Merriman Avenue) or N.C. Highway 19 /23 / US.
Highway 70 / Interstate 26. US. Highway 25 (North Merriman Avenue) is a two-lane
roadway that currently ends at the city limit of Asheville along the southern boundary of
the subject’'s master plan development. However, U.S. Highway 25 (North Merriman
Avenue) will be re-routed to extend north through the Vilage development in the
subject neighborhood extending north towards traffic light at N.C. Highway 19 / 23 /
US. Highway 70 / Interstate 26. This will give the main corridor to the subject
neighborhood a North Merriman Avenue address. U.S. Highway 25 (North Memriman
Avenue) provides the subject neighborhood access to downtown Asheville
approximately three miles to the south. Also, due to Woodfin's convenient location to
Asheville, existing N.C. Hwy. 19 / 23 / U.S. Highway 70 / Interstate 26 serves as commuter
traffic for people working outside Buncombe County area and provide access to -240
and 140.

The nearest commercial dirport is the Asheville Regional Airport, which is located
approximately 18.3 miles fo the south of Woodfin.

UTILITIES

The subject neighborhood is located in the Town of Woodfin, and the City of Asheville,
and is served by all of the utilities provided by the Town of Woodfin, the City of Asheville,
and Buncombe County. These utiities include water and sewer service. Electricity
service is provided by Carolina Power & Light Company, natural gas service provided
through PSNC Energy, a division of Scanna Energy. and tfelephone service provided
“through Bell South in conjunction with various long distance vendors.

ZONING

Zoning in the subject neighborhood is promulgated through the Town of Woodfin, the
C|’ry of Asheville, and Buncombe County Planning and Zoning Departments. The
primary zonings in the area of the subject property are commercial at intersections and
along the major thoroughfares with residential zoning interspersed behind the
commercial frontages. Residential zoning classifications for single family and multi-family
facilities are found in surrounding neighborhoods, with varying densities represented.
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ENVIRONMENTAL CHARACTERISTICS

Primary characteristics include any nuisances or hazards resulting from inferior or
improper land uses within the subject neighborhood. Based upon our inspection, uses
within the neighborhood do not appear to be a nuisance or hazard. The topography of
the land is moderately sloping, to mountainous, which is associated with the
topography generally found in this area of the state. There were no known
environmental nor nuisance characteristics observed which would prove detrimental to
development in the subject neighborhood. A Phase | environmental study for the
subject property was provided for our consideration in this analysis. It revealed no
adverse environmental conditions. The values indicated within this analysis are
contingent on there being no environmental factors existing with regard to the subject
areq.

CONCLUSION

The neighborhood is located in northwestern section of Greater Asheville, North
Carolina. The area has experienced population and household increases over the past
ten years, with the trend anticipated to continue, albeit at a slower pace, over the near
term, based on historical empirical evidence. The median household income levels
indicate a traditional suburban middle to upper middle-income setting. Area highways
adequately service the area. There has been slow but steady recent development in
the area in recent years, since 2000. Areas such as the subject, will serve to strengthen
the immediate areas following well beyond the immediate region. Therein, the new
developments, including the subject development, will dramatically alter the future
growth patterns, beyond what would be forecast from empirical evidence. In
considering the four cycles of neighborhood development (growth, stability, decline,
and revitalization), the subject neighborhood is considered to be in a growth stage.
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SITE DESCRIPTION

LOCATION

The proposed Phase V development site is situated mainly along Weaverville Road
petween Old Beaverdam Road to the south and the Interstate 26/Weaverville
Connector Road fo the north. Only a small protion of the site is located along the
western side of Weavervile Road. Phase V] is all located to the east of Weaverville
Road located mainly to the north and south of Phase V. All of Phase VIi land is located
to the west of Interstate 26, extending west toward the French Broad River. The entire
development is located within the town of Woodfin, Buncombe County, North Carolian.
The Village at Reynolds Mountain development site is located in the northeastern
section of Woodfin, North Carolina. The site is situated in central Buncombe County.

ASSESSORS PARCEL NUMBER

The proposed development sites, to be developed with the The Vilage at Reynolds
Mountain, mixed-use land development are recorded in the Buncombe County Tax
Assessor office and are identify by the tax map parcel numbers shown in the tables
below. The first table shows Phase V and the second table is all the lond for future
development for Phases VI and Vil

9730.08-87-0907
9730.08-78-7600
9730.12-76-7375
9730.12-86-0990
9730.11-77-2193
9730.11-67-9134
9730.07-78-2498
9730.07-78-3385

9730.12-76-7811
9730.11-66-8789

9730.07-68-9563
9730.11-66-7976
9730.10-47-2365
9730.07-68-5880
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SIZE/DIMENSIONS

We were not provided with a current survey of the property. The size of Phase V is 52.36
acres. The size of Phases VI & VI land remaining for future development is 112.31 acres.
Therefore, the total size of all three phases is 164.70 acres.

TOPOGRAPHY

The topography of the property is rolling to moderate grade slopes. The property is at
road grade along Weaverville Road to the west with a moderate upward siope to the
east along the base area of Reynolds Mountain.

Surface runoff is anficipated to be accommodated by storm drainage systems to
adjoining runoff retention areas, as required by the Town of Woodfin Board of Aldermen
and the Planning and Zoning Adjustment Board. The subject property was found to be
located on Department of Housing and Urban Development/Federal Insurance
Administration Flood Hazard Boundary Map - Community Numbers 37021C0189 C,
(Buncombe County, North Carolina,), having an effective map revised date of May 6,
1996. Thereon, the subject property is indicated to be located in a “Zone X” areq. “Zone
X" areas are outside of the 500-year flood plain are not considered areas of immediate
flood hazard potential. As of the date of inspection, there was no noted evidence of
standing water. The proposed drainage systems are anticipated to be professionally
designed and should serve the mixed-use lond development adequately. No
topographical features or conditions, considered to negatively impact marketability,
were noted.

SOIL& ENVIRONMENTAL ANALYSIS

We were not provided with soil analysis; however, we were provided with a Phase |
Environmental. No environmental hazards were noted. Within this analysis we have
assumed that the site is free of environmental concemns. This area of North Carolina is
rated among the highest in Radon zones due to subsurface rock formations. Within the
analysis, no warranty is implied as to the suitability of the soil for development. The
values rendered herein are premised on the assumption that no adverse soil conditions
exist. The site has a “Brownfield Status.” A brownfield site is land previously used for
industrial purposes or certain commercial uses that may be contaminated by low
concentrations of hazardous waste or pollution and has the potential to be reused
once it is cleaned up. The state's environmental agency in cooperation with the EPA
have entered into an agreement, known as a “Brownfield Agreement,” which is mainly
an agreement by the developer to perform those actions deemed by the department
to be essential to make the property suitable for the proposed reuse. At the heart of
the program is a covenant not-to-sue offered to a prospective developer of a

FRED H. BECK & ASSOCIATES, LLC 45
B-52




THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

Brownfield property. A copy of the Brownfield Agreement is included in the Addenda
for the reader’s reference to better understand the agreement and ifs infent.

EASEMENTS/ENCROACHMENTS

The subject property is impacted by typical utility easements provided to utility
providers, which extend along the boundaries of the property. The property is also
anticipated to include sub-surface storm drainage easements, which will extend across
the property to runoff-retention areas.

LEGAL CONSTRAINTS

The subject is located in the Town of Woodfin, North Carolina. Therein, the property s
subject to zoning and use ordinances promulgated under the auspices of Town of
Woodfin Board of Aldermen and the Planning and Zoning Adjustment Board. We
conferred with Mr. Jason Young, Zoning Administrator, with the Town of Woodfin, North
Carolina, and confirmed that the subject property’s development plan was approved
by the Town of Woodfin Board of Aldermen and the Planning and Zoning Adjustment
Board. The property is currently zoned either, C-S, Community Shopping District or MV,
Mountian Village District, by the Town of Woodfin, North Carolina. According to Mr.
Young, “The Reynolds Village development is a Conditional Use development within the
Mountain Village that has been fully approved by the Town of Woodfin for a mixed use
commercial/residential development. The approved development includes a mixture
of single family, multi-family, civic and professional space, as well as traditional retail
shopping. The Conditional Use permit, however, grants the right to build out as
described in the attached site plan. The unit numbers for residential and the square
footage numbers on the various spaces are granted in their entirety.” A copy of the site
plan is included in the addenda of this report. The development components are
shown on the developer's pro forma and construction budget. A copy is included in
the Addenda.

ACCESS / FRONTAGE

The Reynolds Mountain planned residential development, and the subject sites, are
accessible by several routes, which include Interstate 26/19, Merrimon Avenue from
Ashevilie to the south and Weavervile Road from Weaverville, North Carolina fo the
north.

The major ftraffic  arteries through the neighborhood include Mermimon
Avenue/Weaverville Road, and Interstate Highway 26/Route 19/23. Merrimon Avenue
extends in a southwest-north direction and connects the City of Asheville CBD with the
Woodfin and Weaverville, North Carolina areas. It is a four-lane roadway in most areas,
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with a center turning lane. Intersections with other major roadways include turn lanes
and traffic signals. Interstate Highway 26 West/Route 19/23/70 serves as an interstate
highway adjoining Asheville, to the south, with Johnson City Tennessee, to the north.
Interstate  Highway 26 West/Route 19/23/70 is a limited access highway with
inferchanges.

The proposed subject mixed-use land development will have direct access to Merrimon
Avenue/Weaverville Highway by way of interior streets to be established within the
development. There are a number interior streets currently planned, all extending off
Senator Reynolds Road. All interior streets are anticipated to be two-lane undivided
local streets. There are brick sections planned at the entrance, with a roundabout
planned between the frontage out-parcels and the interior retail locations.

According to our site plan, The Vilage at Reynolds Mountain will create a new
downtown shopping district. The current road exiting Merrimon Avenue into Newbridge
Shopping Center will be called North Merrimon Avenue and will extend north through
the Redmon property. It will exit through other properties in a northwesterly direction
back to Weaverville Road at the light with Weaverville Road and Interstate-26 (US.
19/23/70). The out parcel components of the Vilage at Reynolds Mountain will be
located at the intersection of the proposed North Merrimon Avenue and Senator
Reynolds Road.

The Village at Reynolds Mountain will include a traffic signal fo be installed at the
infersection of Senator Reynolds Road and Merrimon Avenue/Weaverville Highway.
Otherwise within the proposed development the orderly traffic flow will be maintained
by intersection signage. The subject development is anticipated to be benefited by
good visual accessibility from Merrimon Avenue/Weaverville Highway and Senator
Reynolds Road, as it will have professionally designed manicured entranceways into the
area. The physical accessibility of the proposed mixed-use land development is also
anticipated to be good.
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UTILITIES

All utilities and services, available in the neighborhood, inclusive of water, waste-
removal, electricity, telephone, natural gas and refuse removal are also available to
the subject site. These include services detailed on the following exhibit.

AVAILABLE UTILITIES/SERVICES

: Electrical ; Carolina Power & Light

- Natural Gas PSNC Energy, a Scanna Company, in limited areas
Water Woodfin Utilities Department
Waste Water Removal Woodfin Utilities Department
Telephone " Local Bell South

_ Long Distance © Various Vendors

' Fiber Optic ' . Time Warmer " BeliSouth

SUMMARY

It is our opinion that the proposed subject property does not have any characteristics
that would impede its development potential. Also, the physical accessibility of the
subject property is anticipated to be adequate, i.e. the ingress and egress onto the
property. The proposed mixed-use land development appears designed to be
adequately served by enfranceways, with a traffic signal allowing for smooth traffic
ingress and egress. This level of accessibility is equivalent to the competing residential,
office and retail properties in the immediate area. Based on our inspection and review
of the available plans for development, the proposed mixed-use land development
property appears to be designed to fulfill the purpose for which it is to be developed in
each of the categories enumerated in detail in the preceding paragraphs.
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DESCRIPTION OF THE IMPROVEMENTS

GENERAL DESCRIPTION

The subject property is a mixed-use land development, which is proposed. The
infrastructure to be installed includes roadways, runoff retention areas, and utilities
accommodations for commercial out-parcels, interior commercial/retail tracts,
condominium development land, and townhome development land, based on
demand. Under this analysis of the development presented herein, development of the
property will render the individual pads, lots, parcels, and tracts accessible and ready
for sale and development.

SITE IMPROVEMENTS
The following site improvements are anticipated on the subject property:

¢ Llandscaping consisting of grass, shrubs, and small ornamental trees at the main
entranceway along the eastern side of Weaverville Road, along the interior intersections of
the development, and along the frontages of Weavervile Road accommodating the
streetscape plan with frees, side development with trees and sidewalks.

» Allinterior roadways paved in asphalt surface with brick frim work at the major intersections
on Senator Reynolds Road, with roll-up concrete curbs and gutters.

e Water drainage systems and storm sewer, interior sidewalks and street lights.

» Utilities infrastructure to accommodate water, sewer, gas, telephone, fiber opfic, as
required by arrangement with various vendors.

¢ Site grading fo allow for surface runoff to the runoff retention areas.
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ASSESSMENTS AND TAXES

The valuation of the subject property for taxation is completed by the Buncombe
County Tax Assessor’s Office. Real estate taxes on the subject property are levied by
Buncombe County, North Carolina and the Town of Woodfin. The taxable values, for
both Buncombe County, North Carolina and the Town of Woodfin, are determined by
the Buncombe County fax assessor’s office. Taxes are based on 100 percent of the
estimated market value (ad valorem). To calculate the fax bill, the ad valorem tax
appraised value is multiplied by the tax rate affributable to the appropriate counties
and municipalities and divided by 100. Any additional fees, such as solid waste fees or
fire department levies are added on the bill as separate items. The real estate tax rates
for Buncombe County are determined by county government. These rates are based
on 100 percent of the assessed value.

The tax rate for the Town of Woodfin in 2007-2008 is indicated to be $0.790 per $100 of
valuation, for Buncombe County and the Town of Woodfin. All tax rates include schools
budgets and fire district accommodations, where appropriate. Historic tax ratfes for
these areas are detailed as follows:

Jurisdiction 2007-2008] 2006-2007] 2005-2006] 2004-2005] 2003-2004] 2002-2003
Buncombe ' “

County $ 0525|% 0530|% 0590([$ 059(3% 059(3$ - 059
Town of

Woodfin 0.265 0.265 0.285 0.285 0.285 0.325
Total $ 0790[$ 0795]% 0875]%$ 0875]% 0875]% 0915

Based on our research the subject property is currently maintained as multiple tax map
parcel numbers. For the 2007/08 tax year, the properties are shown as being held in the
name of Reynolds Village Residential Partners, LLC or Reynolds Village Mountain
Partners, LLC. The sizes of the fracts should change upon recording of future surveys,
and upon development with streets. '
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The valuations, concluded by the assessor, which were ufilized in the 2007 assessment,
are as follows:

.
\ 9730.08-87-0907 31.15 $ - $ 60,600 $ 360,600
\ 9730.08-78-7600 8.33 $ - $ 620,500 $ 620,500
\ 9730.12-76-7375 0.35 $ - $ 122,200 % 122,200
\' 9730.12-86-0990 1.54 $ - $ 100 $ 100
\ 9730.11-77-2193 92.12 $ - $ 659,200 $ 659,200
\ 9730.11-67-9134 0.34 $ 119,000 % 152,400 $ 271,400
\' 9730.07-78-2498 1.04 $ - $ 35300 $ 35,300
\ 9730.07-78-3385 0.49 $ - $ 31,700 $ 31,700
Vi 9730.12-76-7811 8.06 $ - $ 613,100 $ 613,100
Vi 9730.11-66-8789 0.6 $ 115800 $ 120,700 $ 236,500
Vi 9730.07-68-9563 2.04 $ - $ 336,900 % 336,900
VI 9730.11-66-7976 0.4 $ - $ 214700 $ 214,700
Vi 9730.10-47-2365 100.25 $ 69,700 $ 2,218,400 $ 2,288,100
Vi 9730.07-68-5880 0.96 $ - $ 202,600 $ 202,600
164.67 $ 304,500 $ 5,688,400 $ 5,992,900

The tax burden is shown in the chart below.

\ ‘ 730.08—8 0907 $ 360,600 $ $ $0.79 $ 2,848.74
\ 9730.08-78-7600 $ 620,500 100% $ 100 $ 6,205 $0.79 % 4,901.95
\ 9730.12-76-7375 $ 122,200 100% $ 100 $ 1,222 $0.79 $ 965.38
\ 9730.12-86-0990 $ 100 100% $ 100 $ 1 $0.79 % 0.79
v 9730.11-77-2193 $ 659,200 100% $ 100 $ 6,592 $0.79 % 5,207.68
\ 9730.11-67-92134 $ 271,400 100% $ 100 $ 2714 $0.79 % 2.144.06
\ 9730.07-78-2498 $ 35,300 100% $ 100 $ 353 $0.79 % 278.87
\ 9730.07-78-3385 $ 31,700 100% $ 100 $ 317 $0.79 % 250.43
\ 9730.12-76-7811 $ 613,100 100% $ 100 § 6,131 $0.79 $ 4,843.49
1 9730.11-66-8789 $ 236,500 100% $ 100 % 2,365 $0.79 % 1.868.35
N 9730.07-68-9563 $ 336,900 100% $ 100 § 3.369 $0.79 $ 2,661.51
Vi 9730.11-66-7976 $ 214,700 100% $ 100 % 2.147 $0.79 3% 1,696.13
Vil 9730.10-47-2365 $ 2.288,100 100% $ 100 § 22,881 $0.79 $ 18,075.99
Vi 9730.07-68-5880 $ 202.600 100% $ 100 % 2,026 $0.79 $ 1,600.54

Totals $ 5,992,900 $ 59,929 $ 47,343.91

TOTAL 2007 TAX BURDEN $47,344
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ZONING/LAND USE CONTROL

The property is subject to the provisions of the Town of Woodfin Zoning Ordinance.
according to the Town of Woodfin Zoning Department, the sites are zoned for mixed
use development and include C-S, Community Shopping District, MV, Mountain Village
District, and R-43, Residential District. Phase V is all zoned C-3, with a small porfion being
soned R-43. All the property fo the west side of Weaverville Road is zoned MV.

we conferred with Mr. Jason Young, Zoning Administrator, with the Town of Woodfin,
North Carolina, and confirmed that the subject property’s development plan was
approved by the Town of Woodfin Board of Aldermen and the Planning and Zoning
Adjustment Board.

The Town of Woodfin zoning regulations govern the site and according to their records,
the property located in Phase V is zoned C-S (Community Shopping District), with a
small portion zoned R-43 (Residential District). Most of the properties in the
neighborhood are zoned for a mix of commercial and residential purposes.

The purpose and intent of the Community Shopping District is to «__establish as a district
in which retail frade and consumer service uses will expand as the community’s and
region’s population increases.”

Within the Community Shopping District, the following dimensional requirements shall be
complied with. No yards are required except that where a lot abuts a residential district
there shall be a side and rear yard clearance of at least 15 feet. All buildings and

apparatus shall be designed and landscaped in such a way as to blend in with the
surrounding area. The C-S zoning classification is included in the Addenda of this report
for the reader’s reference. Our review of the zoning ordinance and regulations leads us
to the conclusion that the existing improvements are a legal and conforming use of the
site. Under a conditional use permit from the Woodfin Zoning Board, Phase V has been
approved for the development of 350 residential dwellings, 25,000 square feet of
professional office space, and 250,000 square feet of retail space.

The purpose and intent of the Mountain Village District is to «_ . establish as a district fo
permit a full range of high density mulfi-family housing types along with limited
institutional, public and commercial uses appropriate within high density residential
areas. It is infended that this district be located near employment centfers, shopping
facilities, roads, and ofher urban infrastructure capable of handling the demand
generated by high density residential development.”
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Within the Mountain Village District, the following are permitted uses: residential
dwellings; single-family detached, single-family zero lot line, multi-family; recreational
uses; arborefums, golf courses, passive parks; institutional uses: public/semi-public,
community centers, fire/police stations, and libraries. We did not receive a site plan for
the subject site; however, based on the MV zoning classification we would anticipate a
high-density residential development with some institutional and commercial
development.

According to information provided by the developer, it is our understanding that the
areas, comprising the streets, will be dedicated to the county and not maintained by
the developer. The various parcels adjoining the streets will be granted easements and
access right-of-ways. Also, the subject commercial development will likely be subject to
cross easements for the commercial and retail parcels to be developed. These cross-
easements are considered typical of this type development. Other than easements
and restrictions cited above, there are no apparent encumbrances, impacting the
subject property that would typically be considered to adversely affect the overall site
utility or potential marketability of the property.
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HIGHEST AND BEST USE

The highest and best use for land or a property can be defined in two ways; as vacant
and as improved.§ As vacant, the definition is:

“Among all reasonable, altemative uses, the use that yields the highest present land value,
after payments are made for labor, capital, and coordination. The use of a property based
on the assumpfion that the parcel of land is vacant or can be made vacant by
demolishing any improvements.”

As improved, the definition is:

“The use that should be made of a property as it exists. An existing property should be
renovated or retained as is so long as it continues to contribute o the total market value of
the property, or until the return from a new improvement would more than offset the cost
of demolishing the existing building and constructing a new one.”

The first type of highest and best use, the highest and best use of land or a site as
though vacant, assumes that a parcel of land is vacant or that it can be made vacant
through the demoilition of any improvements. The question to be answered in this type
of analysis is "what use should be made of it and what type of building' or other
improvement (if any) should be constructed on the land?

The second type of highest and best use, highest and best use of a property as
improved, perfains fo the use that should be made of the property, as it exists. Should
the existing improvements be maintained, renovated, expanded, partially demolished
or should it be replaced with a different type use? The purpose of highest and best use
analysis is different for each type of highest and best use examined.

For each type of highest and best use, the criteria used is that the highest and best use
must be 1) legally permissible, 2) physically possible, 3) financially feasible, and 4)
maximally productive. The subject is anticipated to be a developed with The Village at
Reynolds Mountain mixed-use land development that is currently proposed. Therefore,
we wil present an analysis “As Is”, regarding the undeveloped land, and “As
Completed.”

§The Dictionary of Real Estate Appraisal, 3rd ed. (Chicago: The Appraisal Institute, 1993), p. 171.
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AS IS

LEGALLY PERMISSIBLE USES

The first criterion for analyzing highest and best uses addresses, which uses are legally
permitted under the current zoning regulations. They are best defined as those
permitted under the zoning classifications by the Town of Woodfin Board of Aldermen
and the Planning and Zoning Adjustment Board. The current zoning districts MV,
Mountain Village District, C-S, Community Shopping District, and R-43, Residential
District, allows a specified mixture of higher density residential townhomes,
condominiums, office/professional use, and retail uses, all within the same area. Based
on the surrounding land use patterns, most especially in the recently developed areas
along Merrimon Avenue/Weaverville Road, which includes retail development, and
recent development, along Reynolds Mountain Boulevard, which has included
townhome and apartment development, and office development, utilization for
mixed-use land development would appear supported.

PHYSICALLY POSSIBLE USES

The second criterion for examining the highest and best use considers what uses are
physically possible. Some uses may be inappropriate due to physical characteristics
such as size, shape, available ufilities, soil conditions, and/or topographical
characteristics. The property is considered functional for development of the mixed-use
land development proposed to be completed thereon, i.e. the size of the land, limiting
the size of the improvements. Ingress and egress is concluded good and the proposed
property has access to all public utilities as well as available privately provided services.

We assume that the soil conditions are adequate, however, we were not provided with
a subsoil stability report. This area of North Carolina is among the counties which have
the highest concentrations of Radon gas, in the state, due to sub-surface rock
formations. We were provided a Phase | Environmental Site Assessment by the
developer, which indicated that there were no conditions indicative of a release or
threatened release of hazardous substances and petfroleum products at or near the
subject site. This valuation is premised on the property not being impacted by any
detrimental environmental nor soil stability conditions. Based on the physical
characteristics of the site, it is our opinion that development of a mixed-use land
development would be physically possible on the subject site, confingent on any
environmental or subsoil issues being clarified to the satisfaction of the lender prior to
collateralization.
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FINANCIALLY FEASIBLE USES

The next criterion for analysis in determining highest and best use is that of financial
feasibility. In considering the physical characteristics of the property, the current zoning,
and surrounding land use pattern, the most likely use is concluded to be development
of a mixed-use land development. Based on demand, both by regional builders in the
adjoining Reynolds Mountain and the interest expressed in the proposed out-parcel
tracts, the area should be capable of attaining strength of demand, especially in light
of the expanding economy in the Greater Asheville area over the last 10-years.

Also, the demand for retail space in professionally designed projects, especially in
centers with major national anchors, is good. We believe that the proposed
development plan with a propetly selected plan for development of the interior tracts,
with re-development of the existing shopping center, being separately valued herein
including a more modern, larger grocery store, would reflect superior performance to
the current retail alternatives in the immediate area. In terms of potential commercial
draw, the position of the subject, in relation to the existing shopping alternatives in the
areq, to the south and north, coupled with residential in-fill, represented in the area
such as the adjoining Reynolds Mountain planned community, serve to provide a
consumer base for the property. Also, the 1-26 highway system, immediately west of the
subject area, has recently been re-designed, and has become an increasingly
important transportation factor for the Greater Asheville areaq, further bolster the
commercial potential of the location.

In ferms of office, retail and outf-parcel development, we believe that the subject
development would represent a superior alternative to the other locations offered in
the immediate area. In this market, office and retail space have been centralized, in
the more downfown areas, south of the subject areq, in the more developed and
congested sections of Mermimon Avenue. As the population has expanded northward
with the I-26 corridor, so too has the need for service locations. Alternative locations on
immediate frontages of Merrimon Avenue/Weaverville Road are currently hampered
by lack of depth of the sites, and/or other physical limitations, which we believe will
make the subject location a supetrior choice by comparison.

MAXIMALLY PRODUCTIVE USE

The fourth and final criterion addresses which alternative uses would be maximally
productive. The return to the developer of the mixed-use land development, proposed
to be developed, would currently outweigh alternative uses in the subject area.
Agricultural alternative uses represent a smaller return, and speculative holding is not
indicated, especially in light of the expanding population base in the area. The mix of
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the various components could be changed from what is currently proposed. Based on
our analysis, we conclude that the maximally productive use for the subject property is
for development of a mixed-use land development.

AS COMPLETE

The following considerations have been made along with those previously mentioned in
the "as is" analysis.

LEGALLY PERMISSIBLE USES

The legally permissible uses of the subject discussed in the "as is" analysis are also
applicable to the property upon completion of the infrastructure. The zoning limitations
have been met as currently permitted. It is our understanding that minor changes to the
current plan of development could occur without major consequence to the proposed
development. The use upon completion as a mixed-use land development conforms to
zoning regulations, and is an appropriate use of the completed property.

Also, the subject property will be subject to covenants, conditions, restrictions, and
easements, which will be established within The Village at Reynolds Mountain mixed-use
land development area. These restrictive covenants will establish the framework of the
cross easements for the various entities and areas within The Vilage at Reynolds
Mountain area and are considered typical of this type development. The covenants,
conditions, restrictions, and easements, which will be established with regard to the
subject property, are not foreseen to impact the utility, nor the marketability of the
property. Therefore, based on consideration of all limitations on use, the highest and
best use of the property is concluded to be a mixed-use land development, or as
currently proposed to be developed.

PHYSICALLY POSSIBLE USES

The subject property, upon completion of the infrastructure, would comprise the various
component areas of The Village at Reynolds Mountain mixed-use land development.
The property, as designed, would be benefited by good visual accessibility and
physical accessibility. The subject property was found to be proposed with various
component areas, inclusive of townhomes, condominiums, office/professional, and
frontage/out-parcels.

The completed property would be benefited by the amenities of the overall areq
added in process of the development. Therefore, it is our opinion that the completed
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development of the subject property, as.a mixed-use land development, represents the
most likely use of the subject property at completion of the infrastructure, in
considerofion of physically possible uses.

FINANCIALLY POSSIBLE USES

It was concluded in the “as is” section that a mixed-use land development would be
the most financially feasible use of the property. Demand for single family homes and
" townhomes, as evidenced by the adjoining Reynolds Mountain planned development,
is good. It is our opinion that the subject’s use as a mixed-use land development
represents the most financially feasible use of the property at completion of the
infrastructure.

MAXIMALLY PRODUCTIVE USE

The proposed use of the subject property upon completion of the infrastructure as a
mixed-use land development represents the maximally productive use of the subject
property. According to the approved site plan for The Village at Reynolds Mountain, the
maximum allowance for development will be 350 residential units, 25,000 square feet of
office space, and 250,000 square feet of retail space. In conclusion, it is our opinion that
the use of the subject property as designed as the The Village at Reynolds Mountain
Mixed-Use Land Development is a highest and best use of the subject site “Upon
Completion.” |

CONCLUSION

In summary, it is our opinion that development of a mixed-use land development is the
highest and best use of the subject property, "as is” and “upon completion,” based on
the fact that the value conclusions from the Development Valuation Analysis are
greater than the value conclusions from the Cost Approach. These uses represent
legally permissible, physically possible, financially feasible, and optimally productive
uses of the property. '
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EXPOSURE/MARKETABILITY ANALYSIS

The subject property is a 164.67-acre undeveloped mixed-use fract (52.36-acres for
Phase V & 112.31-acres for future development of Phases Vi and VIl). Typical purchasers
would likely be a residential/commercial developer or land speculator. The sources
considered were local real estate brokers and The Peter F. Korpacz Real Estate Investor
Survey (1st Quarter 2008). The brokers we interviewed are active in seling commercial
iand.

SUBJECT PROPERTY WITHOUT DEVELOPMENT IN PLACE

After considering all sources available, it is our opinion that in the current economic
cycle the subject property, without development of the horizontal infrastructure, would
have a marketing time of six to twelve months to be successfully sold, provided that the
property is professionally marketed at a reasonable asking price. Additionally we are
required to identify the exposure time associated with the estimated value. Exposure
time, unlike marketing time, is considered to immediately preceding the effective date
of the appraisal. Exposure time may be defined as follows:

“The estimated length of time the property interest being appraised would have been
offered on the market prior to the hypothetical consummation of a sale at market value
on the effective date of the appraisal; a refrospective estimate based upon an analysis of
past events assuming a competitive and open market."

We are of the opinion that the above discussion relative to the marketing expectation is
also applicable to market conditions immediately preceding the date of this appraisal,
and therefore, estimate an exposure time of six to twelve months for the property.
Based on conversations with commercial real estate brokers, including those cited
above, typical sales costs on properties such as the subject would be approximately
five to ten percent.

DEVELOPED WITH ALL INFRASTRUCTURE IN PLACE & ALL PARCELS AVAILABLE FOR SALE:

After considering all sources available, it is our opinion that in the current economic
cycle the subject would require six fo twelve months to be successfully sold, provided
that the horizontal infrastructure of the development were in place and a reasonable
asking price and professional marketing efforts are applied. Additionally we are
required to identify the exposure time associated with the estimated value. Exposure
time, unlike marketing time, is considered to immediately precede the effective date of
the appraisal. Exposure fime may be defined as follows:

“Uniform Standards of Professional Appraisal Practice (Washington D.C.: The Appraisal Foundation, 1996), p 75.
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“The estimated length of fime the property interest being appraised would have been
offered on the market prior to the hypothetical consummation of a sale at market value
on the effective date of the appraisal; a retrospective estimate based upon an analysis of
past events assuming a competitive and open market."t

We are of the 'opinion that the above discussion relative to the marketing expectation is
also applicable to market conditions immedio’rely preceding the date of this appraisal,
and therefore, estimate an exposure time of six to twelve months for the property.
Based on conversations with commercial real estate brokers, including those cited
above, typical sales costs on properties such as the subject would be oppréximo’rely
five to ten percent.

(..continued)

ttUniform Standards of Professional Appraisal Practice (Washington D.C.: The Approisol Foundation, 1996}, p 75.
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METHOD OF VALUATION

The appraisal process typically involves three approaches in determining value, which
consists of the Cost Approach, Income Approach and Sales Comparison Approach. A
brief description of each technique, along with the Development Valuation Analysis, is
as follows:

THE COST APPROACH

An appraisal procedure using depreciated replacement or reproduction costs of
improvements plus land value as a basis for estimating market value. The underlying
assumption is that an informed purchaser will pay no more than the cost of producing a
substitute property with the same utility as the subject property.

THE INCOME APPROACH

An appraisal procedure using capitalization of expected future income as a basis for
estimating market value. The underlying assumption is that an informed purchaser will pay
no more for the subject property than would have to be paid for another property with an
income stream of comparable amount, duration and quality.

THE SALES COMPARISON APPROACH

An appraisal procedure using sale prices of properties similar to the subject property as a
basis for estimating market value. The underlying assumption is that an informed purchaser
will pay no more for a property than would have to be paid for a simiiar property of
comparable ufility.

DEVELOPMENT VALUATION ANALYSIS

The development valuation analysis or development method as defined in the appraisal
process is a combination of the market and income approaches. In the initial step, the
market approach is used in order to estimate the wholesale value of the individual units
being considered. Absorption is then estimated and sales revenue is project. In addition,
carrying costs and expenses are deducted and the net income is discounted.

APPRAISAL PROCEDURES

In our analysis of the subject, we will first look at Phase V and will provide an "as is” and
“at completion of infrastructure” opinion of value. The cost approach and
development valuation analysis will be utilized for Phase V to determine the land value
and the value of the historical vacant building, along with infrastructure costs. The
Development Valuation analysis includes the Sales Comparison Approach and deducts
carrying costs over the sellout period. The Income Approach has been omitted
because of a lack of adequate rental data. For the remaining land for future
development for Phases VI & ViI, we will also provide an “as is” value from the cost
approach, along with an income approach for the Food lion and shop space. The
computations, which accompany each approach, will be outlined on the following
pages for the reader's reference.
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THE COST APPROACH - PHASE V

The Cost Approach provides a value indication that is the sum of the estimated land
value and the depreciated cost of the improvements. The Cost Approach is based
upon the principle of substitution. This principle assumes that a rational, informed
purchaser will pay no more for a property than the cost of acquiring an acceptable
substitute with like utility assuming that no costly delay will be encountered in making
the substitution. The steps in the Cost Approach are as follows:

1. Estimate land value as though vacant and available to be developed to its highest and best use.

2. Estimate reproduction or replacement cost of the improvements, which includes direct cost, indirect
cost, and entrepreneurial profit. '

3. Estimate the amount of accrued depreciation.
Deduct accrued depreciation from total reproduction or replacemeitt cost.

5. Add depreciated cost of improvements o land value.

These steps will be discussed on the following pages.

LAND VALUATION

We have conducted regional research with respect to properties having similar
potential for development and have found several recent sales of comparable
properties located in Asheville, Buncombe County, North Carolina. These sales are
believed to provide the most reliable indication of value for the subject property, and
data sheets on each of the sales utilized are provided on the following pages. An
adjustment chart follows the data sheets and reflects our analysis of the similarities and
dissimilarities relative to the subject property with an explanation of adjustments
enclosed for the reader's reference. The chart illustrates an analysis of the differences
between the sales and subject property, with percentage adjustments used to reflect
buyer reactions to the different physical characteristics. Although each adjustment is
not absolute, the primary objective of the chart is fo share our thought process with the
reader. The price paid per acre has been selected as the most applicable unit of
comparison for the subject property in comparison to other acreage tracts.
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COMPARABLE LAND SALE ONE

LOCATION
CITY, COUNTY, STATE

GRANTOR
GRANTEE

DEED REFERENCE
DATE OF SALE
TAX ID NUMBER

SITE SIZE - ACRES

SITE SIZE - SQUARE FEET
FRONTAGE
TOPOGRAPHY

UTILITIES

ZONING
IMPROVEMENTS
PRESENT USE
PROPOSED USE
HIGHEST & BEST USE

SALES PRICE

TERMS OF SALE

PRICE PER ACRE

PRICE PER SQUARE FOOT

COMMENTS

Located along northern and southem portion of Alexander Road
between Gill Road and Monticelio Road
Weaverville, Buncombe County, NC

HMVHN-3VHM, LLC
Wal-Mart Stores East, LP
Book 4391, Page 119
April 18, 2007
9733.04-70-6364

20.745 Acres

903,652 Sq. Ft.

Approx. 842.19 linear feet along Alexander Road
Rolling

All public

Commercial

None at time of sale

Vacant

Construct a Wal-Mart store

Commercial

$3,645,000
Arms-length
$175,705
$4.03

None
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COMPARABLE LAND SALE TWO
LOCATION Northermn Portion of Airport Road, East of Rutledge Road
CITY, COUNTY, STATE Arden, Buncombe County, NC
Tract 1
GRANTOR Pulliam Developers, LLC
GRANTEE Wal-Mart Stores East, LP
DEED REFERENCE Book 4367, Page 1197
DATE OF SALE February 28, 2007
TAX ID NUMBER 9653.05-19-0543
Tract 2
GRANTOR Winston W. Pulliam,a free trader, Winston W. Pulliam, Jr., unmarried,
Peter M. Hall, unmarried, and Brenda T. Hall, unmarried
GRANTEE Wal-Mart Stores East, LP
DEED REFERENCE Book 4367, Page 1193
DATE OF SALE February 28, 2007

TAX ID NUMBER

SITE SIZE - ACRES

SITE SIZE - SQUARE FEET
FRONTAGE
TOPOGRAPHY

UTILITIES

IONING

IMPROVEMENTS
PRESENT USE
PROPOSED USE
HIGHEST & BEST USE

SALES PRICE
TERMS OF SALE
PRICE PER ACRE

PRICE PER SQUARE FOOT

COMMENTS

9653.05-19-19-0981

36.837 Acres (5.298 Acres - Tract 1; 31 539 Acres - Tract 2)
1,604,620 Sq.Ft.

1.443.27 linear feet of frontage along Airport Road
Gently rolling

All public

EMP, Employment District by Buncombe County {Limestone
Township)

Vacant af the time of sale

Vacant

Construction of a Wal-Mart Supercenter

Commercial

$7,643,000
Arms-length
$207,482
$4.76

The sales was for two tracts. Tract 1 was for $1,325,000 for 5.298
acres and Tract 2 was for $6,318,000 for 31.539 acres.
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COMPARABLE LAND SALE THREE

LOCATION
CITY, COUNTY, STATE

GRANTOR
GRANTEE

DEED REFERENCE
DATE OF SALE
TAX ID NUMBER

SITE SIZE - ACRES

SITE SIZE - SQUARE FEET
FRONTAGE
TOPOGRAPHY

UTILITIES

ZONING

IMPROVEMENTS
PRESENT USE

HIGHEST & BEST USE

SALES PRICE

TERMS OF SALE

PRICE PER ACRE

PRICE PER SQUARE FOOT

19 McKenna Road
Arden, Buncombe County, NC

Southridge Associates, LLC
Lowes Home Centers, Inc.
Book 3889, Page 677
January 6, 2005
9643.02-67-3062.000

15.680 acres

683,021 Sq. F.

Limited along McKenna Road and Rockwood Road

Rolling

All public

EMP, Employment District by Buncombe County (Limestone
Township)

Vacant at the time of sale

Lowe's Home Improvement Store containing 137,491 s.f. built in 2005

Commercial

$2,900,000
Arms-length
$184,949
$4.25

COMMENTS The site was sold off of the larger tract that was acquired by
Southridge Associates, LLC on April 21, 2003 containing 40.874
acres. Southridge purchased the tract for $3,600,000, without-any
enfitlements.
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COMPARABLE LAND SALE FOUR

LOCATION
CITY, COUNTY, STATE

GRANTOR
GRANTEE

DEED REFERENCE
DATE OF SALE
TAX |ID NUMBER

SITE SIZE - ACRES
' SITE SIZE - SQUARE FEET
FRONTAGE

TOPOGRAPHY
UTILITIES

ZONING
IMPROVEMENTS
PRESENT USE
PROPOSED USE
HIGHEST & BEST USE

SALES PRICE
TERMS OF SALE
PRICE PER ACRE

PRICE PER SQUARE FOOT

COMMENTS

152 Bieachery Boulevard
Asheville, Buncombe County, NC

Harley D, LLC
Six Oaks, LLC
Book 3844, Page 58
November 19, 2004
9658.19-61-1751.000

18.470 acres
804,553 Sq.Ft.

Approx. 332.58 linear feet along Bieachery Blvd. and 615.67 linear
feet along I-240

Level to gently rolling

All public

UV, Urban Village District

None at time of sale

Vacant

Mixed-use development

Commercial

$5,250,000
Arms-length
$284,245
$6.53

A portion of the site has been improved with Riverbend, a mixed-
use development. It is our understanding that 12.50-acre portion of
the site is now being offered at $19.56/s.f. with entitlements. This sale
is reported to show the value increment associated with
transferrable development rights.
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LAND ADJUSTMENT GRID
7JONING cs Commercial EMP EMP uv
DATE OF SALE Apr-07 Feb 07 Jan-05 Nov-04
SIZE (ACRE] 52.360 20.745 36.837 15.680 18.470
SALES PRICE 3,645,000 7,643,000 2,900,000 5.250,000
PRICE PER ACRE 175,705 207,482 184,949 284,245
PROPERTY RIGHTS
FINANCING
CONDITIONS OF SALE
TIME 3.00% 3.00% 10.00% 10.00%
ADJUSTED PRICE 180,976 213,706 203,444 312,669
LOCATION 15.0% 710.0% 710.0% 110.0%
SIZE 150% 50% 150% 15.0%
SHAPE
IMPROVEMENTS
TOPOGRAPHY
7ONING
UTILITIES
ACCESS/FRONTAGE 200%
UTILITY EASEMENTS |
OTHER i
TOTAL ADJUSTMENTS 0.0% 15.0% 250% T45.0%
ADJUSTED VALUE 180.976 181,650 152,583 171,968

EXPLANATION OF ADJUSTMENTS

The following are generaily accepted adjustment categories. The first four categories -
real property rights appraised, financing, conditions of sale, and market conditions
(time) are cumulative. Normally, a sale should be adjusted for the cumulative
adjustment” where the remaining odjus’rmen-’rs such as location and other physical
characteristics are applied. Location, physical characteristics and other adjustments
are additive, and may be in any order. An explanation of each adjustment category is
as follows:

. PROPERTY RIGHTS APPRAISED

The real property rights conveyed is the first adjustment because the appraisal of the
‘ subject property rights can only be compared to similar property rights. Al comparable
sales are considered fee simple property rights, requiring no adjustments.

I FINANCING

| A financing adjustment is actually a specific motivation adjustment and often is not
capable of being accurately derived from the mathematical discounting process. The
most reliable financing adjustment is from paired sales that are generally not available
( through sales information. Cash equivalency is the adjustment of a sales price fo an
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equivalent price if sold for cash absent the contract terms of the loan. The adjustment
may be negative to reflect favorable terms to positive to reflect unfavorable terms. All
of the comparable sales were cash transactions; therefore, no financing adjustments
were necessary.

CONDITIONS OF SALE (MOTIVATION)

Typical adjustments under this category include adjustments for plottage, purchasing
additional land for expansion, or other typically moftivated sales. All the sales are
considered arms-length and no adjustment is necessary.

MARKET CONDITIONS (TIME)

It is market conditions and not the passage of time that cause prices to change. This is
an example of the principle of change. A market conditions adjustment is a cumulative
adjustment. The comparable sales closed between November 2004 and April 2007.
Positive adjustments have been applied to the comparable sales based on
approximately 3% per year in appreciation.

LOCATION

The location of the comparable sales used in this report is compared to the subject.
Large-scale factors directly related to location as well as trends and characteristics
such as population, labor supply, transportation and existing land uses were considered
in selecting sales located in the Greater Asheville area. The subject is located on the
easterly margin of Weavervile Road in the Town of Woodfin, North Carolina.
Comparable sales two, three, and four are located in areas of Asheville superior to the
subject site in regard to location. Therefore, a negative adjustment is applied to these
sales. Comparable sale one is located in an area less populated than the subject and is
considered inferior to the subject site in regard to location. A positive adjustments is
applied to this sale.

SIZE/SHAPE

Adjustments are considered based on optimum size, shape, and overall utility of the
Ccomparable sales as compared to the subject. Economies of scale are often
considered in this adjustment when market proof supports the premise that the larger
the property size, the lower the unit price and vice versa. The subject site contains 52.36-
acre. The sales range from 15.68-acres to 36.837-acres. The comparable sales are
smaller than the subject site and negative adjustments are applied to each of the sales.
Inregard to shape, no adjustments are deemed necessary.
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TOPOGRAPHY

The effects of topography are considered in this adjustment and the relative
differences between the comparables and the subject are considered. The
topographies of the subject site and the comparable sales are rolling with moderate
elevations. No adjustments are deemed necessary.

ZIONING

This adjustment is considered when different classifications of zoning are analyzed.
Potential government restrictions are considered in this adjustment. The subject site has
a C-S zoning classification from the Town of Woodfin. The C-S classification is a mixed-
use classification allowing high-density residential (condominium and townhomes) and
supporting commercial development. All the comparable sales are located in similar
zoning districts compared fo the subject. Therefore, no adjustment for zoning s
necessary.

UTILITIES

This category considers the approximate cost and availability of municipal and private
utilities as these costs relate fo valuing the subject land. The subject property has the
availability of all municipal utilities. The comparable sales have the availability of all
municipal utilities. No adjustments are deemed necessary.

ACCESS/FRONTAGE

Adjustments were made for differences in accessibility and road frontfage as whole.
Typically, the more road frontage, the more favorable a site is considered. The access
and frontage for the subject site is considered good with the proposed re-routing of
Weaverville Road, through the middie of the subject. The subject’s access and frontage
is similar enough to comparable sales one, two, and fthree that no adjustments were
deemed necessary. Sale four has d limited amount of access/frontage that is
considered inferior to the subject. Therefore, a negative adjustment was applied fo this
sale.
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RECONCILIATION AND FINAL VALUE

Before adjustments, the comparable land sales ranged from $175,705 to $284,245 per
acre. After making the indicated adjustments, the sales range from $152,583 to $181,650
per acre. As a measure of cenfral tendency, the average of the indications was
$171,794 per acre. The two most recent sales indicated the higher end of the value
range on a per acre basis. Adjustments were made for location, size, topography,
zoning, and utilities. All of the comparable sales were considered to be good indicators
of value; however, more weight was placed on sales one and fwo, which were most
similar in location and had the smallest net adjustments. Based upon the above
analysis, we have summarized our opinion of value for the subject in the table below.

Size (ACRE) | Value Per Acre Valve
 Subject Property “As Is” 52.36 $180,000 $9,425,000

FINAL OPINION OF LAND VALUE - PHASE V - AS IS — MAY 2, 2008
$9.425,000

FRED H. BECK & ASSOCIATES, LLC 70




THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

IMPROVEMENT VALUATION - PHASE V

In order to estimate the value of the improvements, this appraiser reviewed the
Marshall Valuation Service cost manual published by Marshall & Swiff. The Marshall
Valuation Service is an authoritative appraisal guide for developing replacement cost,
depreciated values and insurable values of buildings and other improvements. It
provides costs for a wide range of construction classes and types of occupancies.
Modifiers are included to make the cost applicable to any size building in any locality.
The service is updated monthly to bring up to date cost multipliers, building cost indexes
and complete revisions of sections of the manual. The class of construction is the basic
subdivision in the Marshall Valuation Service, dividing all buildings- into five basic cost
groups by type of framing (supporting columns and beams), walls, floors, roof structures
and fire proofing. -

e Class A buildings have fire proofed structural steel frames with reinforced concrete or
masonry floors and roofs.

« Class B buildings have reinforced concrete frames and concrefe or masonry floors or roofs.

e Class C buildings have masonry or concrete exterior walls and wood or steel roof and floor
structures, except for concrete slab on grade.

e Class D buildings generally have wood frame, floor and roof structure. They may have a
concrete floor on grade and other substitute materials, but is considered combustible
construction. This ciass includes the wood pole frame buildings.

e Class S buildings have frames, roofs, and walls of incombustible metal. This class includes
the pre-engineered metal buildings.

The base per square foot cost derived by using the Marshall Valuation Service includes
the following costs.

1. Average architect and engineers fees, in turn including plans, plan check and building
permits and survey fo establish building lines and building grades.

2. Normal interest on building funds during period of construction and processing fee or

service charge.

Sales taxes on materials are included.

Normal site preparation including excavation for foundation and back fill.

Utilities from structure to lot line figured for typical set back

oo AW

Coniractor's overnead and profit including job supervision, workman'’s compensation, fire
and liability insurance, unemployment insurance, etfc., are included.

BASE COST PER SQUARE FOOT

We examined the Marshall Valuation Service cost guide and estimated a replacement
cost for the subject property using the Segregated Cost Method. The total cost we
estimated amounted to $80.00 per square foot, as found in Section 40, pages 391 to 400

{lune 2004} This cost is for the shell only of the subject improvements_The costs were
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good cost from stores and commercial buildings (walls, roof, and floors). An additional
allowance is made for location and date of the Marshall Service Cost figures.
Adjustments are made by applying the applicable cost multipliers indicated by the cost
guide. The computation of the adjusted base cost per square foot is shown below:

COMPUTATION OF ADJUSTED BASE COST PER SQUARE FOOT

Base Cost $80.00
Unit Modifiers {Sprinklers) 0.00
Sub-total $80.00
Cumrent Multiplier 1.05
Local Multiplier 0.93
Height Multiplier 1.000
Size/Perimeter Multiplier 1.000]
Adjusted Unit Cost $78.12

Based on the unit costs estimated above, the preliminary cost new of the primary
structure(s) is calculated below.

Ashco Historical Building $78.12 3.907 Sq.F. $305,215

Total Buildings 3,907 Sq.Ft. $305,215
SITE IMPROVEMENTS

Next, the cost new of the site improvements is estimated, also using the MARSHALL

VALUATION SERVICE manual as a guide, as well as the developer’s projections. These

costs are estimated in the table below. Most of the cost estimates are self-explanatory.
This cost was provided by the developer.

& B i 5 % A
Crading & Clearing . $2,153.451
Rock (Trench, Mass and Ripped Rock) $1,347.130
Parks & Recreation $264,000
Pedestrian Circulation $922.,540
Roadways & Parking $1.604,995
Sewer & Water $1,964,100
Traffic & Streetscape $944,000
Total Site Improvements $9.200,216
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SOFT COSTS & ENTREPRENEUR'S PROFIT

To the above base cost estimates, we have applied an allowance to cover soft costs
and a developer's overhead and profit. Soft Costs are incurred to cover leasing
commissions, professional fees, and other expenses not included in the Marshall
Valuation Service cost guidelines. Soft costs are most often expressed as a percentage of
total hard costs and typically range from three to six percent. For the subject, we have
used the developers soft costs of $854,831 or 8.99%.

The developer's fee or profit is necessary in order fo o’r’rroc’rvo developer and provide
him with an incentive to invest in the property. The implied profit and the development
of this project are actually the difference in the cost of the land and improvements and
the price of the projeCT achievable in the market. A typical allocation of developer's
overhead and profit is 10 to 20 percent. However, this is only a general estimate, as
different developers require different amounts or profit and the actual profit cannot be
measured until the property is sold. It is our belief that a profit of 15.00% would be
appropriate to induce a developer fo start development. The total development cost,
including entrepreneur’s profit, is calculated in the table below:

Building Improvements

Additions/Site Improvements $9.200,216
Soft Costs $854,831
Total $10,360,262
Entrepreneur’s Profit 15% $1.554,039
Total Development Cost $11,914,301

EXPLANATION OF DEPRECIATION

Al types of accrued depreciation affecting the subject improvements were
considered. Accrued depreciation is defined as "the difference between reproduction
cost new as of the date of the appraisal and the present confributory value of the
improvements." Accrued depreciation is divided into three basic categories: physical
deterioration (which includes curable and incurable), functional obsolescence
(including curable and incurable), and economic obsolescence (which is always
incurable). The following is a discussion of each type of depreciation and the observed
depreciation applicable fo the subject property.
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PHYSICAL DETERIORATION - CURABLE

This type of depreciation is defined as "that loss in value from costs new which can be
recovered or offset through correction, repair or replacement of defective items
causing the loss, providing the resultant value increase approximates the cost of the
work." This category of depreciation is divided into two types - deferred maintenance
items and anticipated future maintenance items. The deferred maintenance items are
those items, which need to be addressed immediately. No items of deferred
maintenance were considered significant enough to warrant a deferred maintenance
deduction.

INCURABLE PHYSICAL DETERIORATION

This type of depreciation is defined as “items of deterioration that cannot be practically
or economically corrected at present.” This type of depreciation is calculated for all
structural components, which are not included in the curable physical deterioration
section. This type of deterioration is classified into two types - short lived and long-lived
items. The short lived items, also referred to as anticipated future maintenance items,
are components which have a remaining economic life shorter than the remaining
economic life of the structure. A depreciation schedule showing the subject property's

short-lived items is presented in the table on the following page.

Mal $11,721

The second type of incurable physical deterioration is classified as the long-ived items.
The long-lived items are defined as "a building component that is expected to have a
remaining economic life that is the same as the remaining life of the entire structure.”
The subject improvements are old and have an overall average effective age of 30
years. Buildings of this type should last approximately 50 years, leaving a remaining
economic life for the subject property of 20 years. The schedule showing the
computation of incurable physical deterioration is presented on the next page.
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Total Development Cost
Less:
Curable Items $0
Repl. Cost - Short—Livéd Items ' ' $11,721 $11,721
Depreciable - Long-Lived Portion $12,103,995
Effective Age 30
Economic Life 50
Percent Depreciation 60.00%
Accrued Long-lived Depr. $183,129

FUNCTIONAL OBSOLESCENCE

Functional obsolescence is defined as "that loss from costs new as of the date of the
appraisal  which is caused by superadequacy, inadequacy, attractive style or,
inefficient layout or design.” lfems causing functional obsolescence are contained
within the property boundaries. Functional obsolescence can either be curable or
lncuroble it is curable only when it is profitable to cure the item. incurable, functional
obsolescence involves items of inutility, which would not be economical to correct
because the value would not increase so much as the cost of correction. We
concluded that a market exists for facilities similar to the subject which have been
designed and constructed with features and fixtures specific to retail centers, and are
therefore of the opinion that the subject property does not suffer any loss in value due
to functional obsolescence.

ECONOMIC OBSOLESCENCE

This type of depreciation is defined as "that loss from costs new as of the date of the
appraisal due to causes external to the property boundaries." To measure this fype of
obsolescence the appraiser capitalizes the rent loss due-to the external factor for the
pro rata share applicable to the building. The economic obsolescence can be
quantified as the difference between the Cost Approach value and the final value. We
have concluded that no economic obsolescence exists at the subject property.
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COST APPROACH SUMMARY - PHASE V

Having estimated the fotal development cost new and depreciation from all causes,

the cost approach is summarized below:

A5

Total Development Cost New $11,914,301

Less Depreciation:

Curable Physical $0

Short-Lived Incurable $8,791

Long-Lived Incurable $183,129

Functional Obsolescence $0

External Obsolescence $0
Total Accrued Dgprecioﬁon $191,920
Depreciated Cost $11,722,381
Estimated Land Value $9,425,000
|Esiimated Value by Cost Approach $21,147,381

ESTIMATED VALUE FROM THE COST APPROACH
At Completion of Infrastructure - As of August 1, 2008 $21,147,000
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DEVELOPMENT VALUATION ANALYSIS — PHASE V

The development valuation analysis or development method as defined in the
appraisal process is a combination of the market and income approaches. In the initial
step, the market approach is used in order to estimate the retail value of the individual
units being considered. Retail value is described as the lot price paid to subdivision
developers by homebuilders. Additional market information is used to document
absorption of the lots in the marketplace. Subtracted from sales revenue based on the
estimated absorption of the lots are appropriate carrying charges or expenses involved
in the development of the project. The resulting net incomes are discounted into a
présen’f worth in order to obtain an opinion of value for the property by the
development valuation analysis. In this process, we must distinguish between gross
sellout, which is the aggregate of the individual retail lot prices, and the discounted or
wholesale value, which is market value.

A value conclusion is rendered as of a specific point in time. When a significant period
of time has elapsed since the original valuation, the opinion .of value previously
rendered may no longer be appropriate in light of existing market condifions. The
development valuation analysis is an important, and sometimes, controversial part of
modern appraisal practice. This method shouid be used where the supported highest
and best use for the site is for subdivision use. This type of analysis is typically used since
comparable market information is seldom available for single transactions involving
subdivided property. The subdivision method is a useful fool when comparable market
data is not available. The concept of a development model is typically thought of in
reference to residential development; however, it may have application to industrial
and office subdivisions or other staged development.

Computer models are often used to analyze the projected income, absorption and
expenses involved in such a development and have facilitated the mathematical
processes that utilize the market data necessary for the development valuation
analysis. For purposes of this report, we have analyzed retail lof sales purchased by
prospective homebuilders in developments in Buncombe County and surrounding
counties. These sales are for subdivision lots in subdivisions similar to the subject. This
information is used to determine value for the 234 condominium units, and retail and
office parcels in the subject development, Phase V. Once the refail lot values have
been determined, the current gross sellout value will be the sum of the value of each
individual lot. The current gross sellout value is not to be construed to be the same as
the discounted market value.
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The discounted market value for the project is derived by subtracting the expenses that
are predicted to occur during the absorption period, from the sales revenues. These
expenses are considered appropriate carrying costs for development of the project.
The resulting net incomes are then discounted into a net present value.

LAND VALUE AT COMPLETION OF INFRASTRUCTURE

Upon completion of the site infrastructure consisting of roadways, sidewalks, street lights,
water, sewer, and other underground utilities, the property wil have a different
character than exists today. Therefore, in order to provide an opinion of value for the
property upon completion of the site infrastructure, we compare the property to other
similarly zoned retail and office land sales with similar infrastructure in place.

The chart on the following page shows retail and office land sales and the land sale
price per square foot based on the size of building that was built after the sale. We also
consider the sale price per acre for each comparable sale. Since the subject property
aready has entitlements approved and in place, we believe the most accurate
method of valuation is via the land valuation per square foot of the proposed
entitlement size. However, sales with this information may be somewhat limited so we
also considered the sale price per square foot.

For the residentially zoned property, we utilized a benchmark of the sale price per unit
for our land valuation and a land value based on a percent of the end unit price of the
proposed residential units.

As mentioned Phase V has been approved for construction of 350 residential dwellings.
In addition to the residential features of the site, more than 275,000 square feet of retail
and office space has been approved to be developed within Phase V. The developer
plans to build equivalent of 234 residential unitstt and a combined total of 183,095
square feet of retail and office space within Phase V. Approximately 25,000 square feet
will be office space and the remaining 158,095 square feet will be retail space. The
balance of the entitlements will be used in Phase V at a later date.

" The development program for one major building pad in Phase V has not been finalized. Its size and location could
Qaccommodate a hotel, condominium project, or a mixed-use project. For purposes of this appraisal, it was assumed that
the project would consist of 65 for-sale residential units (which are included in the 234 unit total) having an average end
point price of $497,000 and ifs effect on subject property’s valuation is presented separately.
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We have presented retail and office sales in the following chart showing the sale price
of the land based on the size of the building-improvements proposed for the
comparable sites.

We were unable to find professional office land sales within the Asheville area with this
information so we utilized medical office land sales in the Asheville areaq, which would
be a little higher than what we would expect professional office land sales to be. We
have utilized professional office buildings in the Charlotte areq.

Retail Weaverville, NC $3,645,000 175,000 $20.83
Retail Asheville, NC $852,000 30,400 $28.03
Retail Arden, NC $2,900,000 137,491 $21.09
Retail Charlotte $3,495,500 100,000 $34.96
Retail Charlotte $3,600.000 123,814 $29.08
Med. Office Asheville, NC Sep-03 $900,000 29,779 $30.22
Med. Office Asheville, NC Apr-05 $481,500 10,032 $48.00
Med. Office Asheville, NC Jul-05 $1,030,000 25,402 $40.55
Office Charlotte, NC Dec-04 $500,000 19,980 $25.03
Office Charlotte, NC Nov-05 $798,000 44,200 $18.05
Office Charlotte, NC May-00 $824,000 41,191 $20.00

Retail sale one is located in Weaverville, NC and was developed with a Wal-Mart
Supercenter Store. The location is inferior to the subject along with the fact that a land
sale for a large single-tenant building typically sells at a lower price per square foot as
compared to land that has a highest and best use with a significant amount of higher
rent shop space. Therefore, we would expect the subject sale price per square foof for
the retail space fo be well above the $20.83 per square foot. |

Retail sale two is located in Asheville, NC and was developed with a retail strip center.
The location is superior to the subject. However, this sale will lack the visibility and
access the subject will have. Overdll, this sale is considered similar to the subject. We
would expect a similar price per square foot for the retail space to be around fhe
$28.00 per square foot. ' '

Retail sale three is located in Arden, NC and was developed with a Lowes Home
Improvement Store. The location is inferior to the subject along with the fact that a land
sale for a large single-tenant building typically sells at a lower price per square foot as
compared fo land that has a highest and best use with a significant amount of higher
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rent shop space. Therefore, we would expect the subject sale price per square foot for
the retail space to be well above the $21.09 per square foot.

Retail sales four and five are located in Charlotte and show a range higher than the
retail sales from Asheville. These sales range from $29.08 to $34.96 per square foot. These
sales are superior in location. and we would expect the subject to have a per square
foot value below these two sales.

The above retail sales are for raw land. The subject will have all roadways, parking, and
landscaping in place. Based on the costs provided to us by the developer and the
above comparables, we have estimated a value of $115.00 per square foot of the
proposed improvements for the subject’s retail land. This increases by 4.0% each year.
We found several ready pad sites similar to what the subject will be. These ranged from
$100 fo $151 per square foot. Therefore, our estimate is considered reasonable.

All three land sales in the Asheville area were medical office. The sales were dll located
in Asheville at the intersection of Hendersonville Road and Interstate 240, a superior
location compared to the subject’s proposed office space. The land sales ranged from
$30.22 to $48.00 per square foot of the building improvements proposed for each
respective site. Typically, professional office land sales are significantly lower than
medical office land sales. We reviewed other professional office land sales in Charlotte.
These sales ranged from $18.05 to $25.03 per square foot of the proposed building
improvements planned for each site. Again, these are for raw land. The subject will
have all roadways, parking, and landscaping in place. Based on the costs provided to
us by the developer and the above comparables, we have estimated a value of $80.00
per square foot of the proposed improvements for the subject’s office land. This
increases by 4.0% each year. We found several ready pad sites similar to what the
subject will be. These ranged from $48 to $100 per square foot. Therefore, our estimate is
considered reasonable.

CONDOMINIUM LAND VALUE

Phase V of the subject will have the equivalent of 234 residential condominium units.
The proposed prices for condominiums within Phase V will range from $300,000 to
$840,000 or from $298.00 to $350.00 per square foot with an average sale price for the
Units of $489,513 or $304.73 per square foot. We believe this price point to be
reasonable for the subject property based upon other sales in the Reynolds Mountain
Community. Sales of townhomes and condominiums in Reynolds Mountain have
ranged between $699,900 and $1,200,000 or $254 per square foot and $441 per square
foot. The villa home sales in Reynolds Mountain have ranged between $1,099,900 and
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$1,550,000 or $371 per square foot ond $454 per square foot. We have also compared
the subject asking prices to ofher similar communities in the Asheville area. They are
detailed along with the subject in the table below:

Crest Mountain $495,000 - $1 395000 $377 - $493 1,154 - 2,871

The River $220,000 - $648,000 $285-$402 768 - 1,674
Biltmore Park Town Square $205,750 - $437,500 $250 823-1,750
Skyloft Asheville $229,900 - $585.000 $244 - $318 850 -1 947
Subject $300,000 - $840,000 $298 - $350 1,000 - 2.400

Based on the above chart the asking prices at the subject are within the range of
similar communities in the Asheville area. Therefore, we consider the asking prices o be
reasonable and market.

RECONCILIATION OF CONDOMINIUM PAD VALUE

The developers of The Villages at Reynolds Mountain provided us with the proposed
end point pricing for the different condominium unifs, which we determined to be at
market value, based on the above comparable sales along with the other communities
in the Reynolds Mountain Development. The end-point prices are shown in the table
below.

“price per SF | End Point Price

“¥Proposed | SFof Unit |

Condominiums

T Temaces— 2BRI2BA $298.00 T§566200  $11,890.200

Terraces — 3BR/3BA $350.00 $840,000 $7.560.000 i

Porch Homes 30155 $23,394.240 |

1 T Courlyards AR SV 1700 $308.00 T $16,483200
R T One Bedroom Lofts above Retail 36 771,000 $300.00 $10,800,000

$497,000

$355.00 :
Total Sales %

$115,032,640 |

“ ‘ CONDOMINIUM PAD VALUE

| ‘i The percent ratio of land to end point pricing typically is higher for a mid rise
‘ | condominium project versus d townhome. Townhome ratios in the Reynolds Mountain
area has ranged from 16.00% fo 21 00%, with an average of around 18.00%. This is due
‘ to the fact that a mid rise condominium project has a higher density than a townhome
H N project given the same size tract of land. We have determined through our experience

analyzing the market that the percentage of land vaiue to end point pricing for
o condominium units is about 2.0% higher than same ratio for townhomes.
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We have provided several communities in the Asheville area to support this amount.
The table below shows the comparable properties. The ratios for communities in the
Asheville area have ranged from 14.80% to 24.88%, with an average of 19.87%.

Ashevile, NC $60,000

$289,654 20.71%

Hendersonville, NC $71.333 $286,684 24.88%
Asheville, NC $33,500 $165,011 20.30%
Asheville, NC $50,000 $269,448 18.56%
Hendersonville, NC $50,000 $337,900 14.80%
Asheville, NC $50,000 $250,040 20.00%
Average $52,472 $266,456 19.87%

Therefore, based on our townhome ratio of 18%, it is our opinion that the land value to
end point pricing for mid rise condominiums would be 20%. This is within the range of
the comparable data above. For the proposed units above the retail and office
spaces, this would be lower than the 20%, closer to 15.0%. These percentages will be
applied to the average end point price of the condominium units to determine the
pad value aftributed to each condominium unit. Qur estimated condominium pad
values are shown in the following table.

113,240

Terraces - 2BR/2BA 21 $ 566,200 20% $ $ 2,378,040
Terraces - 3BR/3BA 9 $ 840,000 20% $ 168,000 $ 1,512,000
Porch Homes 36 $ 649,840 20% $ v 129,968 $ 4,678,848
Courtyards 32 $ 515,100 20% $ 103,020 $ 3,296.640
1BR Lofts above Retail 36 $ 300,000 15% $ 45,000 $ 1.620,000
2BR Lofts above Retail 35 $ 360,000 15% $ 54,000 $ 1,890,000
T 169 Total Pad Sales $ 15,375,528

Avg.Pad Value  $ 90,979

Lodge Units B 65 = 49,000 - 2% $ \ 99,400 $ 6,461,000
65 Total Pad Sales $ 6,461,000
Avg. Pad Vaiue $ 99,400
FRED H. BECK & ASSOCIATES, LLC 82
B-89

p




THE VILLAGE AT REYNOLDS MOUNTAIN MIXED-USE DEVELOPMENT (PROPOSED) - WOODFIN, N.C.

The total overall average price per pad based on the above calculations is $920,979.
rounded to $91,000 for the 169 proposed residential units and $99.400, rounded to
$99,500 for the 65 proposed residential lodge units. These prices will be used in the sell
out of the 169 and 65 units. This price will remain steady for two years and begin
increasing by 3.0%, once the economy begins to recover.

CONDOMINIUM ABSORPTION

We reviewed several residential condominium developments that were recently
developed or proposed in the area to determine an absorption rate for the subject.
Many developers were reluctant to provide detailed information about sales for their
properties. We therefore, relied on market information about how many units have
been sold in each project and estimated that most developers market their units at
least one year prior to co’nis’rr'uc’rioh. Absorption for the condos ranged from 0 to 30 units
per month, with an average absorption of approximately 7 unifs per month. We have
looked at several comparable condominium developments and their absorption rates.

Reynolds Mountain Townhomes located near the subject's Phase V, had a total of 36
units with prices ranging from $699.900 to $1,200,000. According to information provided
to us by the developer, the absorpftion for this development was 1.80 units per month.
The prices for these unifs are higher than the subject’s proposed units. Therefore, we
would expect a higher absorption rate than this.

Lexington Station located in downtown Asheville, had a total of 66 units with prices
ranging of $225,000 to $525,000. The absorption for this development was 6.0 units per
month over an eleven month period. The Sky Lofts of Asheville, located just east of
downtown Asheville, is currently under construction and will have a total of 69 unifs.
Prices at this development range from $229,000 to $585,000. The developer reported an
absorption rate of 5.0 units per month over a six month period. However, as we have
previously mentioned, the condominium market in the Asheville area has slowed, and
we would not expect this strong absorption rates to continue as shown by Lexington
Station and The Sky Lofts.

Due to the slowing of the economy, which has resulted in slowing condominium sales,
we have projected an absorption rate of 2.0 units per month. However, by 2010, the
economic slowdown should have ended and the market could be in a recovery mode.
We would expect the sales of the condominium units to pick up o around 4.0 units per
month. This will be shown in our sell out analysis of the condominiums.
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SELLOUT EXPENSES

Sellout expenses are those expenses that will likely be incurred during the sellout of the
finished condo pad. Expenses will include closing costs, marketing and advertising
costs, real estate sales commissions, miscellaneous costs and developer's profit. Real
estate faxes, insurance and general and administrative expenses will be included in
miscellaneous costs.

CLOSING, ADVERTISING, & MARKETING COSTS

We have estimated the costs related to the pads will be about 2.5% of gross sales. It is
assumed that all the units will all close within a four to eight week period after
completion of the subject.

REAL ESTATE SALES COMMISSIONS

According to the developer, sales commissions are being paid to brokers in the amount
of 5.0% of total revenues. Typical real estate commissions on smaller homes in the area
are about 4.0% to 6.0% of the total sales price. Therefore, the developer's estimate of
5.0% is within the range and considered reasonable.

MISCELLANEOUS COSTS

Miscellaneous costs for the subject include hazard insurance and some general and
administrative expenses. Since a majority of the subject units are estimated to be pre-
sold, only a minimal amount of insurance was necessary along with a minimal amount
of general and administrative costs. We have estimated a cost of 0.25% of gross sales
revenues of the units only.

ENTREPRENEURIAL PROFIT

We have included a reasonable allocation for entrepreneurial profit. This is intended to
reflect the inherent risk incurred in the development of a project similar to the subject.
When determining a profit allocation to subtract from the anticipated cash flow, we
have analyzed varying degrees of profit that may be necessary in order to attract a
purchosér to a development project of this type. Condominium pads typical demand a
profit allocation of between 10% and 15% of the gross sales price on the pads that sale.
We have estimate the profit requirement on the subject property to be about 12% on
the unsold pads.

DISCOUNT RATE

According to the Korpacz, discount rates for the national luxury apartment market
ranged from 6.0% to 11.00%, with an average of 8.28%. This was the most comparable
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discount rate is just above the upper end of the above range.

VALUE OF PROCEEDS FROM SELLOUT OF IMPROVEMENTS — 169 RESIDENTIAL UNITS

The total bulk value from the s
$9,027.000 rounded. The chart below sh

incurred during the sellout of the units.

iscount rate for the subject condo property. We
t the cash flow back to a present value. This

ellout of the 169 condominium units is $9,027,318 or
ows the gross sales and expenses likely to be

- -
P . el
lResidential Condo Sales
IRemuining Unsold Units 169 145 121 73 25
Entitled Units Sold This Period 24 24 48 48 25
Land Value Price Per Pad $91,000] $91.000] $93,730] $96,542 $99.438]
Total Sales $ 2,184,000 | $ 2,184,0001 $ 4,499,040 | $ 4,634011 1 % 2,485,954 | $ 15.987.005
Less Expenses
Closing Costs, Marketing & Advertising 2.50% $ 54,6001 $ 54,600 | $ 112,476 | $ 115850 $ 62,1491 % 399.675
Real Estate Commissions 5.00%) $ 1092001 % 109.200 | $ 2249521 % 231,701 | $ 124,298 | $ 799.350
Miscellaneous {Taxes, Ins. & G&A} 0.25% $ 5460 % 5460 | % 11,248 | $ 11,585 % 6215] % 39,968
Entrepreneurial Profit - Unsold Units 12.0% $ 262,080 | $ 262,080 | $ 539,885 $ 556,081 | $ 298,314 % 1,918,441
Total Expenses $ 431,340 § 431,340 | $ 888,560 | $ 915217 | $ 490976 | % 3,157,434
Net Income $ 1,752,660 | $ 1,752,660 | $ 3,610,480 $ 37187941 % 1,994.9781 % 12.829.572
Discount Factor 12.0% 1.00000 0.892857 0.797194] 0.711780] 0.635518 0.567427
PV of Cash Flow $ 1,564.875| $ 1,397.210] $ 2,569.868 | $ 2363361 | $ 1,132,004 | $ 9,027,318
Total PV of Cash Flows S 9,027,318
Rounded S 9,027,000

“yalue Upon Completion of infrastructure” -

August 1, 2008 — PHASE V - 169 Residential Condominium Units

$9,027,000
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VALUE OF PROCEEDS FROM SELLOUT OF IMPROVEMENTS - 234 RESIDENTIAL UNITS

The total bulk value from the sellout of the 234 condominium units is $12,082,327 or
$12,082,000 rounded. The chart below shows the gross sales and expenses likely to be
incurred during the sellout of the units.

Residential Condo Sales

Remalning Unsold Units 169 145 121 73 25

Entitied Units Sofd This Perlod 24 24 48 48 25

Land Value Price Per Pad $91.000] $91.,000 $93,730 $96,542 $99.438, $102,42t

sales from 169 Units $2.184,000} $2.184.000] $4.499.040) $4.634.011 $2.485.954| 30} $  15.987.005

Idential Condo Sales

Remaining Unsold Units - - - 65 41

Entified Units Sold This Period - - - 24 41

Land Value Price Per Pad $99.500] $99.500] $102.485 $105.560 $108.72¢) $111,988]

Sales from 65 Lodge Units $2.609,432] $4.591.513] $ 7.200,945

Total Sales $ 2,184,000 | $ 2,184,000 | $ 4.499.040| $ 4,634011 ] % 5.095.386 | $ 4,591,513 $  23.187,950

Less Expenses
Closing Costs. Marketing & Advertising 2.50%) $ 54,600 | $ 54,600 | $ 112,476 | $ 115850 | $ 127385 $ 114788 | $ 579.699
Real Estate Commissions 5.00%| $ 109,200 | $ 109.200 | $ 224952 | $ 231,701 | $ 254769 | & - 229.576 | $ 1,159.398
Miscellaneous {Taxes, Ins. 8 G&A] 0.25%| 3 54601 % 5460 % 11,248 | $ 11,585 | % 12,738 | % 11.479 ] 57.970
Entrepreneurial Profit - Unsold Units 12.0%| $ 262,080 $ 262,080 | $ 539.885| $ 556.081 | $ 611,446 | § 550,982 | $ 2,782,554

Total Expenses 3 4313401 $ 431.340 | $ 888,560 | $ 915217 | $ 1,006,339 | $ 906,824 | 4.579.620

Net Income $ 1,752,660 { $ 1,752,660 | $ 3,610,480 | $ 3718794 | $ 4,089,047 | $ 3.684,689 | $ 18,608.330

Discount Factor 12.0%) 1.00000] 0.892857| 0.797194] 0.711780) 0.635518 0.567427 0.506631

PV of Cash Flow $ 1,564.875] $ 1,397.210] $ 2.569.868 | $ 2,363,361 | $ 2,320,235| $ 1,866,778 1 $ 12,082,327

Total PV of Cash Flows $ 12,082,327

Rounded $ 12,082,000

“Value Upon Completion of infrastructure” — August 1, 2008 — PHASE V - 234 Residential Condominium Units
$12,082,000

ABSORPTION OF RETAIL AND OFFICE SPACE

In projecting absorption rates, we have