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JITOED AUy LUGFRE ufF TEL ASSTGNMENT:

Pomeroy AppraZcal Associlates, Inc. was reta . ol
the current FNet lLiguidation Value of the MilwauXe= #.1
set Operating Froperty from Miles City, Montana waat “ry.
the states of Mentana, Idaho and Washingtcn.

Net Operating Property (N.C.P.) is defined as: <haz
real property used and required for rail service.

For the purpose of this study, Net Liguidatien Yalue

is aefinea as:

£

+ "The anticipated price in terms of dollars wiich
the real property assets would bring if expuseu
for sals in the open and competitive market -inder
all conditione prerequisite to a fair sale
considering a use other than for rail transportation
the buyer and seller each acting prudently,
knowledgeably and assuming the price is not arfcaotes
by undue stimulus."
This definition of value recognizes Interstate Commerce
Regulation 49 CFk 1121.43 (e).

The value estimate of the N.0.P. includes only real estacs
and assum=s the land is cleared to ballast. It does nct inziw:
railz, rolling stock or other items not considered real prepe.t
The buildings an N.O.P. in most cases are for a specialiced use.

and coatribute very little under a non-rcailroad scenaric. T«
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“he purpose of this valuation study, the buildings are evzimc':

to ernhance the land value by 1 millicn dollaps.

Lﬂ-m PUMEROY APPRAISAL 8880CIATES, (NC.

1
PR 2TRT. TR DR ISR T REERERETEETE. ARSI BSOS ORIy X

g




5

j

-6 ]
»
¢
;

Limeans » vo. Jtvat. whiaeh £mmarizes &ore i
mep. We hLevy wmale no attenpt to ealeulate Lrovemy
To caliculate L.C.F., we have deductad the Milvausze
esTimate of surglus groperty not needed Lor Tha OF3ratisn
the railrgad from total inventory.

For the purpose of this value estimave we hdve assun.
marketable title. An analysis of sales of railroed propert,
including the YNilwaukee Railroad show tha* the sales studier
have the same general title cdeficiencies feouns ~n the
Milwaukee Failroad property being valued.

Other assumptions and limiting conditlons are Zound as
part of this report.

The Railroad Property (N.O.P.) was viewed £ty air Zetwee:,
August 19 and 23, 1979. The high value areas ¢ Leatrie,
Tacoma, and Spokane, Washington were also viewed in June, 137

The line under analysis begins at Miles Zity, Montana in
Custer County at Mile Post 1122 and proceeds west. It includes
lines in Montana, Idaho and Washington (see attached map).

Description: Beginning in the Town of Miles City,

fontana the general topography and abutting
land will be described as follows:

Generally from Miles City to Forsythe the
land is level, irrigated and set 1o farmlani
along the Yellowstone River. West of Forsvthe
to Cold Springs and Melstone, and eventually

Harlowton, *the line follows the Mussellshell
River Valley which again is irrigated farmlana.
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and westerly from Lewilstown to Soant zall x

Agawam tihie area 1s genera.ly roilirc .est 2r
Scattered areas along this line are 7 T
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Along the line from Harlowton to Fingl.ng, thw
abutting topograprhy tegins to getr hHilly
ascending a small range of mountains.

From Ringling toc Three Forks, the line runs
along parts of the Missouri River in an area
kncwn as "18 Mile Canyon". There is scme
corper mining in the adjacent areas.

Northward from Piedmont to Butte the line
cresses the Rocky Mcountains, as it descends
through the foothills through Dawson, Finlen
and Morel the area known as Silver iZow Canyon,
the land beccmes more level along tie Clops
Fork River and is generally cropland (potare
wheat) with some ranching, from Ceer Lccge t
Drummond, Migsoula and Alberton.

2%
c

West of Alberton the line passes through the
foothills of the Bitter Root Mountains and crosses
the Eiver into St. Regis Canyon and then

the East Portal Tunnel into Idaho. Much ef

this area is hilly and lumbering is the

primary land resource between St. Regisz and

3t. Maries. Avery along the St. Joseph

River was an important transfer yara during

the steam and electric era of the railroad.

The area of St. Maries to Plummer again is
primarily hilly and offers excellent timber and
recreational amenities along Lake Coeur D'Alene.

The line south from St. Maries to Palcuse is
primarily farmland and timber.

From Spokane south to Plummer and west tc Beverly
the adjoining land is flat, originally arid land
part of which has been irrigated and now iz

farmed, with the remainder dry farm and range land.
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(cont'd)

i) N 0 s % Hpa . (W p W= o ' = .
Fhe st - tpe Lron Moes, s Lale

g orewed o and hen wecen vy osated s
ic rnow prine farmland

West of Eeverly tc Ellensburg passes -hreog. Lo
Rattlesnake Hills. The fYakima Kiver Valle,; arc.nt
Ellensburg is prime irrigated farmland.

From Thorp west of Ellensburg to Easton the

line rises through the foothills of %the Cascades
with logging again being the primary industoy,
to the Tanner-{edar Falls area. This arez is
also extenzively used for recreaticnal purposes
especidally ski slopes.

West of Cedar Falls to Maple Valley there is a
"restricted area" which is the watershed for the
City of Seattle. Seattle tc Limestone -unciion
is comprised of mixed topography, interspersed
with lumbering cperations. There is some mining
in the morse mountainous areas of Limestone
Junation.

The line to Seattle, Tacoma south to Morteon is
again hilly. Timber and logging agein are the
prime industries, except for the industriazl
areas in and arcund Seattle and Tacoma.

The line from Frederickson to Hoquiam te the west
follows the Hoguiam River and adjcining valley.

The line south of Maytown and west has mixed
topography with industry and logging being of
prime importance.

The line from Port Angeles to Port Townsend,
northwest of Seattle, follows the Strait of

of Juan De Fuca and has a mixture of uses such
as recreational, residential, lumbering and
waterfront industrial., The lipe from B%llinghem
to Limestone Junction and Lyn@idg passes through
agricultural and timberland.

The N.O.FP. under analysis contains 1,780.2 miles owned in

fee and 126.9% miles under joint ownevrship. The entive N.J.P.

eontains 35,124,162+ A,
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PART 11 fleont ')

PaTesd wunber wals transierred To Gompuser redzalls Tz .y 18
avenlnry w=3s checse2d and keyed to the Valuat.us

Where the net cozrating rigat-cl-wdyv was owned wizh cthor cerrisos, *
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All sales, econtracts, options, negotiated trice levels, and
appraisal indicatur: were located on the Valuatior Maps.

Factors which were considered in Pomeror Appraisal Assoclates!
estimate ol value included, but were not necessarily limited to,
the following:

(1) Location

(2) Supply of available and competitive sites.

(3) Demand for industrial, recreational, residential
multi-family developments, governmentai, pablic
and/ocr institutional uses, as well as lim.ted
or virtually unusable parcels.

(4) Topography - cuts and fills.

(5) Bridges and tunnels.

(6) Shape, floodplain, and interests in water rights.

(7) Sales, contracts, options.

(8) Lands within, over or under public rights-of-way
subjent to ordinances, snow easements, and
trackage rights were not considered in cur
analysis.

(9) Highest and best uses.

{10) Environmental constraints
Specific attention was given to the adjacent land uses along th

=

proposed abandonment.
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PART Ll

Valuatica ' thodelogy

Juar investigation included cenversatiuns wath Yenrcuentatives
of the Milwaukez Railroad to review value indicators f£o5r the area
under enalysis. 1In addition, outside market value arpraisals,
where available, were given consideration in this value estimete.

In this phase of the assignment, information was gathered
concerning real estate activity, supply and demand, highest and
best uses, environmental constraints, quality of the land, sbutting
land uses, and other factors that affect value.

Sales activity of the Milwaukee Railroad between 1975 and
July of 1979 was reviewed by State and Valuation Section. The _
Road has consummated about 300 sales, which are the basis of this
valuation study. Sales activity of the Milwaukee Land Company,
predominantly in the State of Washington, were reviewed to provide
benchmark price levels to estimate present net ligquidation value.
Negoéiated per-acre prices between the Union Pacific and the
Milwaukee Railroad on portions of the N.O.P. were also given
consideration. We have studied the Milwaukee Railroad's sales
of abandoned railroad property, as well as those of other railroads.
We have used these studies in estimating the ratio of developable
parcels to abutter purchasers, both for discount and percentage of
total value, as well as estimating the time it will take to market

the inventory.

&—_.-M : — A POMEROY APPRAISAL ASSOCIATES, ING. SRR
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PART I.: sont L)

av 2 L et o8 1) gt (S s e i S S TN
veveldariert L. Lo tTRTOneTion watl ~BUTTing progdet beteyl

referrea T4 45 "dev-iepabluY or "Abotter' paree is

& develo.able pavnel ls wefined as having Shysicdl end eccnom.
chararteriarics wi..zh alicw it to Le developed or subdiviced fop
convertional uzez as related in the market place.

An abuttier parcecl is defined az a parcel of real property
that by reascn of shape, size, topegraphy, accez:, or sther
physical characteristics hds no significant use except to abutting
property owner(s).

The inventory which was used made no distinction between the.
net ownership and those properties classified as surplus to N.O.P.
Therefore, the 1977 Milwaukee Company's value estimate of the
Surplus Properties (trended to August 1979) was used. In trending
this value estimate, consideration was given to the Consumer Price
Index and the percent change in average value of real estate per
acre from December 1877. We have trended the Milwaukee Railroad
Company estimate by 10% per year. This results in an estimate of
$18 million as the present worth of the Surplus Real Fstate within
the net ownership. This estimate, in our opinion, is sound and
has been adopted.

The value of this Surplus Property will be deducted from the

gross estimate of value of the total net ownership.

AOMEROY APPRAISAL ASSOCIATES, INC.
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PART II: (econt'd)

It is my julgment thaet a reasonable time to sell tre real
estate wicrolr 4 ciscounting procecuve is twd years. L) property
that will nct sell within two years I will not discount. because
in my judgrent appreciation of values in the strong marxets of tke

Northwest Pegion will offset any discount for time to sell.

POMEROY APPRAISAL ASSOCIATES. INC.
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CERTICLEATLOAN

I hawe ser. anally inmgactsd tpe Dpodest o ALpdi “wd
hereirn;

I persa 1y sre.ared the aralyuses, conc.usiors and
opLuiona sl"?T&iwﬁ r2al estate Tna:r are IET Iertn

in thas apprassal wnlass otherwics stated:

The statemsnts contalnaed in this report and udsan
whieh the opinisns avé bized arte true and sarreet
to the bazt of my knowledge and belief;

All lﬁmltxng conditions impesed by the tewnﬁ of
my assignment or by the undersigred which Teat
the ana1y¢eg, eninions, and conclusions in ,his
rezort are centained hereing

Employment in and compensation for m&k‘ag this
appraisal are in no way contingent upon the valua
reporteds;

I have nc interest, either present or contemplated,
in the subject property;

I have ne personal bias with respect to the subiect
matter of this appraisal report or the partiss involwved;

This report has been made in conformity with and is
subject to the requirements of the Cada of Lthics
and Standards of Professicnal Conduct of the

American Institute of Real Estate Appraisers of
the National Associliation of Realters.

It is my judgment that as of __ AUGUST 2u, 197¢ = the

Net Ligquidation Value of the subject prcperty under appraisal is:

THIRTY-TWO MILLION DOLLAR@
($32,000,000.00)

[5S, INC.

POMERQY APPRAISAL ASS0CT

For their help in the development of the factual materisl and their

col ion in the conclusions of this report, I do hereby
ackn ge the assistance of Leslie B. Gray, ?resxdent, and

DBVId‘F. ?e&tf;&ld,

POMEROCY APPRAISAL ASSOCIATES. INC.
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STATE OF NEW YORK

COUNTY OF ONONDAGA

Richard €. Allen, duly sworn, dcposes, and sayz that

the foregoing statement is true and correct.

aichard'c.tAllen,’&ﬁi;i’;éfé?g;ﬁ,
Viee President
POMEROY APPRAISAL ASSOCIATES, INC.

SWORN TO BEFORE ME THIS 29th day of AUGUST, 1979
et v & P, gl

SHERRY L ‘Wﬂ .
Purery ’Pﬂﬂ i iNe New
Qustilied: In ‘Onen. Co, No. °Mﬂ°
My Cammaston Expigms | &!" R



' QUALTFTCATIONS of 3
RICHARD ©. ALLEN, M.A.T.; S.8.P.A. \
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Canidn Sq.igals dernnlesl THEE) Mt o
mRrTariinal DErTRsd sadiaee SeRaol BN doghe e Tre neerSyg o F 908, o
Real Li%dke 400 2%24% TNFEE <« Zupeay £ %, 1.0, s@795ME5F oF {
Transperiirion.. renton,d.d.s Jeal Lstal:i'* &ppraisal Zurse I, '
Chieago :1>e:); mal Sszate Aspraisal Ceunes 2s 3a3r;La (13cte),
£ oﬂum-ua arﬁ vaarceﬂ Real "szate Tecnh;i_c ,our y ,rag;se;
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Member ¢f American Institute of Real Estate Appraisers (M.A.1.)
Professional Rezoynition Award - A«I.R.E.A. (1377=1-73)
Member - Arerican Socisty of Fesidential Apbovaisers (5.%.7, .)
. Licensed by lfew Yorh S*ta%ta, Dept. of S%arc, a. res . eslbate galesmarg
Director - Chrapter #30 - American Institufe i Beal Istate
Appraisers (1972-137%)
Treasurer - A.I.R.E.A., Chapter #30 (1978-1477) i
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Director - N.Y¥.S. Society of Real Lstate Appraiscrs
N.¥.8. Chapter #1486 (1973-13977)
Chairman - National Candidates Cuidance Copmirtcee,A
Member - Mational Admissions Committee (1376-1377)
Chairman - Town of Salina Zoning Board of :hgﬂfl (18976-1977)
Approved faculty member of N.Y. S. Edueation Lepariment
Certified Instructor - A.I1.R.E.A., Course l-A and VIII
EXPERIENCE:
Marketing Vice President -Pomeroy Appraisal ﬁa$0cl=teh, Inc.
7 years Civil Eng‘qeewlng ilnspectlen-desxgnwonrxewJ of bridges
and highways fer .Y,S. Department of Transportation
3 years Assistant 80113 Engineexr €=up§vVI°ar) classi,
N.Y.8. Department of Transportation
Qualified real estate fee appmaxcer - Yermont hHighway Department
Quaiified real estate fee apuraiser - N.Y.S. Duwhr*mﬂn;s of:
‘Transportation, unv;rcnmenta' Consexvation, L Urban Jevelopment
Corporation; General Services Administraticn. and M.G6.I.C.
Associated with Martip Allard,M.A.I. of South Surlingtdn, Vermont
~as Staff Appraiser (1964-~1966)
COURT EXPERIENCE:
~ Testified as an expert on real estate values before the New York
State Court of Claims, Supreme Court, and Urban Renewal
Commissicns throughout New York State
53 a MALJE FOR H
S. Government (Post Office Department); General Services Adminj
New England Telephone Co.; Aluminum Co. of America; Formell Housin
Authority, Potsdam Housing Authoritys; Urban Fenewal Agen ies:
(Potsdam, Ilion, Rome, Palmyra, Hornell, Binghamton, Syracuse,
Corning, Painted Fost, Elmira, Fulton, Elmira Heights)j; New York
State Depts. of: Transportation, Mental Hyglene, envivonmental
Conservation, and Urban Development Corpcra 3.om otren corporations
banks, attorneys, investors, and private individusls.

+I.REJ&. (1976)

Baaan & BaV1s fer Net quuzdatmon Valuatan of the raal prep rty
assets of The Milwaukee Railroad and The Mllwauxea hand chpany-

POMEROY AFPRA'SAL ASSOCIATES, INC.




UMDERLYING ASSUMFTIONS AND LIMITING CONLITIONS

This appraicas vepurt lLes beea mads wizh 1he Jo oowio, essunpl.
and 1lmlivl g consitions:
L. N vaguergihlzit j 14 asguned fer matters -o. a: 2z AaTr

) e it
and tizle #w The property is assumed o be goou anc
zble unless ntherwise gtated.

2. Unlesz otherwise stated, the property is appraiseq Iree
and clear of any o¥ all liens or encumbraices.

3, 'The informaticn furnished by others is be'ieved to be
reliable butr I assume no responsibilitv for 1ts accuracy.
‘Resp0ﬁslble ownership and competent property managemeit
is assumed,

4, The plot plans and eXhibitg in this report are included
only to assist the reader in visualizing the property.
I have made no engineering survey of the property.

8. Pessessxen of this repart or a copy thereof dces not
carry with it the right of publication nor may it be
used for any purpose by any but the client wzthout the

| previous written consént of the dppraiser and the client 1
| and then only with proper qualification. -
6. The appraiser herein by reason of this appraisal is not 3

required to give future consultation, testimony, or be
in attendance in Court with reference to the property
in question unless arrangements have been previocusly
made therefor.

7. Unless otherwise stated, personal property has not been
included in this report.

8. Disclosure of the contents of this report is governed by
the Bylaws and Regulatlons of the American Institute of
Real Estate Appralsers. Neither all nor any part of the
contents of this report (especially any conclusicns as
to value, the identity of the appraiser or the firm with
which he is connected, or any reference to the American
Institute of Real Estate Appraisers or to the M.A.TI.
designation) shall be disseminated to the public through
advertlslng, publlc relatmans, news, sales, or other media
without the prior written consent and approval of the author.
All appraisals dre subject to review by A.E.C. of A.I.R.E.A.

FOMERGOV APPRAISAL ASSOCIATES. INC. MEEBENSESRENNERIN—
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