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TROY GILES REALTY AND MANAGEMENT
Long Island Investment Opportunity

23+ acre Fee Simple Tract
Lying at the “foot” of the past Causeway entrance to
South Padre Island within the
Historical City of Port Isabel, Texas
And

A 90 Acre Leasehold, Submerged Tract
(to include 3,187 +/- feet of the original Queen Isabella Causeway)

Within the past 37 years, since closing of the Original Causeway in 1975, the Original
Causeway and adjacent land has been under control by other parties, such as the developers
of the Peninsula Yacht Club, Port Isabel, Texas and the Mariner’s Point project (see at-
tached information) which never came to fruition because they were “before their time”.
The previously proposed projects for the subject site were well thought out much like to-
days Long Island Village and the SPI’s properties: the Boardwalk Condominium Yacht
Club, Las Marinas Condominiums, the early Fiesta Harbor, and the KOA RV
Campgrounds (located on the opposite end of the original Queen Isabella Causeway). The
market has been drastically affected by the economy the past few years, BUT now the area
is seeing the “light at the end of the tunnel”. The Classic Original Causeway and adjacent
land is not only a prime site for a Second Home Water Oriented Community and/or RV
Campground but (thinking out of the box) a prime fishing pier and observation deck for
SpaceX, public park for Port Isabel, Long Island Village (Outdoor Resorts) and Cameron
County, etc.

With the proposed coming of SpaceX and the 2™ Causeway to South Padre Island, the
Classic Original Causeway will become a valuable and prime location for development.
The unique aspect of the site and its location offer great possibilities to accommodate a
growing population and tourist destination. The subject site offers 23.67 acres of peninsula
type land surrounded on 3 sides by water with the abutting 3,187’ of Original Causeway
extending into the Laguna Madre Bay. Approximately 90 acres of submerged land also
conveys as leasehold. Located on Long Island, the highest and best use is most likely Multi
-family and/or Recreational. The Original Causeway could be utilized for its deep water
mooring possibilities, the best redfish and snook fishing in the area and no doubt this land
and causeway would be a prime spot to watch rockets launch from the nearby proposed
SpaceX launch site that would be located approx. 5 miles south on Boca Chica Beach.

Although this information is believed to be accurate it cannot be guaranteed.
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Unvegetated
Submerged

Description of Leased Area
Being 500 feet either side of the center line
of the existing western portion of the Old
Queen Isabella Causeway and the 3,187-
foot State-owned causeway, adjacent to
Long Island, Cameron County.

Upland Property Legal

Description
A 23.67 acre tract of land out of State
Tracts 749 and 751, Laguna Madre
Cameron County, Texas, and being that
certain tract further described as “Tract 2"
in deed recorded at Volume 137 Pg. 391

Deed Records Cameron County, Texas
Bulkhead Elevation: 6' HWM
Upland Elevation: 6' HWM

Upland Vegetation:

Patchy Native Grasses and Scrub
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Laguna Madre

Tide Level: Normal
Water Visibility: 3'

. = Seagrass (~9 acres within leased area)

= |ntertidal and Marsh Areas (-1 acre witin leased area)

Unvegetated
Submerged

Dredged Channel
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Water Body: Laguna Madre
County: Cameron
State Tract: 749

X
R
LC20130004 B

i Google earth

Eye alt 4737 It

[ Title: Patriot Bank / LC20130004 ~ | Date of Inspection. December 1 B8, 2012
l Creator: Jason Zeplin
| Exhibit A

'Company: General Land Office
Scale: Not to Scale
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TEXAS GENERAL LAND OFFICE
COMMERCIAL COASTAL EASEMENT NO. LC 20130004

This Commercial Coastal Easement No. LC 20130004, (the “Easement™), is granted by virtue of the authority granted
by Chapter 33, TEX. NAT. RES. CODE ANN. and 31 Texas Administrative Code Chapters 1 and 155, and all
amendments thereto, and subject to all rules and regulations promulgated by the Commissioner of the General Land
Office and/or the School Land Board pursuant thereto and all other applicable statutes.

ARTICLE I. PARTIES

1.01. In consideration of the mutual covenants and agreements set forth in this Easement, and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the State of Texas, acting by and
through Jerry Patterson, Commissioner of the General Land Office and Chairman of the School Land Board, on behalf
of the Permanent School Fund (“Grantor”), does hereby grant to PB Commercial LLC, a Texas limited liability
company (“Grantee”), whose address is 7500 San Felipe, Suite 125, Houston, TX 77063-1707, the right to use the
property described herein for the purposes described in this Easement.

ARTICLE II. PREMISES

2.01. The property Grantee may use is described as follows:

Submerged portions of State Tract 749, Laguna Madre, Cameron County, Texas, being 500" either
side of the center line of the existing western portion of the Old Queen Isabella Causeway, and the
approximately 3,187-foot State-owned causeway structure, for a total project encumbrance of
approximately 90.0 acres (collectively, the “Premises”). The Premises are further described and
depicted on Exhibits A and B attached hereto and incorporated herein by reference.

2.02. Grantee represents that the Premises are located adjacent to property which is owned by Grantee or in which
Grantee has a possessory interest, which property is identified as:

A 23.67 acre tract of land out of State Tracts 749 and 751, Laguna Madre Cameron County, Texas,
and being that certain tract further described as "Tract 2" in deed recorded at Volume 137, Pg. 391,
Deed Records Cameron County, Texas.

2.03. Grantee acknowledges and agrees that when any authorized improvements are placed on the Premises, the
location of such improvements shall thereby become fixed at such location and shall not be changed except by a
written amendment to this Easement.

2.04. AS IS: GRANTEE HAS INSPECTED THE PHYSICAL AND TOPOGRAPHIC CONDITION OF THE PREMISES AND
ACCEPTS THE SAME “AS IS,” IN ITS EXISTING PHYSICAL AND TOPOGRAPHIC CONDITION. GRANTEE
ACKNOWLEDGES THAT IT IS NOT RELYING ON ANY REPRESENTATION, STATEMENT, OR OTHER ASSERTION OF
GRANTOR WITH RESPECT TO THE CONDITION OF THE PREMISES, BUT IS RELYING ON GRANTEE’S OWN
INSPECTION OF THE PREMISES. GRANTOR DISCLAIMS ANY AND ALL WARRANTIES OF HABITABILITY,
MERCHANTABILITY, SUITABILITY, FITNESS FOR ANY PURPOSE, AND ANY OTHER EXPRESS OR IMPLIED WARRANTY
NOT EXPRESSLY SET FORTH IN THIS AGREEMENT. THE USE OF THE TERM “GRANT” IN NO WAY IMPLIES THAT
THIS AGREEMENT IS FREE OF LIENS, ENCUMBRANCES, AND/OR PRIOR RIGHTS. GRANTEE IS PUT ON NOTICE THAT
OTHER GRANT AND/OR ENCUMBRANCE MAY BE OF RECORD, AND GRANTEE IS ADVISED TO EXAMINE THE
RECORDS IN THE ARCHIVES AND RECORDS DIVISION OF THE GENERAL LAND OFFICE AND RECORDS OF THE
COUNTY IN WHICH THE PREMISES ARE LOCATED.

2.05. RESERVATIONS: Grantor reserves the full use of the Premises and all rights with respect to its surface and
subsurface for any and all purposes except for those granted to Grantee. The aforementioned reserved full use of the
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Premises by Grantor includes the right of ingress, egress, and use of the Premises by Grantor, its officers, agents,
representatives, employees, and other authorized users for any authorized purpose.

ARTICLE ITI. TERM

3.01. INITIAL TERM: The initial term of this Easement is for a total period of forty (40) years, beginning effective
March 5, 2013, and terminating on March 4, 2053, unless earlier terminated as provided in this Easement.

3.02. RENEWAL OPTION: Upon expiration of the initial term of the Easement, Grantee shall have the option, upon
six months advance written notice to the State, to renew the Easement for a period of twenty (20) years from the date of
expiration, provided that Grantee is in compliance with all terms and conditions of this Easement.

ARTICLE IV. CONSIDERATION

4.01. CONSIDERATION: As consideration for the granting of this Easement, Grantee agrees to pay Grantor as
consideration (the “Rent”) annual installments of One Thousand And 00/100 Dollars ($1,000.00), beginning March 5,
2013. Rent is payable on or before the first day of each “Easement Year.” “Easement Year” means the period from
March 5th of one year through March 4th of the following year, with the first Easement Year beginning March 5,
2013.

4.02. PAST DUE CONSIDERATION: All consideration and any other payments hereunder to be paid by Grantee shall
be deemed to be “rent” and due and payable by Grantee without demand, deduction, abatement, or off-set. Past due
Rent and other past due payments shall bear interest from maturity at the rate of ten percent (10%) per annum from
the date when due until actually paid. Failure of Grantee to make a payment on or before the date the same becomes
due shall, at the option of Grantor, make all payments due and payable immediately. Grantor and Grantee agree that
the foregoing represents a fair and reasonable estimate of the expenses that Grantor may incur by reason of such late
payment by Grantee. Acceptance of such late payments by Grantor shall not constitute a waiver of Grantee's default
with respect to any such past due amounts, nor prevent Grantor from exercising any other rights and remedies
available to Grantor hereunder, at law, or in equity.

4.03. HOLDOVER: If Grantee continues in possession of the Premises after expiration or earlier termination of this
Easement, Grantee will be deemed to be occupying the Premises on the basis of a month-to-month tenancy subject to
all of the terms and conditions of this Easement, except that, as liquidated damages by reason of such holding over,
the amounts payable by Grantee under this Easement shall be increased such that the Consideration and any other
sums payable hereunder shall be 200% of the amount payable to Grantor by Grantee for the applicable period
immediately preceding the first day of the holdover period. Grantee acknowledges that in the event it holds over,
Grantor's actual damages will be difficult, if not impossible, to ascertain, and the liquidated damages herein agreed to
be paid are reasonable in amount and are payable in lieu of actual damages and are not a penalty. Grantee further
acknowledges that acceptance of consideration under this provision does not imply Grantor consented to hold over.
This month-to-month tenancy may be terminated by either party upon 30 days’ written notice to the other.

ARTICLE V. TAXES

5.01. Grantee shall, as further consideration for this Easement, pay and discharge all “Taxes” properly assessed in
any calendar year (or portion thereof) during the term of this Easement. For the purposes of this Easement, the term
“Taxes” means all taxes, assessments, impositions, levies, charges, excises, fees, licenses, and other sums (whether
now existing or hereafter arising, whether foreseen or unforeseen, and whether under the present system of taxation or
some other system), that during the term of this Easement may be levied, assessed, charged, or imposed by any
governmental authority or other taxing authority or accrue on the Premises and any Improvements or other property
thereon, whether belonging to Grantor or Grantee, or to which either of them may become liable in relation thereto.
The term “Taxes” shall also include all penalties, interest, and other charges payable by reason of any delay or failure
or refusal of Grantee to make timely payments as required pursuant to this provision. GRANTEE AGREES TO AND
SHALL INDEMNIFY AND HOLD GRANTOR HARMLESS FROM LIABILITY FOR ANY AND ALL TAXES, TOGETHER
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WITH ANY INTEREST, PENALTIES, OR OTHER SUMS IMPOSED, AND FROM ANY SALE OR OTHER PROCEEDING TO
ENFORCE PAYMENT THEREOF.

5.02.  Grantee agrees to pay all Taxes directly to the applicable taxing authority not less than fifteen (15) days prior to the
date of delinquency thereof and to provide Grantor with evidence of payment not less than 30 days after payment is made.

ARTICLE VI. USE OF PREMISES

6.01. Grantee shall have the right to use the Premises solely for the following uses (the “Approved Use”):
construction, operation, and maintenance of a marina facility and/or fishing pier. Grantee shall not use the Premises for
any other purpose without obtaining prior written consent of Grantor, which consent may be granted or withheld by
Grantor in its sole discretion. Notwithstanding the preceding, Grantor shall not unreasonably withhold its consent to
proposed changes to the Approved Use that advance the development of the adjacent property while maintaining or
enhancing the safety and value of the Premises.

6.02. Any changes to the Approved Use will require Grantor’s prior written consent and will require the adjustment
of the Rent, terms, and conditions of the Easement.

6.03. Any construction on the Premises will require Grantor’s prior written approval of Grantee’s plans pursuant to
Section 6.10 and may require adjustment of the Rent, terms, and conditions of the Easement.

6.04. Grantee's right to use the Premises is exclusive as to those alterations, additions, and/or improvements located,
or to be located, on the Premises (collectively the “Improvements™), as more specifically described under this Article
VI (“Use of Premises”) and further depicted on Exhibit B, and non-exclusive as to the remainder. The location of the
Improvements shall not be changed except by a written amendment to this Agreement. Any and all Improvements
existing prior to the execution of this Agreement are and shall remain the property of Grantor.

6.05. Except as otherwise allowed in this Easement, no construction, land modifications or excavation, or permanent
property improvements may be allowed or undertaken on the premises without Grantor’s prior express written
consent. Grantee may not maintain or allow any nuisances or public hazards on the Premises, and shall be under a
duty to abate or remove any activity or property constituting or contributing to a hazard or nuisance. Grantee may file
a criminal complaint or institute civil proceedings to protect his right of possession and Easement interest in the
Premises against trespass of other infringement of Grantee’s rights by third parties.

6.06. For the purposes of this Easement, the term “Improvements” means anything constructed and/or placed or
operated by Grantee on the Premises, including but not limited to the existing causeway structure and anything
constructed, placed, or operated on the causeway structure.

6.07. Grantee shall insure that all Improvements constructed by it and/or placed or operated on the Premises, including
but not limited to the causeway structure, are visible to operators of marine craft at all times. Grantee is required to
maintain the causeway structure in a safe condition, secure the structure and all improvements so as to prevent
unauthorized persons from accessing it, and clearly install and maintain navigation lights, as required by the U.S. Coast
Guard, on the structure. Grantee may not restrict or prevent other persons from access to navigating open, navigable
waters. NAVIGATION AIDS, CONSISTENT WITH U.S. COAST GUARD GUIDANCE, SHALL BE INSTALLED AND MAINTAINED
BY GRANTEE.

6.08. By execution of this Easement, Grantee authorizes Grantor, its officers, agents, representatives and employees
to access the Premises over and across Grantee’s adjacent property described in Section 2.02. In exercising such right,
Grantor agrees not to unreasonably interfere with Grantee’s use of such property, and Grantor agrees to exercise its
right of ingress and egress only at reasonable times (except in an emergency) for purposes of inspection, repair and as
necessary to protect Grantor's interests. Grantor agrees to use adjacent land owned by Grantee only to the extent and
for the length of time necessary to provide access to and from the Premises. The foregoing authorization creates a
license only, and does not create an easement over Grantee’s adjacent property.
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6.09. Grantee acknowledges and agrees that Grantor’s right of ingress and egress described in Section 6.08 of this
Easement shall remain in effect as long as the Improvements and any other structure placed on the Premises by Grantee
remain on the Premises and/or as necessary for Grantor to confirm the removal (in whole or in part) of the
Improvements. Such right of ingress and egress shall survive the termination of this Easement.

6.10. Grantee’s use of the Premises is subject to compliance with the following covenants, obligations and conditions
(the “Special Conditions”):

A. Grantee must notify Grantor, in writing, at least sixty (60) days prior to modification, rebuilding, major
repair, or removal of any structure authorized in this instrument.

B. Prior to any construction on the Premises, Grantee must obtain Grantor’s written approval of Grantee’s
plans, regardless of whether such plans are for the Approved Use or for a proposed use to which
Grantor has previously consented to in writing.

C. Grantee must submit plans not later than June 1, 2015. Construction may commence at any time upon
Grantor’s approval of Grantee’s plans, but must commence not later than January 1, 2016. The
construction completion timeline is subject to Grantor’s approval.

D. The timelines for performance under this Section are subject to amendment, if requested by Grantee and
approved in writing by Grantor.

6.11. Prior to undertaking construction, installation, modification, or removal of Improvements on the Premises,
Grantee shall provide written notice of the terms of this Easement, including the Special Conditions, to each person or
entity authorized by Grantee to perform any such activity on its behalf. Grantee shall retain a copy of each such written
notice provided to its agents, representatives, employees, and/or contractors under this provision and, if a dispute arises
concerning construction or installation of the Improvements, Grantee shall provide Grantor with a copy of all
applicable notices within ten (10) days of Grantor’s written request. Grantee’s failure to maintain and provide each
required written notice shall constitute a default under this Easement.

6.12. If Grantee fails to maintain and/or repair Improvements in good condition and repair, such failure shall
constitute a default under this Easement and Grantor may, at its option, terminate this Easement upon written notice to
Grantee and/or pursue a remedy under Section 51.3021, TEX. NAT. RES. CODE ANN. If Grantee constructs
improvements other than those authorized under this Article IV (“Use of Premises”) pursuant to the written approval
process herein, such improvements shall constitute illegal structures and Grantor may, at its option, terminate this
Easement and/or pursue a remedy under Section 51.302, et seq., TEX. NAT. RES. CODE ANN.

6.13. Prior to termination of the Easement, unless otherwise directed by Grantor in writing, Grantee will demolish or
remove all or any portion of the Improvements then existing on the Premises, remove all debris resulting from such
demolition, and leave the ground theretofore occupied by such Improvements in a safe, clean condition, all such work to
be done as promptly and expeditiously as is reasonably possible. As part of the removal of Improvements, Grantee is
specifically obligated to remove the causeway structure in accordance with the provisions set forth in Section 6.14. If
Grantee fails to comply with the foregoing, Grantor shall have the right to perform the aforesaid requested work, in which
event Grantee shall be liable to Grantor for all cost, loss and damage incurred by Grantor in connection therewith.

6.14. Upon expiration of the Easement, Grantee must remove, at Grantee’s sole cost and expense, the causeway
structure that constitutes the currently existing structural component of the Premises. Removal of the causeway structure
shall be in accordance with the following conditions:
A. Grantee must commence removal of the causeway structure within 120 days of the Easement’s expiration or
termination and must complete the removal within one (1) year of commencement. Completion of removal
must be satisfactory to Grantor as determined by Grantor’s inspection and written approval.

w

Grantee must have insurance coverage or a surety bond meeting the requirements of Article XI .

C. Removal of the causeway structure shall include complete removal of all structural elements, debris, personal
property and improvements from state lands, either submerged or upland.

D. Removal shall extend to a depth below existing bottom grade of the Laguna Madre acceptable to Grantor and
the U.S. Army Corps of Engineers.
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E. Materials and debris resulting from the removal shall not be deposited on any State lands without the prior
written approval of Grantor.

F. Grantee shall keep Grantor advised at all times of any contracts, bids or other agreements for the removal of
the causeway structure.

G. At least thirty (30) days prior to beginning any removal, Grantee shall submit to Grantor for written approval
all plans, specifications, terms and conditions for the removal effort, whether by Grantee or its agents,
contractors, or any other parties.

6.15. Notwithstanding the preceding, Grantor may waive removal/restoration requirements in this Article VI (“Use of
Premises”) if, in Grantor's sole opinion and discretion, such waiver is in the best interest of the State. Any such waiver
shall be in writing and may be conditioned upon factors including the nature and sensitivity of the natural resources in the
area, potential damage to or destruction of property, beneficial uses of the existing improvement(s), and other factors
considered to be in the best interest of the State.

6.16. GRANTEE AGREES TO, AND DOES HEREBY INDEMNIFY AND HOLD HARMLESS THE STATE OF TEXAS AND
GRANTOR FROM ALL LOSSES, CLAIMS, SUITS, ACTIONS, JUDGMENTS, AND LIABILITY, AND ALL COSTS RELATED
THERETO, INCLUDING REASONABLE ATTORNEY’S FEES, DIRECTLY OR INDIRECTLY ARISING OUT OF, CAUSED BY, OR
RESULTING FROM GRANTEE’S REMOVAL OPERATIONS, WHETHER PERFORMED BY GRANTEE, ITS AGENTS,
CONTRACTORS, OR ANY OTHER PARTIES.

6.17. Grantee, at its own expense, will comply with all federal, State, municipal and other laws, codes, ordinances,
rules and regulations applicable to the Premises including, without limitation, those dealing with environmental and health
issues; and will install, remove and alter such equipment and facilities in, and make such alterations to, the Premises as
may be necessary to comply. Grantee will not make any unlawful use of the Premises or permit any unlawful use thereof;
and will not commit, or permit anyone else to commit, any act which is a nuisance or annoyance to Grantor or adjacent
property owners or tenants, or which might, in the exclusive judgment of Grantor, damage Grantor's goodwill or
reputation, or tend to injure or depreciate the value of the Premises and/or any Improvements located thereon.

6.18. Grantee shall use the highest degree of care and all appropriate safeguards to prevent pollution of air, ground,
or water in, on, or about the Premises through an unauthorized discharge, and to protect and preserve natural
resources and wildlife habitat. In the event of such discharge or damage to natural resources in, on, or about the
Premises that is the result of an act or omission of Grantee, its officers, employees, agents, representatives,
contractors, and/or invitees, Grantee shall immediately notify appropriate agencies of the State of Texas and Grantor
and undertake all required and appropriate action to remedy the same. Grantee shall be liable for all damages to the
Premises, public lands, and waters as a result of such act or omission and for mitigation of any such damages.

6.19. GRANTEE IS EXPRESSLY PLACED ON NOTICE OF THE NATIONAL HISTORICAL PRESERVATION ACT OF
1966 AND THE ANTIQUITIES CODE OF TEXAS. IN THE EVENT THAT ANY SITE, OBJECT, LOCATION, ARTIFACT, OR
OTHER FEATURE OF ARCHEOLOGICAL, SCIENTIFIC, EDUCATIONAL, CULTURAL, OR HISTORIC INTEREST IS
ENCOUNTERED DURING THE ACTIVITIES AUTHORIZED BY THIS EASEMENT, GRANTEE SHALL IMMEDIATELY
CEASE SUCH ACTIVITIES AND SHALL IMMEDIATELY NOTIFY GRANTOR AND THE TEXAS HISTORICAL
COMMISSION, SO THAT ADEQUATE MEASURES MAY BE UNDERTAKEN TO PROTECT OR RECOVER SUCH
DISCOVERIES OR FINDINGS, AS APPROPRIATE.

ARTICLE VII. REPAIR AND MAINTENANCE

7.01. Grantor shall have no duty to repair, maintain, replace the Premises or any Improvements placed at or constituting
any portion of the Premises. Grantor will not be liable for any damage or injury, fatal or nonfatal, resulting from any
damage, defect or disrepair of any Improvements.

7.02. All damage to Improvements will be repaired and all maintenance thereon will be performed and replacements
and renewals thereof will be made at Grantee's cost and expense. Grantee shall be responsible for the removal and
disposal of all trash at the Premises (whether or not such trash is generated by Grantee or its customers and invitees).
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7.03. If Grantor considers necessary any repairs, maintenance, renewals or replacements pursuant to this Easement,
Grantor may request that Grantee make such repairs, maintenance, renewal or replacements. Upon Grantee's failure or
refusal to do so, (and in any event in case of an emergency), Grantor may make such repair, maintenance, renewal or
replacement (Grantee hereby waiving any claim for damage caused thereby). GRANTEE IS LIABLE TO AND WILL
INDEMNIFY GRANTOR FOR THE COST THEREBY INCURRED BY GRANTOR. Any failure of Grantee to make
such payment to Grantor may be treated by Grantor as a default by Grantee in the payment of Rent.

7.04.  Grantor will have a right to enter the Premises at any reasonable time as specified in Sections 6.08 and 6.09 of this
Easement (including during Grantee's business hours) to inspect the condition thereof, to make necessary repairs and
Improvements and for other lawful purposes.

ARTICLE VIII. ASSIGNMENTS

8.01. Notwithstanding the provisions of Article IX (“Encumbrance of Easement Interest”) and Article XV
(“Bankruptcy”), Grantee shall not assign, sublease, or otherwise transfer or convey an interest in this Easement or the
Premises, or the rights granted herein, in whole or part, without the express prior written consent of Grantor. However,
Grantor will not unreasonably withhold its consent to an assignment or sublease of rights in the Easement to a property
management company or to a managed association of homeowners, property owners, condominium, or dockominium
owners.

8.02 Any unauthorized assignment or disposition without consent, shall be void and of no effect and shall not relieve
Grantee of any liability for any obligation, covenant, or condition of this Easement. In the event of any such attempted
assignment or disposition, Grantor may terminate this Easement effective upon fifteen (15) days notice to Grantee. This
prohibition against assigning or disposition shall be construed to include a prohibition against any assignment or
disposition by operation of law.

8.03. If this Easement or an interest in this Easement or the Premises is assigned, subleased, or otherwise transferred or
conveyed, Grantor may nevertheless collect rent from the assignee and apply the net amount collected to the Rent payable
hereunder. No such transaction or collection of rent shall be deemed a waiver of these provisions or a release of Grantee
from the further performance by Grantee of its covenants, duties and obligations hereunder.

ARTICLE IX. ENCUMBRANCE OF EASEMENT INTEREST

9.01. Grantee may mortgage, hypothecate, or encumber the interest created herein, or execute a deed of trust or
mortgage (“Mortgage™) covering the Easement or any interest in the Easement.

9.02. If after recordation of any Mortgage, the mortgagee, deed of trust beneficiary or security interest holder
("Mortgagee") notifies Grantor in writing of such recordation and requests that copies of any default notices sent by
Grantor to Grantee be provided to Mortgagee, Grantor agrees to mail copies of such default notices to Mortgagee at
the address provided in writing by Mortgagee. Any Mortgagee of Grantee's interest hereunder shall have the right to
cure or remedy the default specified in such notice during the period granted hereunder to Grantee to cure or remedy
such specified default. Grantor shall accept any such curative or remedial action taken by Mortgagee, with the same
effect as if such curative or remedial action had been taken by Grantee. In the event of a foreclosure of the Mortgage,
Grantor shall recognize the Mortgagee as Grantee and the Mortgagee shall have all of the rights, duties and
obligations of Grantee hereunder.

9.03.  Grantor's interest in the Premises shall not be deemed in any way pledged or mortgaged by this Easement nor
by any other agreement executed in connection with this Easement, and the State of Texas, by execution of this
Easement, shall not in any manner lend its credit to any private corporation, association, partnership or other person in
connection with the execution of this Easement.

9.04. Grantor and Grantee shall execute and deliver to each other at such time or times as either Grantor or Grantee
may request, a certificate stating:

A. Whether or not the Easement is in full force and effect;
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B. Whether or not the Easement has been modified or amended in any respect, and submitting copies of such
modifications or amendments, if any;

C. Whether or not there are any existing defaults under this Easement to the knowledge of the party executing
the certificate, and specifying the nature of such defaults, if any; and

D. Such other information as may be reasonably requested.
The aforesaid certificate(s) shall be delivered to Grantor or Grantee, as the case may be, promptly upon written receipt
of such request. Failure by Grantee to timely deliver such certificate(s) shall constitute an Event of Default hereunder
and entitle Grantor to exercise any remedies permitted under the terms of this Easement without the necessity of
further notice to Grantee (notwithstanding any provision to the contrary contained in Section 17.01).

9.05.  Grantor, by approval of this Easement, does not bind itself or its successors or assigns to accept or assume
any liability with respect to any indebtedness which may exist now or arise in the future with respect to any action of
Grantee required by this Easement, or by a Mortgagee or contractor.

9.06. Grantee and its successors hereunder warrant and covenant that at the expiration of this Easement there will
be no statutory, contractual or other lien existing as to the improvements constructed on the Premises by Grantee.
Grantee will, prior to or upon tender of the Premises to Grantor upon termination of this Easement, provide Grantor
with documentation sufficient to evidence Grantor's ownership of all such alterations, additions and improvements.

ARTICLE X. UTILITIES

10.01. Grantee shall at its own cost and expense pay all charges for delivery and use of water, sanitary sewer, electricity,
gas and all other utilities used on the Premises throughout the term of this Easement, including any connection charges,
AND SHALL SAVE AND HOLD GRANTOR HARMLESS FROM AND INDEMNIFY GRANTOR FROM ANY CHARGE
OR LIABILITY FOR SAME. All such charges are to be paid by Grantee directly to the utility company or municipality
furnishing the same before the same shall become delinquent.

10.02. No interruption or malfunction of any utility service shall constitute an eviction or disturbance of Grantee's use
and possession of the Premises or a breach by Grantor of any of its obligations hereunder or render Grantor liable for any
damages (including, without limitation, consequential or special damages) or entitle Grantee to be relieved from any
obligations hereunder or grant Grantee any right of set-off or recoupment.

ARTICLE XI. INDEMNITY AND INSURANCE

11.01. INDEMNITY: EXCEPT FOR DAMAGES DIRECTLY OR PROXIMATELY CAUSED BY THE GROSS NEGLIGENCE
OF GRANTOR, GRANTEE SHALL INDEMNIFY AND HOLD HARMLESS GRANTOR AND GRANTOR'S OFFICERS,
REPRESENTATIVES, AGENTS, AND EMPLOYEES FROM ANY LOSSES, CLAIMS, SUITS, ACTIONS, DAMAGES, OR
LIABILITY (INCLUDING ALL COSTS AND EXPENSES OF DEFENDING AGAINST ALL OF THE AFOREMENTIONED)
ARISING IN CONNECTION WITH:
L] THIS AGREEMENT;
n THE USE OR OCCUPANCY OF THE PREMISES;
L] ANY NEGLIGENCE, ACT, OMISSION, NEGLECT, OR MISCONDUCT OCCURRING IN, ON, OR ABOUT THE
PREMISES; OR
] ANY CLAIMS OR AMOUNTS ARISING OR RECOVERABLE UNDER FEDERAL OR STATE WORKERS’
COMPENSATION LAWS, THE TEXAS TORT CLAIMS ACT, OR ANY OTHER SUCH LAWS.
GRANTEE ASSUMES RESPONSIBILITY FOR THE CONDITION OF THE PREMISES. GRANTEE EXPRESSLY AGREES TO
USE AND OCCUPY THE PREMISES AND PLACE ANY IMPROVEMENTS ON THE PREMISES AT ITS OWN RISK.
GRANTEE SHALL BE RESPONSIBLE FOR THE SAFETY AND WELL BEING OF ITS EMPLOYEES, CUSTOMERS, AND

INVITEES. THESE REQUIREMENTS SHALL SURVIVE THE TERM OF THIS AGREEMENT UNTIL ALL CLAIMS HAVE
BEEN SETTLED OR RESOLVED AND SUITABLE EVIDENCE TO THAT EFFECT HAS BEEN FURNISHED TO GRANTOR.
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11.02. INSURANCE COVERAGE OR SURETY BOND FOR CAUSEWAY STRUCTURE REMOVAL: Ten (10) days prior to
the commencement of any construction pursuant to Section 6.10, Grantee at its sole cost and expense shall deliver to
Grantor insurance coverage or a surety bond in the amount of Two Million and 00/100 Dollars ($2,000,000) for
removal of the causeway structure, issued by a company licensed by the Texas Department of Insurance and in a form
acceptable to Grantor, naming the Texas General Land Office as Obligee. Said surety bond shall be for the purpose of
guaranteeing performance of the obligations Grantee has hereunder to remove the causeway structure at Grantee's
expense, upon expiration or sooner termination of this Easement. Grantee shall renew the surety bond prior to each
successive expiration thereof and a continuation certification shall be delivered to Grantor not less than ten (10) days prior
to the expiration of the surety bond. The surety bond shall state that said bond will not be cancelled, materially changed
or subject to non-renewal without thirty (30) days prior written notice to Grantor. The sum of the surety bond is subject to
review and escalation as deemed necessary by Grantor, to reflect the estimated costs of Grantee's obligations to remove
the Improvements hereunder, once every two (2) years from the commencement date of this Easement until its expiration
or sooner termination. In the event the surety bond is cancelled and Grantee does not provide Grantor with another surety
bond acceptable to Grantor, Grantor may require Grantee, and Grantee hereby agrees and understands, to provide security
for Grantee's obligations hereunder to remove the Improvements in a form acceptable to Grantor. Grantee's failure to
maintain a surety bond as set forth herein shall constitute an Event of Default.

11.03. GENERAL LIABILITY INSURANCE: Grantee will purchase and maintain a policy providing commercial general
liability insurance coverage in a minimum amount of One Million and 00/100 Dollars ($1,000,000.00) combined single
limit, effective at the commencement of this Easement. Grantee further agrees to increase the policy to not less than Two
Million and 00/100 Dollars ($2,000,000), effective at commencement of any construction pursuant to Section 6.10. The
policy must insure against bodily injury, death and property damage and shall include (i) coverage for premises and
operations, (ii) coverage for products liability, and (iii) contractual liability coverage insuring the obligations of Grantee
under the terms of this Easement. Such policy shall name Grantor (and any of its successors and assigns designated by
Grantor) as an additional insured. Grantee's failure to maintain general liability insurance as set forth herein shall
constitute an Event of Default.

11.04. LIQUOR LIABILITY INSURANCE: If Grantee is engaged in any way in the sale of alcoholic beverages, either for
consumption of alcoholic beverages on the Premises or off the Premises, Grantee will also maintain liquor liability
insurance with the limits of not less than One Million and 00/100 Dollars ($1,000,000.00) each common cause and One
Million and 00/100 Dollars ($1,000,000.00) aggregate. If written on a separate policy from the comprehensive general
liability policy, such policy shall name Grantor (and any of its successors and assigns designated by Grantor) as an
additional insured. Grantee's failure to maintain liquor liability insurance as set forth herein shall constitute an Event of
Default.

11.04. REQUIRED POLICY: Each insurance policy required under this Easement shall be written by a company
satisfactory to Grantor, but in all events by a company with an A.M. Best Company financial rating of not less than A-
VIII (or a similar rating by a comparable service selected by Grantor should A.M. Best Company cease providing such
ratings) and be licensed to do business in Texas or, if the aforesaid is not available, by a company qualified to do business
as a non-admitted insurer in Texas under current Texas surplus lines requirements. Such policy may contain a deductible
of not more than Ten Thousand and 00/100 Dollars ($10,000.00). All Required Policies shall be endorsed so as to require
thirty (30) days prior written notice to Grantor, given in the same manner set forth in Section 17.01 hereof, in the event of
cancellation, material change or intent not to renew. Grantee shall deliver to Grantor and/or Grantor's designee a
certificate of insurance for any Required Policy within ten (10) days of execution of this Easement. At all times during
the Easement term, Grantee shall cause the required evidence of coverage to be deposited with Grantor. If Grantee fails to
do so, such failure may be treated by Grantor as a default by Grantee and Grantor, in addition to any other remedy under
this Easement, shall have the right (but not the obligation) to purchase and maintain such Required Policy for the account
of Grantee, and if Grantor does so and gives notice thereof to Grantee, then Grantee shall be obligated to pay Grantor the
amount of the premium applicable to such Required Policy within five (5) days following any such notice from Grantor.
Any failure of Grantee to make such payment to Grantor may be treated by Grantor as a default by Grantee in the
payment of Rent required to be paid by Grantee hereunder.
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ARTICLE XII. DAMAGE OR DESTRUCTION OF PREMISES

12.01. Subject to termination, as described in this Section, no damage to the Premises or damage to or destruction of any
Improvements shall in any way alter, affect or modify Grantee's obligations hereunder, including specifically Grantee's
obligations to pay Rent, Taxes and other financial obligations hereunder. In the event of any damage to the Premises
which will exceed the cost of Five Thousand and 00/100 Dollars ($5,000.00) per event to repair, Grantee shall give
written notice to Grantor within seven (7) calendar days of the damage or destruction, including a description of the
damage and, as far as known to Grantee, the cause of the damage. Grantee shall immediately remove all debris resulting
from such damage or destruction and take such action as is necessary to place the Premises in a neat, safe condition.
Within ninety (90) days after the event causing the damage or destruction, Grantee must either repair or replace the
Improvements, if permitted by law, or return the Premises to their natural condition. Grantee’s failure to satisfy its
obligations in this regard is an Event of Default hereunder. Grantor may make repairs or replacements pursuant to this
Section, whereupon Grantee shall be liable to pay Grantor, upon demand, the cost and expense incurred by Grantor in
accomplishing such action. Any failure by Grantee to make such payment to Grantor may be treated by Grantor as a
default in the payment of Rent due and owing by Grantee hereunder.

12.02. In the event any building or Improvement constructed on the Premises is damaged or destroyed by fire or other
casualty, all insurance proceeds shall be paid to Grantee and shall be used for repairs or removal as required by Section
12.01.

ARTICLE XTII. CONDEMNATION

13.01. In the event of a condemnation proceeding that affects all or part of the Premises, Grantor will have the exclusive
authority to negotiate with the condemning authority. In the event of (i) a total condemnation, this Easement shall
terminate, and (ii) a partial condemnation, Grantor may decide whether or not to terminate this Easement, but if Grantor
elects to continue the Easement, the Rent will be proportionately reduced. All condemnation proceeds, except for those
allocated to improvements belonging to Grantee, shall be payable to Grantor.

ARTICLE XIV. DEFAULT
14.01. Each of the following acts or omissions of Grantee or occurrences shall constitute an “Event of Default”:

(a) Failure or refusal by Grantee to timely pay Rent or any other sum when due hereunder;

(b) Failure or refusal by Grantee to comply with the obligations of Grantee set forth in Article VI (“Use of
Premises”) of this Easement;

(c) Failure or refusal by Grantee to timely perform or observe any other covenant, duty or obligation of Grantee
under this Easement;

(d) Abandonment or vacating of the Premises or any significant portion thereof;

(e) The initiation of voluntary or involuntary bankruptcy proceedings affecting Grantee, subject to the provisions
in Article XV;

(H) The entry of a court requiring the dissolution, winding up, or termination of Grantee’s business affairs; and

(g) Grantee fails to materially comply with rules and regulations in the Texas Administrative Code, the Texas
Natural Resources Code, or any other rules or regulations promulgated by any state or federal governmental
entity with proper jurisdiction over any of the uses permitted under this Easement, unless such a failure to
comply is redressed through an enforcement action by an applicable state agency with proper jurisdiction.

14.02. There shall be no consequences for an Event of Default, unless the defaulting party receives written notice of
the Event of Default and such Event of Default continues for a period of 30 days after the defaulting party receives
the notice. A notice of Event of Default shall specify the event or events constituting the default. This 30 day period
shall be extended if the act, event, or condition is one that by its nature or circumstances reasonably requires more
than 30 days to cure; provided, however, the defaulting party shall promptly and in good faith initiate and diligently
pursue measures that are expected to cure or eliminate the Event of Default in a reasonable period of time. If either
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party fails to cure an Event of Default, the non-defaulting party shall be entitled to terminate the Easement by written
notice. This notice and cure provision does not apply to an Event of Default under provision 14.01(a) or any
emergency situations that affect public health or safety.

14.03. This Easement and the term and estate hereby granted and the demise hereby made are subject to the limitation
that if and whenever any Event of Default shall occur, after such notice, if any, as is provided in Section 14.02, Grantor
may, at its option, in addition to all other rights and remedies provided hereunder or in law or equity, do any one or more
of the following:

A. Forfeit this Easement by sending written notice of such forfeiture by U.S. Mail to the last known address of
Grantee in the files of the Asset Inspection Division of the General Land Office, in which event, this Easement
shall terminate and Grantee shall immediately surrender possession of the Premises to Grantor (and termination
shall not prejudice the rights of Grantor for any claim of payments due);

B. Enter upon and take possession of the Premises and expel or remove Grantee and any other occupant therefrom,
with or without having terminated the Easement; or

C. Alter locks and other security devices, if any, at the Premises; or

14.04. Exercise by Grantor of any one or more remedies hereunder granted or otherwise available shall not (i) be
deemed a waiver by Grantor of any other remedy available to it, or (ii) be deemed to be an acceptance of surrender of the
Premises by Grantee, whether by agreement or by operation of law.

14.05. In the event of termination of this Easement or of Grantee's right to possession of the Premises or repossession of
the Premises for an Event of Default, Grantor shall not have any obligation to seek a new use for the Premises, or any
portion thereof, or to collect rental for a new use (if any); but Grantor shall have the option to seek a new use for the
Premises, and in the event of a new use, Grantor may grant an easement across or otherwise dispose of an interest in the
whole or any portion of the Premises for any period, to any grantee, and for any use and purpose.

14.06. If Grantee fails to remove its personal property from the Premises within the time specified in Section14.02
above, or if Grantee fails to remove improvements placed or constructed on the Premises by or on behalf of Grantee
pursuant to a notice by the Grantor to do so, then Grantor may elect to own such property by filing a notice of such
election pursuant to Section 51.302, et seq., TEX. NAT. RES. CODE ANN. THE TERMS OF THIS SECTION
SHALL SURVIVE EXPIRATION OR EARLIER TERMINATION OF THIS LEASE.

ARTICLE XV. BANKRUPTCY

15.01. Grantor and Grantee agree that if Grantee ever becomes the subject of a voluntary or involuntary bankruptcy or
other similar type proceeding under the Federal Bankruptcy Laws, then “adequate protection” of Grantor's interest in the
Premises pursuant to the provisions of Sections 361 and 363 of the Bankruptcy Code prior to assumption and/or
assignment of the Easement by Grantee shall include, but not be limited to the following: (a) The continued payment by
Grantee of all Rent and all other sums due and owing under this Easement; and (b) the furnishing of a security deposit by
Grantee in the amount of three (3) times the Rent payable during the immediately preceding Easement Year. Further, in
that circumstance, Grantor and Grantee agree that “adequate assurance of future performance” by Grantee and/or any
assignee of Grantee pursuant to Bankruptcy Code Section 365 (or its successor section) will include (but not be limited to)
payment of a security deposit in the amount of three (3) times the Rent paid during the immediately preceding Easement
Year.

15.02. If this Easement is assigned to any person or entity pursuant to the provisions of the Bankruptcy Code, any and all
monies or other considerations payable or otherwise to be delivered in connection with such assignment shall be paid or
delivered to Grantor, shall be and remain the exclusive property of Grantor and shall not constitute property of Grantee or
the Estate of Grantee within the meaning of the Bankruptcy Code. Any and all monies or other considerations
constituting Grantor's property under the preceding sentence not paid or delivered to Grantor shall be held in trust by
Grantee for the benefit of Grantor and shall be promptly paid to or turned over to Grantor.
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ARTICLE XVI. INTERPRETIVE AND MISCELLANEOUS PROVISIONS

16.01. With respect to terminology in this Easement, each number (singular or plural) shall include all numbers, and
each gender (male, female or neuter) shall include all genders. If any provision of this Easement shall ever be held to be
invalid or unenforceable, such invalidity or unenforceability shall not affect any other provisions of the Easement, but
such other provisions shall continue in full force and effect.

16.02. The titles of the Articles in this Easement shall have no effect and shall neither limit nor amplify the provisions of
the Easement itself. This Easement shall be binding upon and shall accrue to the benefit of Grantor, its successors and
assigns, Grantee, its successors and assigns (or heirs, executors, administrators and assigns, as the case may be).

16.03. In all instances where Grantee is required hereunder to pay any sum or do any act at a particular time or within an
indicated period, it is understood that time is of the essence.

16.04. The obligation of Grantee to pay all Rent and other sums hereunder provided to be paid by Grantee and the
obligation of Grantee to perform Grantee's other covenants and duties hereunder constitute independent, unconditional
obligations to be performed at all times provided for hereunder.

16.05. Under no circumstances whatsoever shall Grantor ever be liable hereunder for consequential damages or special
damages.

16.06. All monetary obligations of Grantee are performable exclusively in Austin, Travis County, Texas.
ARTICLE XVII. GENERAL TERMS AND CONDITIONS

17.01. NOTICE: Any notice which may or shall be given under the terms of this Easement shall be in writing and
shall be either delivered by hand or sent by United States Registered or Certified Mail, adequate postage prepaid, if for
Grantor to the General Land Office, Deputy Commissioner, Asset Inspection Division, addressed to his attention, 1700
North Congress Avenue, Austin, Texas 78701-1495, and if for Grantee, to PB Commercial LL.C, 7500 San Felipe,
Suite 125, Houston, TX 77063-1707. Either party's address may be changed from time to time by such party by giving
notice as provided above, except that the Premises may not be used by Grantee as the sole notice address.

17.02. RIGHT OF ENTRY: In any circumstances where Grantor is permitted to enter upon the Premises during the
Easement term, whether for the purpose of curing any default of Grantee, repairing damage resulting from fire or other
casualty or an eminent domain taking or is otherwise permitted hereunder or by law to go upon the Premises, no such
entry shall constitute an eviction or disturbance of Grantee's use and possession of the Premises or a breach by Grantor of
any of its obligations hereunder or render Grantor liable for damages for loss of business or otherwise or entitle Grantee to
be relieved from any of its obligations hereunder or grant Grantee any right of off-set or recoupment or other remedy; and
in connection with any such entry incident to performance of repairs, replacements, maintenance or construction, all of the
aforesaid provisions shall be applicable notwithstanding that Grantor may elect to take building materials in, to or upon
the Premises that may be required or utilized in connection with such entry by Grantor.

17.03. SECURITY INTEREST: Pursuant to Chapter 9 of the Texas Business and Commerce Code, and as further
security for the payment of Rent and Grantee’s other obligations under this Easement, Grantee hereby grants to the
State a security interest in all of the following collateral: equipment, fixtures, furnishings, supplies, and inventory in
or on the Premises, as well as all accounts receivable and intangibles owned by or on behalf of Grantee in connection
with the Premises or generated by business conducted on the Premises. Such security interest shall automatically
attach to any and all proceeds from the sale or other monetization of the foregoing collateral.

17.04. SEVERABILITY: If any provision contained in this Agreement is held to be unenforceable by a court of law or
equity, this Agreement shall be construed as if such provision did not exist and the non-enforceability of such provision
shall not be held to render any other provision or provisions of this Agreement unenforceable.
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17.05. ENTIRE AGREEMENT: This Easement and its exhibits constitute the entire agreement between Grantor and
Grantee; no prior written or prior or contemporaneous oral promises or representations shall be binding. The submission
of this Easement for examination by Grantee and/or execution thereof by Grantee does not constitute a reservation of or
option for the Premises and this Easement shall become effective only upon execution of all parties hereto and delivery of
a fully executed counterpart hereof by Grantor to Grantee. This Easement shall not be amended, changed or extended
except by written instrument signed by both parties hereto.

17.06. FILING: Grantee shall, prior to the expiration of thirty (30) days after the date of this Easement, execute, record in
Cameron County, Texas at Grantee's sole cost and expense, and return either the original or a file-marked copy of the
original Memorandum of Coastal Easement. In the event Grantee fails to do so prior to the expiration of such thirty (30)
day period, Grantor may declare such failure an “Event of Default”, without the necessity of notice to Grantee, or execute
a Memorandum of Easement setting forth the terms and provisions of the Easement and record same at Grantee's cost and
expense. In the event Grantor elects to record a Memorandum of Easement, the cost of recording same shall be deemed
“Rent.”

17.07. PROPER AUTHORITY: Each party hereto represents and warrants that the person executing this agreement on
its behalf has full power and authority to enter into this agreement.

17.08. RELATIONSHIP OF THE PARTIES: Nothing contained in this agreement shall be deemed or construed to
create a partnership or joint venture, to create relationships of an employer-employee or principal-agent, or to
otherwise create for Grantor any liability whatsoever with respect to the indebtedness, liabilities, and obligations of
Grantee or any other party.

17.09. GRANTEE’S WAIVER OF CERTAIN RIGHTS AND ASSERTIONS: Grantee waives and relinquishes all rights
that Grantee might have to claim any nature of lien against Grantor and the Premises, or withhold or deduct from or
offset against any Consideration or other sums provided hereunder to be paid to Grantor by Grantee. Grantee waives
and relinquishes any right, either as a claim or as a defense, that Grantor is bound to perform or is liable for the
nonperformance of any implied covenant or implied duty of Grantor not expressly set forth in this Agreement.
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IN TESTIMONY WHEREOF, witness my hand and the Seal of Office.

GRANTOR:
THE STATE OF TEXAS

By:

Jerry Patterson
Commissioner, General Land Office
Chairman, School Land Board

APPROVED:
Contents:
Legal:
Deputy:
Executive:

GRANTEE:
PB COMMERCIAL LLC,
a Texas limited liability company

By:

(Signature)

(Printed Name)

(Title)

Date:

LC20130004
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Water Body: Laguna Madre
County: Cameron
State Tract: 749

Title: Patriot Bank / LC20130004

Date of Inspection: December 18, 2012

Company: General Land Office

Creator: Jason Zeplin

Scale: Not to Scale

Exhibit A




Unvegetated
Submerged

Laguna Madre

Description of Leased Area
Being 500 feet either side of the center line
of the existing western portion of the Old
Queen Isabella Causeway and the 3,187-
foot State-owned causeway, adjacent to
Long Island, Cameron County.

Upland Property Legal

Description
A 23.67 acre tract of land out of State

Tracts 749 and 751, Laguna Madre
Cameron County, Texas, and being that
certain tract further described as “Tract 2"
in deed recorded at Volume 137 Pg. 391

Deed Records Cameron County, Texas

Bulkhead Elevation: 6 HWMm

Upland Elevation: 6' HWM

Upland Vegetation:

Patchy Native Grasses and Scrub

TITLE: Patriot Bank / L020130004
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Tide Level: Normal
Water Visibility: 3'
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o

NN

= Intertidal and Marsh Areas (~1 acre within leased area)

. = Uplands

NN

pen Encumbered Area
X

N

(O]

Unvegetated
Submerged

Dredged Channel

DATE OF INSPECTION: 12/18/2012

COMPANY: Texas General Land Office

CREATOR: Jason Zeplin

DRAWING SCALE: 1in: 30ft
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LONG ISLAND INVESTMENT OPPORTUNITY

Port Isabel, TX




A SELF CONTAINED APPRAISAL REPORT OF
A 23.67 ACRE TRACT OF LAND (FEE
SIMPLE) AND A 73.74 ACRE SUBMERGED
TRACT
LOCATED AT THE EAST END OF
SOUTH GARCIA STREET,
APPROXIMATELY ONE MILE SOUTHEAST
OF STATE HIGHWAY 100,

PORT ISABEL, CAMERON COUNTY, TEXAS
78578

Prepared For:

Patriot Bank
Ms. Lisa Duncan
7500 San Felipe, Suite 125
Houston, Texas 77063

Viewing of Property Date: October 10, 2012
“As Is” Appraisal Date: October 16, 2012
Report Date: October 16, 2012




z' HITNEY & ASSOCIATES

Real Estate Valuation and Consulting

Patriot Bank

Ms. Lisa Duncan

7500 San Felipe, Suite 125
Houston, Texas 77063

Qctober 16, 2012

RE: A 23.67 acre tract and 73.74 acres of submerged land located at the east end of
South Garcia Street, approximately one mile southeast of State Highway 100, Port
[sabel, Cameron County, Texas 78578,

Ms. Duncan:

At your request, we have prepared a self contained appraisal of the above described property
located in Port Isabel, Cameron County, Texas,

The purpose of the report is to determine the "as is" market values of the subject property in fee
simple and leasehold estates. The valuation of this property was prepared in accordance with
Market Value as defined by the Office of the Comptroller of the Currency under 12 CFR, Part
34, Subpart C - Appraisals, 34.42 Definitions (g). The intended use of this report is to determine
the aforementioned value in accordance with the guidelines contained herein, and is for loan
underwriting and/or credit decisions by Patriot Bank  Client and/or participants.

A self contained appraisal report setting forth the findings and conclusions derived there from,
together with maps, plats, and photographs are considered pertinent to explain the processes
followed in making the appraisal and conclusions expressed therein is enclosed.

The existence of hazardous subsiances, including without limitation asbestos, polychlorinated
biphenyl, petroleum leakage, or agriculture chemicals, which may or may not be present on the
property, or other environmental conditions, were not called to our attention, nor did we become
aware of such during the inspection.

The appraisers have no knowledge of the existence of such materials on or in the property. The
appraisers are not qualified to identify such substances, and advise the client and/or user of this
report to obtain the opinion of experts in the field.

2040 N. Loop 336 West, Suite 128 www,whitney-appraisals.com Metro; (936) 441-8670
Conroe, Texas 77304 Fax: (936) 756-2727



Ms. Duncan
QOctober 16, 2012
Page -2-

The subject property currently consists of a fee simple, 23.67 acre tract of land, formerly the
abandoned causeway, and approximately 73.74 acres (leasehold) of submerged land leased from
the State of Texas on a 99-year lease. The submerged land is located along either side of a 500
foot strip of the abandoned causeway. The subject is located at the east end of South Garcia
Street, approximately one mile southeast of State Highway 100, Port Isabel, Texas 78578. The
subject has water frontage along the Laguna Madre. Water and sewer are provided by the
Laguna Madre Water District. The sewer is currently not available. The "as is" market value of
the fee simple and leasehold estate market values are based on a two year exposure time.

MARKET VALUE - "AS IS" (October 10,2012)
Fee Simple Land (23,67 Acres) $6,446,000
Submerged Land (73.74 Acres) $8,030,000
TOTAL 814,470,000

Acceptance of and/or use of this report constitutes acceptance of all the assumptions and Limiting
conditions contained in this report. This appraisal has been made in accordance with the
Uniform Standards of Professional Appraisal Practice and is subject to the assumptions and
conditions contained herein.

This is to certify that the undersigned appraisers, including employees and associates, have no

present or prospective interest in the property appraised and compensation is not contingent upon
the valuation.

Respectfully Submitted,
WHITNEY & ASSOCIATES

Matthew C. Whitney, MAI Keith M. McCumber, MAI

Texas State Certified General Texas State Cortified General
Real Bstate Appraiser TX-1326491-G Real Estate Appraiser TX-1334227-G
2040 N. Loop 336 West, Suite 120 www.whitney-appraisals.com Metro: (936) 441-8070

Conroe, Texas 77304 Fax: (936) 756-2727
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CERTIFICATION

CERTIFICATION

We certify that, to the best of our knowledge and belief

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

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

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

We have performed appraisal services on the subject property as of September 15, 2010
and December 21, 2011. No other services, as an appraiser or in any other capacity,
regarding the property that is the subject of this report within the three-year period
immediately preceding acceptance of this assignment have been performed.

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

Our engagement in this assignment was not contingent upon developing or reporting
predetermuned results.

Our 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.

Our analyses, opinions, and conclusion were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal Praciice
and the Code of the Professional Ethics of the Appraisal Institute.

The undersigned, Matthew C. Whitney, personally inspected the property on October 10,
2012. The appraiser viewed the exterior of the property; noted the topography and any
adverse conditions of the site. Keith M. McCumber gathered, compiled data, and
composed the appraisal report. Matthew C. Whitney reviewed the appraisal.

No one provided significant real property appraisal assistance to the persons signing this
certification.

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

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

"~ As of the date of this repmt Matthew C. Whitney and Keith M. McCumber have
completed the continuing education program of the Appraisal Institute.

The real property, which is the subject of this appraisal report, is a 23.67 acre vacant tract of land
and a 73.74 acres of submerged land located at the east end of South Garcia Street,
approximately one mile southeast of State Highway 100, Port Isabel, Cameron County, Texas

78578, The market values are as follows:

MARKET VALUE - "AS IS" (October 10,2012)
Fee Simpte Land (23.67 Acres) $6,440,000
Sabmery u..d I Etl’td (73 74 Ac;cﬂ 28,030,000
TOTAL - . o T 814,470,000

We certify that the use of this report is subject to the requirements of the Appraisal Institute

relating to review by its duly authorized representatives.

Ll gl ZZZZ

Matthew C. Whitney, MAI Keith M. MeCamber, MAT

Texas Stute Certified Genoral Texas State Certified General
Real Estate Appraises TX-1326491-G Real Bstate Appraiser TX-1334227-G

W HITHEY & ASSOCIATES
W7-12¢C Rl Estate ¥abiation sud Cowsuling

i



PHOTOGRAPHS OF SUBIECT PROPERTY
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INTERIOR VIEW OF THE SUBJECT PROPERTY
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INTERIOR VIEW OF THE SUBJECT PROPERTY

INTERIOR VIEW OF THE SUBJECT PROPERTY
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EXECUTIVE SUMMARY

Property Description:

Site Size:

Legal:

Location:

TexMaps:

Date of Property Viewed:
"As Is" Date:

Report Date:

Zoning:

Tax Identification:

Type of Value:

EXECUTIVE SUMMARY
23.67 Acres of Vacant Land and 73.74 acres of Submerged
Land for a Total 0of 97.41 Acres
23.67 Acres and 73.74 Acres of Submerged Land

Abstract 265, Survey 667 Patents 6/33 3/468, Cameron
County, Texas

Fast end of South Garcia Street, approximately one mile
southeast of State Highway 100, Cameron County, Texas

554, E4

October 10, 2012
October 10, 2012
October 16, 2012
R-1, Single-Family
199685

Market value; willing buyer, willing seller concept

Intended Use/User of Appraisal: Market value of the described property for loan underwriting

Property Rights Appraised:

Highest and Best Use:
As Vacant:

VALUE CONCLUSIONS:

and/or credit decisions by Patriot Bank — Client and/or
participants.

Fee Simple Estate and Leasehold Estate

Future Multi-Family/Recreational Use

MARKET VALUE

SALES COMPARISON APPROACH - LAND ANALYSIS

Fee Simple Land (23.67 Acres) $6.25 per Square Foot 36,440,000

Submerged Land (73.74 Acres) $2.50 per Square Foot 8,030,000
COST APPROACH N/A
SALES COMPARISON APPROACH N/A
INCOME APPROACH N/A
Note: The submerged land's price per unit is shown as after the discount factor.

W HITNEY & ASSOCIATES
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SCOPE OF WORK

SCOPE OF WORK

Scope of Work is defined in the Uniform Standards of Professional Appraisal Practice as “the

type and extent of research and analysis in an assignment.” The Scope of Work Rule states that

for each appraisal, an appraiser must:

Identify the problem to be solved;

Determine and perform the scope of work necessary to develop credible assignment
results; and

Disclose the scope of work in the report.

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.

This is a self contained appraisal report and has been prepared under Standards Rule 2-

2(a) of the Uniform Standards of Professional Appraisal Practice.

The subject property can legally be described as Abstract 265, Survey 667 Patents 6/33
3/468, Cameron County, Texas.

The subject property currently consists of a fee simple, 23.67 acre tract of land, formerly
the abandoned causeway, and approximately 73.74 acres of submerged land leased from
the State of Texas on a 99-year lease. The submerged land is located along either side of
a 500 foot strip of the abandoned causeway. The subject is located at the east end of
South Garcia Street, approximately one mile southeast of State Highway 100, Port Isabel,
Texas 78578. The subject has approximately 25 feet of frontage along South Garcia
Street and approximately 4,463 feet along the Laguna Madre. Water and sewer are

provided by the Laguna Madre Water District. Currently, sewer is not available.

The legal description was provided by the client.

3n7-12C
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SCOPE OF WORK

k4

The City of Port Isabel indicated at a town hall meeting, held within the past 24 months,
the subject property was annexed into the city limits. The voluntary annexation was

approved at the meeting, and the subject is zoned R1, Single-Family.

Matthew C. Whitney visited the site October 10, 2012. The appraiser viewed the exterior
of the property and noted the topography and any adverse conditions of the site. A
survey was provided by client to the appraisers. The "as is" date of the appraisal is
October 10, 2012 and the report date is October 16, 2012. The fee simple and lease hold

estates are the property rights appraised.

According to the survey provided, portions of the subject site are submerged. A lease for
the submerged land was provided by the client. The lease is for 99-years with
approximately 94 years remaining. It is our understanding the tease will revert back to a

99-year lease once the improvements are completed. The lease is for $5,000 per year.

Conversations with the owner and the Texas General Land Office have indicated that the
Gulf Tntracoastal Water Way is still pending, but there is no time line for anything to be
done. Anything that may be done will be in the far distant future. The owner stated the
realignment will not negatively affect the subject because it will only affect a small

portion of the property, which will not be utilized.

Consider the highest and best use of the subject property. The highest and best use of the
subject properties are concluded to be a future multi-family/recreational use, based on the

parameters set forth in the Highest and Best Use section.

Data was obtained from several sources including Cameron County Appraisal District,
the Texas General Land Office, Commercial Gateway, Loop Net, MLS, and Whitney &
Associates internal data base.  Additionally, appraisers and brokers active in the

immediate area were contacted.

J07-12C
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SCOPE OF WORK
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Research the market area for primary and secondary data. Analyze any historic and

anticipated trends that relate to the subject property and the market area.

We rescarched land sales along the Gulf of Mexico and immediate bays along the Texas
shoreline for land sales greater than 2 acres and purchased for a recreational/multi-
family/single-family development uses. Limited sales were noted because of the recent
economic downturn and limited land available for development. Furthermore, there are
limited deep water sites available. We expanded our search to include sales from 2006 to
present. We have utilized a blend of beach front and deep water sales. We have adjusted
these sales to the subject to derive the "as is” market value for the subject. We have also
provided a summary box of additional Gulf of Mexico land sales located within other

states within the past few years,

We contacted the State of Texas' General Land Office regarding the value of the
submerged land. Mr. Buster Renfrow indicated submerged land does not sell through the
open market, but is owned by the local coastal state, in this case, the State of Texas.
There are a few exceptions. Various navigational districts throughout the state do have
ownership of submerged land; however, these navigational districts may not profit from
the submerged land, per law. Mr, Renfrow stated the General Land Office researched
similar governing bodies to derive a discount rate from market value of water front, fee
simple, tracts. The General Land Office indicated a policy of 60 percent discount is
made to submerged land of adjacent littoral land. It was noted that the 60 percent
discount was not a market value for the site. In the case of submerged sites and adjacent
littoral properties, a lease for the submerged site is considered a bilateral monopoly. Ina
bilateral monopely there is no true market value for a site as there is only one buyer and
one seller of a specific good. Therefore, we have considered a 60 percent discount to the
adjacent littoral site’s price per unit reasonable in determining the market value of the
sub;ﬁerged site. Mr. Renfrow stated there have not been any comparable properties sold

in the past few years,

37-12C
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SCOPE OF WORK

Reconcile the market values. All three approaches were considered in the determination
of value of the subject property; however, only the sales comparison approach was
considered applicable as the subject site is a vacant tract of tand for its "as is" market

value.

Clearly and accurately set forth the analysis in a manner that is not misleading. To the
appraisers’ knowledge, and to the best of our ability, we have written a report in a manner

that is not considered misleading or unclear,

3W7-12C
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DEFINITIONS AND TERMS3

DEFINITIONS AND TERMS

Markef Value Defined

The most probable price which a property should bring in a competitive and open market under

all conditions requisite to a fair sale, the buyer and seller, each acting prudently, knowledgeably

and assuming that the price is not affected by undue stimulus.

Implicit in this definition is the consummation of a sale as of a specified date, and the passing of

title from seller to buyer under conditions whereby:

(a)
(b)

(c)
(d)

(e)

Buyer and seller are typically motivated;

Both parties are well informed or well advised, and each acting in what they
consider their best interests;

A reasonable time is allowed for exposure in the open market;

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

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.

Source: Code of Federal Regulations; Title 12—Banks and Banking, Chapter 1-—
Comptroller of the Currency, Department of the Treasury; Part 34—Real Estate Lending
and Appraisal—Subpart C-—Appraisals Sec. 34.42 Definitions; revised as of January 1,

2000.

Tvpe of Value

The purpose of this report is to derive the Market Value of the subject property, as of the

effective date,

intended Use and ‘{Jser of the Appraisal

The intended use of this appraisal is for loan underwriting and/or credit decisions by Patriot

Bank — the client and/or participants.

307-12C
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DEFINITIONS AND TERM3

Legal Description
Abstract 265, Survey 667 Patents 6/33 3/468, Cameron County, Texas.

Lrate
The appraisal date of property viewed is October 10, 2012, the "as is" appraisal date is October

10, 2012 and the report date is October 16, 2012.

Fee Simple Estate Defined

Absolute ownership unencumbered by any other interest or estate, subject only to the limitations

. . . . , . I
imposed by the governmental powers of taxation, eminent domain, police power, and escheat.

Leasehold Interest Defined

The tenant’s possessory interest created by the lessee.”

Littoral Rights Defined

The right of an owner of land abutting navigable water to use and enjoy, but not alter, the

shoreline.’

Riparian Rights Defined

The right to the owner of land bordering a nonnavigable lake or stream to the use and enjoyment
of the water that flows across their land or is contiguous to it. Under the riparian rights doctrine,
all owners of land underlying or abutting the water have equal rights to it. In comparison, the
prior appropriation doctrine would not confer equal rights to all owners of land underlying or

abutting the water,’

"The Appraisai of Real Esiate, 13% Edition, 2008, Page 114,

2 The Dictionary of Real Estate Appraisal, 5% Edition, 2010, Page 111,
! The Dictignary of Reai Estate Appraisal, 5™ Bdition, 2010, Page 116,
*The Dictionary of Real Estate Appraisal, 5" Edition, 2010, Page 172.

W HITNEY & ASSOUTATES
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DEFINITIONS AND TERMS

Bilateral Monopoly Defined

A market in which a single seller (a monopoly) is confronted with a single buyer (a MONOPsony).
Under these circumstances, the theoretical determination of output and price will be uncertain

and will be affected by the interdependence of the two parties.’

Strength, Weakness, Opportunity, and Threat (S.W.0.T, Analysis)

Strength: - Good location

Site work needed
- The total site is not fee simple

Weakness:

Opportunity. Vacationer’s destination

Soft market

- Availability of financing

- Potential legal and environmental issues
- Competition

Threat:

Exposure Thne

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 hiypothetical consummation
of a sale at market value on the cffective date of the appraisal; a retrospective opinion based on
an analysis of past events assuming a competitive and open market.”® Inherent in the definition
of exposure time is that exposure time is generally always presumed to precede the effective date
of the appraisal. Exposure time may differ between real estate types under various muarket

conditions,

Based upon the information presented in this report, it is our opinion that a reasonable exposure

time for the subject property, at a value approaching that stated herein, is less than 12 months.

% The Dictionary of Real Estate Appraisal, 5% Bdigon, 2010, Page 19.
$ The Standards of Professional Appraisal Practice of the Appraisal Institute, The Uniform Standards of Professional
Appraisal Practice, The Appraisal Foundation, USPAP 2012-2013 Edition, Page F-75.

S&fw HITNEY & ASSCGCIATES
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DEFINITIONS AND TERMS

Marketing Time

The reasonable marketing time is “an opinion of the amount of time it might take to sell a real or
personal property interest at the concluded market value level during the period immediately
after the effective date of an appraisal.”’

Based upon the information presented in this report, it is our opinion that an appropriate
marketing time for the subject property is within 12 months, at a similar Highest and Best Use

and approaching the Market Value as presented herein.

Competency Provision Cempliance

Matthew C. Whitney is president of Whitney & Associates, a real estate appraisal and consulting
firm located in Conroe, Montgomery County, Texas, Whitney & Associates is a full service
appraisal firm specializing in client consultation and appraising of various types of properties
including commercial, industrial, multi-family, single-family, and vacant land. Since receiving
his po.si gradilate degree in 1992, Mr. Whitney has been exposed to a diversification of properties
throughout the sbuthwestern Texas region. Additionally, Mr. Whitney has performed consulting
services for properties outside of Texas, which include assignments in the States of California,
Florida, Kansas, Massachusetts, Mississippt, New Hampshire, New Mexico, New York, North
Carolina, Rhode Island, South Carolina, South Dakota, and Virginia. Mr. Whitney has also been
involved in special assignments, such as the annual ratio study performed by the State
Comptrollers’ Property Tax Division. The annual ratio study is essentially an audit of appraisal
districts throughout the State of Texas. Each school district’s government funding is affected by
the results of the annual ratio study. Mr. Whitney was involved in the ratio study for six years,

and has performed an analysis of over 16,000 parcels in fifteen counties.

Matthew C. Whitney has experience with a broad range of property types ranging from vacant

parcels to complex income-producing properties. Mr. Whitney is a State Certified General Real

7 The Standards of Professional Appraisat Practice of the Appraisal Institute, The Uniform Standards of Professienal
Appraisal Practice, The Appraisal Foundation, USPAP 2012-2013 Edition, Page A-13.

S %WJ HITREY & ASSOUIATES
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DEFINITIONS AND TERMS

Estate Appraiser in the State of Texas, certificate number TX-1326491-G and holds the MAI
designation of the Appraisal Institute. He has been involved in appraising since 1992, These

reasons, the appraiser has the professional competency required to appraise the subject property.

Keith M. McCumber is an associate of Whitney & Associates. Since receiving his
undergraduate degree in 2000 and during his graduate degree (2002), Mr. MecCumber has been
exposed to a diversification of properties throughout the Texas region. Additionally, Mr.
MecCumber has performed consulting services for properties outside of Texas, which include

assignments in the States of Pennsylvania and New York.

Keith M, McCumber has experience with a broad range of property types ranging from vacant
parcels to complex income-producing properties. Mr. McCumber is a State Certified General
Real Estate Appraiser in the State of Texas; certificate number TX-1334227-G and holds the
MAI designation of the Appraisal Institute. These reasons, the appraiser has the professional

competency required to appraise the subject property.

5 ;%ly HITNEY & ASSCGCIATES
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ASSUMPTIONS AND LIMITING CONDITIONS

ASSUMPTIONS AND LIMITING CONDITIONS
It is assumed that title to the property or properties herein appraised is good and
merchantable, and in Fee Simple, unless otherwise specified. Where property rights
other than fee title are the subject of the appraisal, the property rights appraised will be

specifically outlined in the letter of transmittal.

The legal description furnished to us is assumed to be correct. We assume no
responsibility for matters legal in character, nor do we render any opinion as to the title,
which is assumed to be good and marketable unless otherwise stated. Any existing liens
and encumbrances have been disregarded and the property appraised as though free and
clear under responsible ownership and competent management, unless otherwise

indicated.

We have made no survey and assume no responsibility in connection with such matters.
We believe the information in this report furnished by others to be reliable, but no
warranty is given for its accuracy. This includes, but is not limited to, information
obtained in regard to operating statements, rent roils, flood plains, wetlands, geological
fault lines, sufficiency of public utilities, and land or surface subsidence. The
construction and condition of the improvements mentioned in the body of this report is
based on observation and no engineering study has been made, unless previously noted,
which would discover latent defects. No certification as to construction or any of the

physical aspects could be given unless a proper engineering study was made.

No fault line, flood plain, or subsidence study has been made by the appraisal tirm and

could be under taken only by a qualified engineering firm.

It is assumed that the property is in full compliance with all applicable federal, state, and
local environmental regulations and laws unless the lack of compliance is stated,

described, and considered in the appraisal report.

307-12C
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ASSUMPTIONS AND LIMITING CONDITIONS

'@

ltis assumed that the property conforms to all applicable zoning and use regulatmn&. dnd
restrictions unless nonconformity has been identified, described and considered in the

appraisal report.

The valuation is reported in dollars of currency prevailing as of the date of appraisal. The
allocation of value between Jand and building is applicable only under the current
program of utilization, and is invalid if used in making a summation appratsal n

conjunction with the figures prepared by other persons.

All information, comments and conclusions appertaining to the subject and other
properties represent the personal opinion of the appraisers formed after examination of
the property or properties. While it is believed that the information, estimates, analyses,
and conclusions drawn there from are correct, the appraisers do not guarantee them and

assumes no liability for errors in facts, analysis, or judgment.

All information contained in this report, if confidential, is submitted solely for the use of
the addressee of the letter of transmittal. The appraisers will not be required to give
testimony or attendance in court or before any other legal authority by reason of this
appraisal without prior agreement and arrangement between the employer and the

appraisers.

It is assumed that all required licenses, certificates of occupancy, consents, and other
legislative or administrative authority from any local, state, or national government or
private entity or organization have been or can be obtained or renewed for any use on

which the value contained in this report is based.

Any values provided in the report apply to the entire property, and any proration or
division of the total into fractiona! interest will invalidate the value, unless such

prorations or division of interests has been set forth in the report.

397-12C
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ASSUMPTIONS AND LIMITING CONDITIONS

Thts report 1§ wrﬂtcn in contormlty wzih the profess;onat standards of practice and code

of ethics of the Appraisal Institute, the Uniform Standards of Professional Appraisai

Practice, and the rules of the Texas Real Estate Commission unless otherwise stated.

I is assumed that there are no hidden or unapparent conditions of the property, subsoil, or
structures which would render it more or less valuable. No responsibility is assumed for
such conditions or for engineering which may be required to discover them. In this
appraisal assignment, the existence of potentially hazardous material used in the
construction or maintenance of the building, such as the presence of urea-formaldehyde
foam insulation, asbestos, and/or existence of toxic waste, which may or may not be
present on the property, was not observed by me, nor do we have any knowledge of the
existence of such materials on or in the property. The appraisers, however, are not
qualified to detect such substances. The existence of urea-formaldehyde insulation or
other potentially hazardous waste material may have an eftect on the value of the

property. We urge the client to retain an expert in this field if desired.

The appraisers represent that he/she are not experts to appraise insulation or other
products banned by the Consumer Products Safety Commission which might render the
property more or less valuable. In connection with this appraisal, the appraisers have not
inspected or tested for, nor taken into consideration in any respect the presence of
absence of insulation or other said products increase or decrease in the value of the

property from the value placed thereon by the opinion of the appraisers.

The Americans with Disabilities Act (ADA) became effective January 26, 1992. We
have not made a specific compliance survey and analysis of this property to determine
whether or not it is in conformity with the various detailed requirements of the ADA. It
is possible that a compliance survey of the property together with a detailed analysis of
the requirements of the ADA could reveal that the property is not in compliance with one

or more of the requirements of the act. If so, this fact could have a negative impact upon
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ASSUMPTIONS AND LIMITING CONDITIONS

&

the value of the pr operiy Since we have no direct evidence :elatmg, to this issue, we d]d
not consider possible noncompliance with the requirements of ADA in deriving the value

of the property,

The Hability of Whitney & Associates, its owner and staft, is limited to the Client only
and to the amount of the fee actually paid for the services rendered, as liquidated
damages, if any related dispute arises. Further, there is no accountability, obligation, or
liability to any third party. [f this report is placed in the hands of anyone other than
Client, the Client shall make such party aware of all limiting conditions and assumptions
of the assignment and related discussions. The Appraisers are in no way to be
responsible for any costs incurred to discover or correct any deficiencies of any type
present in the property; physically, financially, and/or legally. Client also agrees that in
case of lawsuit (brought by lender, partner or part owner in any form of ownership, tenant
or any party), Client wiil hold Appraisers completely harmless from and against any
fiability, loss, cost, or expense incurred or suffered by Appraisers in any such action,

regardless of its ouicome,

Neither all, nor any part of the contents of this report shall be conveyed to the public

through advertising, public relations, news, sales, or other media, without the consent and
approval of the authors, particularly as to the valuation conclusions, and identity of the
appraisers or firm with which he/she are connected, or any reference to the Appraisal

Institute, or the MAI designation.

Special assumptions have been made in some of the sections of the report for the purpose
of determining a value. These assumptions are necessary in regard to such items as
hidden construction details, the amount or amounts of insurance coverage, maintenance
expenditures, etc. These assumptions are based upon the best knowledge and judgment
of the appraisers, and are believed to be typical of the actions of buyers, sellers, and

investors in the market.
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ASSUMPTIONS AND LIMITING CONDITIONS

It is assumed that any other easements or encroachments that could not be specificaily

located do not have a detrimental effect on the value of the subject property.

It is assumed that the division of the mineral rights will not affect the surface value of the

subject property.

It is assumed that there are no known or unknown environmental conditions other than

those noted within this report.

It is assumed that there are no hidden or unapparent subsoil or structural conditions other

than those noted within this report.
The appraisal is based upon information provided by the client.

A survey was provided to the appraisers. The description and boundary of the subject
were also supplied by the client and from information obtained from CCAD. Our value
is contingent on the accuracy of this information. 1If a survey indicates something
different from the information supplied our concluded value could be affected.
Additionally, if a survey reveals any adverse ecasements or encroachments our value

could be affected.

According to the survey provided, portions of the subject site are submerged,
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SUBJECT PROPERTY DESCRIPTION AND THREE-YEAR SALES HISTORY

" SUBJECT PROPERTY DESCRIPTION AND THREE-YEAR SALES HISTORY

The subject property can legally be described as Abstract 265, Survey 667 Patents 6/33 3/468,
Cameron County, Texas 78578. The subject property currently consists of a fee simple, 23.67
acre tract of land, formerly the abandoned causeway, and approximately 73.74 acres of

submerged land leased from the State of Texas on a 99-year lease.

The subject is proposed with 106 RV sites, 26 water side casitas, 4 Laguna casitas, 20 boat shps
located along the fee simple site, and various site improvements. These improvements are not
part of this appraisal. In addition, according to the City of Port Isabel, there have been no

plans submitted for any proposed development.

The subject site has deep water access to the Laguna Madre and access to the Gulf of Mexico via

the Queen Isabella Memorial Bridge.

According to the survey provided, portions of the subject site are submerged. A lease for the
submerged land was provided by the client. The lease is for 99-years with approximately 94
years remaining. 11 is our understanding the lease will revert back to a 99-year lease once the

improvements are completed. The lease is for $5,000 per year.

Permit #17521 (issued September 19, 1986) by the "COE" was permitted an extension on
December 23, 2009. This permit expires December 31, 2015, The original permit requested the

authorized construction of marina to include 260 boat slips, piers, floating
breakwaters, a marina service facility, a bulkhead, dredging, and cabanas.
Amendment 17521 (01) for an extension of time was issued 28 February 1939,
Amendment 17521 (02) for an extension of time was issued 28 February 1992,
Amendment 17521 (03) for an extension of time was issued 2 August 1994,
Amendment 17521 (04) for an extension of time was issued 13 January 1998, and
Amendment 17521 (035) for an extension of time was issued 18 March 2003. The
extension of the time approval has resulted in a reduction of the scope of the project.

The above permit extension has additional special conditions:

W HITNEY & ASSOUIATES
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SUBJECT PROPERTY DESCRIPTION AND THREE-YEAR SALES HISTORY

1. The permittee understands and agrees that, it future operations by the United States
required the removal, relocation, or other alterations, of the structure or work
herein authorized, or if, in the opinion of the Secretary of the Army or his
authorized representative, said structure or work shall cause unreasonable
obstruction of the free navigation of the navigable waters, the permittec will be
required, upon due notice from the Corps of Engineers, to remove, relocate, or
alter the structural work or obstructions caused thereby, without expense to the
United States. No claim shall be made against the United States on account of
any such removal or alteration.

b2

. Prior to the performance of hydraulic dredging, the permittee will obtain a Section
401-water quality certification from the TCEQ for the effluent or return water.
The permittee will submit a copy of the Section 401-certification to the Corps of
Engineers Corpus Christi Regulatory Field Office (CCRFOQ), prior to performing
hydraulic dredging.

3. A posi-construction seagrass survey shall be conducted by the applicant within
fourteen (14) days of cessation of any jurisdictional construction activities within
500 feet of the seagrass areas depicted in the attached permit drawings. The
survey reports shall be provided in report form to the CCRFO within 30 days of
cessation of any construction activity.

4. The footprint of the proposed dredged material placement area will be stacked on
the ground and the CCRFO notified prior to construction of the DMPA so that the
CCRFO can verify that the DMPOA is being sited in a non jurisdictional upland
area.

5. A demolition plan for the east unused section of the Queen Isabella Causeway
(QIC) will be submitted to the CCRFO for its review and written approval prior to
any demolition. No placement of demolished QIC bridge material into Laguna
Madre, or any other waters of the United Sates, is authorized by this permit,

The submerged/easement land has various restrictions regarding ownership and use not common
with a fee simple site. The submerged/casement lease was originally signed with Peninsula Land
Company (Assignor) from the Permanent School Fund (the "State” General Land Office -
Assigned), Commercial Basement #L.C840180 (effective November 21, 1985). The initial rent

(as vacant) is $1,000 annually.
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SUBJECT PROPERTY DESCRIPTION AND THREE-YEAR SALES HISTORY

In the Seventh Amendment to Commercial Easement LC840180 (effective January 6, 2000), the
document reads:

1. The annual payments shall continue to be One Thousand and NO/100 Dollars
($1,000.00), until the earlier occurrence of
a) January 1 of the first easement year (as such term is defined in Amendment
No. 3 of the Easement, hereinafter "Easement Year") following the
commencement of construction of the boat slips required under the
gasement; or
b) January | of the first Easement Year following the issuance of a final
decision by the COE ["US Army Corps of Engineers”) regarding the re-
routing of the GIWW ["Gulf Intracoastal Water Way"].

2. Commencing January | of the first Easement Year described in section 1(a) or
1(b) above, whichever occurs first, the annual payments shall be the greater of:
a) Five Thousand and no/100 Dollars (55,000.00); or
b) One Dollar and 90/100 ($1.90) per linear foot of slips actually constructed
as the date said annual payment is due.

3. Construction of the boat slips may commence at any time during the term of the
Fasement, but in no event shall begin later than January 1, 2016, or one (1) year
afler the COE (United States Corps of Engineers) issues a final decision on the re-
routing of the GIWW (Gulf Intracoastal Water Way), whichever occurs first.
Upon such date, Grantee shall have commenced construction of the subject
improvements and shall diligently pursue construction of such improvements until
completion; provided, however, notwithstanding any other provision of the
Easement, Grantee shalt have completed construction of the minimum two
hundred thirty-two (232) slips no later than December 31, 2018.

4. Al other provisions of the Easement shall remain in full force.

The Commercial Easement Lease was transferred to RVL Texas Properties, LLC (Assignor).

RVL Texas Properties assumes all obligations of Peninsula Land Company.

Conversations with the owner and the Texas General Land Office have indicated that the Gulf
Intracoastal Water Way is still pending, but there is no time line for anything to be done.
Anything that may be done will be in the far distant future. The owner stated the realignment
will not negatively affect the subject because it will only affect a smal{ portion of the property,

which will not be utilized.
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SUBJECT PROPERTY DESCRIPTION AND THREE-YEAR SALES HISTORY

According to public records, the current owner 1s RVL Texas Properties, LLC. The current

owner acquired the subject site in 2006. The following is the recent transaction,

Grantor: Patrick 5. Martin

Grantee: RVL Texas Properties, LLC

Date: June 30, 2806

Recording: 38946

Sales Price:  $4,006,000

Note: Subsequent to the sale, the buyers have spent in excess of $1,000,000 on
design for a proposed development.

According to a conversation with Mr. Greg Williams, a principle in RVL Texas Properties, the
subject property is in foreclosure. However, a conversation with Mr. Eddie Parise with Patriot
Bank indicated the subject property is currently not in foreclosure; however, RVL Texas

Properties are behind on payments.

No other current listings, offers, or contracts were noted on the subject property. The history
includes all the transactions over the past three years. No transactions have occurred over the

past three years,
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CA‘\/IFR()N COUNTY MARKET ANALYSIS’
A Market Area is defined in The Appraisal of Real Estate, 13" Edition, Copyright 2008, Page

55, as:

The geographic or locational delineation of the market for a specific category of real estate, lL.e.
the area in which alternative, similar properties effectively compete with the subject property in
the minds of probable, potential purchases and users.

Many neighborhoods, districts, or combinations of the two can reside within a Market Area. The

Market Area is an area where a subject property is analyzed by buyers and sellers relative to

similar properties.

The Brownsville-Harlingen Metropolitan Statistical Arca is located at the southemmost tip of
Texas along the United States-Mexican border. Cameron County is bounded by the Rio Grande
River and the Gulf of Mexico to the south and east, respectively. Hidalgo County is to the west,
Willacy County to the notth, the Gulf of Mexico to the cast and the Mexican State of Tamaulipas
lies to the south of the county. According to the U.S. Census Bureau, the MSA was the 28"
fastest growing area in the country and the ninth fastest growing area in the state between 2000

and 2010.

The largest metropolitan area within Cameron County is the city of Brownsville. Matamoros,
Tamaulipas, Mexico is Brownsville’s sister city and both cities depend upon the other
economically and culturally, Brownsville is located approximately 25 miles southeast of

Harlingen and approximately 30 miles southwest of South Padre Island.

Harlingen is Cameron County’s second largest city with a population of 64,849 as of the 2010
census and the sixth largest city in the Rio Grande Valley. The city has a total arca of 34.3
square miles and an elevation of 39 feet above sea level. Its location at the intersection of U.S.
Highway 77 and U.S. Highway 8 makes the city an ideal natural trade area, which contributes to

its growth potential.
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307-12C Real Fatate Vabiation snd Consulting 21



CAMEROCN COUNTY MARKET ANALYSIS

Harlgngen’s strategic focation fostered its development as a distribution, shipping and indugtrial
center. In 1904, Lon C. Hill envisioned the Arroyo Colorado as a commercial waterway. He
named the town he founded on the north bank after the city of Harlingen in The Netherlands.
The first school opened with 15 pupils in 1905 near the Hill home, the first residence built in
Harlingen. Harlingen was incorporated in April 1910, when the population totaled 1,126, The

local economy at first was almost entirely agricultural. Major crops were vegetables and cotton.

World War 1l military installations in Harlingen caused a jump in population from 23.000 m
1950 to 41,000 by 1960. Harlingen Army Air Field preceded Harlingen Air Force Base, which
closed in 1962. The city’s population fell to 33,603 by 1972, and then climbed to 40,824 by
1980. Local enterprise, focused on the purchase and utilization of the abandoned base and
related housing, laid the groundwork for continuing progress through a diversitied economy. In
the late 1980s, income from tourism ranked second only to citrus fruit production, with grain and
cotton next. The addition of wholesale and retail trade, light and medium manufacturing, and an
array of service industries have broadened the economic base. Large scale construction for

multifaceted retirement communities is a new phase of industrial development.

As in other cities in the Lower Rio Grande Valley, a significant part of Harlingen’s transient
population and a significant contributor to its economy consists of “Winter Texans”. Winter
Texans are generally retirees from the northern Midwestern states and Canada who come o
escape the northern winter weather between roughly November and March. Many five in trailer

or recreational vehicle parks.

During the 2000s, the U.S. Census Bureau reported that Brownsville-Harlingen MSA’s
population increased by 21.2 percent, The area’s population growth rate over the past decade
has surpassed that of the State — 16.6 percent. ~ With the continued expansion of U.S. and
Mexico trade and economic integration likely, the MSA can expect to remain one of the most

favorable metropolitan arcas in the nation.
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CAMERON COUNTY MARKET ANALYSIS

:i;he Bt.'ownsviﬂe-Harli.ngen MSA’s non-agricultural employment grew by 300 jobs in August
2012. Mining, Logging, & Construction; Trade, Transpiration, and Utilities; Processional and
Business Services; and Education and Health Services grew over the past month. Leisure and
Hospitality Services and Government industries lost jobs. All other industries remained steady

for the month.

Mining, Logging, and Construction accounted for the largest annual growth with the addition of
300 jobs for a 10.3 percent annual growth rate. The Brownsville-Harlingen MSA has lost 2,800
jobs over the year, representing an annual decline rate of 2.2 percent,

As one of the primary trade routes connecting the United States and Mexico, the Brownsville-
Harlingen MSA is a gateway to Mexico’s burgeoning industrial complexes. This ascent began in
1987, and it continues on a remarkable scale. The increase of Mexico’s maquiladora (twin-plant)
program, entry into GATT, economic reforms, and NAFTA has combined to spur the growth of

the area’s transportation industry and overall economy.

Economics

Texas employment growth surpassed that of national employment growth, and every industry
experienced job increases. Although the area has seen an 11.6 percent unemployment rate (July
2012) recently, it is higher than the national unemployment rate (8.6 percent). The Texas

unemployment rate has remained below the national unemployment rate at 7.1 percent.

Although agriculture is still very important to the Harlingen economy, Harlingen has veered
further away from the agriculture-driven economy and has diversified its employment market;
adding the health care and telecommunications industries. Three of the top 10 employers in
Harlingen are in the medical field. Telecommunications is also a growing industry with the

area’s bi-lingual workforce.
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CAMERON COUNTY MARKET ANALYSIS

Major employers are Brownsville 1SD, Harlingen CISD, University of Texas at
Brownsville/Texas Southmost College, Cameron County, Valley Baptist Medical Center, Keppel
Amfels, City of Brownsville, Walmart, H-E-B, Advanced Call Center Technologies, and Dish

Network,

Population
The population of the McAllen-Edinburg-Mission MSA increased at of 21.2% from 2000 to
2010. For the same time period, the State of Texas grew at a rate of 16.6%. Over the last ten

years, Hidalgo County’s average annual change was 2.12%, compared to 1.66% for the State of

Texas.
BROWNSVILLE-HARLINGEN MSA 2010
Population 406,220
Households 120,800
L "~ Population Characteristics . ik
Percent Change (2000 - 2010) 21.20%
Source: Real Estate Center at Texas ARM University

For the period of 2010 to 2020, the population in the McAllen-Edinburg-Mission MSA is
expected to increase to 510,697 Over the past 10 years, the local MSA has outpaced the state

average.
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CAMERON COUNTY MARKET ANALYSIS

V,I.';Wt’ernatienal Trade

Foreign Trade Zone #62 is located in Cameron County with sites at the Harlingen Industrial Park
and the Airpark at Valley International Airport in Harlingen. FTZ #62 is the largest trade zone in
Texas. The Brownsville-Harlingen MSA’s economy relies heavily upon trade and retail due to
its proximity to the United States — Mexico border. An increased payroll at Matamoros’ 121
plants sparked a sharp increase in the maquiladora which relies heavily on customers from
Mexico, especially those from Matamoros. The value of imports carried by truck is over $22

billion annually.

Local and cross-border retail constitute a major component of Harlingen’s economy. Retail sales
account for over 60 percent of total industry sales, and provide income and employment
opportunities to over 25 percent of the area’s residents. Today, the retail sector is more insulated
from the wild swings of previous years when the economy was more dependent on cross-border

Mexican shoppers.

Transportation

Highways

Two 6-lane divided highways intersect in Harlingen: U.S. Highway 77 and U.S. Highway 3.
U.S. Highway 77 connects to Interstate 37 at Corpus Christi. U.S. Highway 83 connects with

Interstate 35 at Laredo.

International Trade Bridges

Total annual crossings are 573,605 at Los Indios’ Free Trade International Bridge (September
2010) is a major indicator of the market that feeds the city’s retail industry. With the completion
of Mexico’s State of Tamaulipas new ‘autopista’, the Free Trade Bridge will provide a seamless

highway for more efficient distribution of industrial products to Mexico’s interior.
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Mexico’s trade routes to the northern United States and Canadian Provinces have helped make
the area of entry one of the busiest. Currently, the U.S. Customs inspection facility
accommodates up to 75 trucks simultaneously, making the Free Trade Bridge the most time-

efficient crossing area on the United States-Mexico border.

Airports

Valley International Airport (HRL) has a service area that encompasses the lower Rio Grande
Valley and northern Mexico, serving more than two million people on both sides of the U.S.-
Mexico border. 1t is the largest international airport in the region and handles approximately 45
percent of all passenger traffic in the Rio Grande Valley. The airport lies in the northeastern
portion of Harlingen and offers a border-crossing option via the Free Trade Bridge. The airport
has aligned itself as the Air Cargo Hub of the Rio Grande Valley and works closely with UPS,
DHL, FedEx, BAX Global, Continental Express Cargo and Southwest Airlines Cargo. Valley
AirCare provides emergency medical and critical patient transport helicopter service within 150

miles of its base at Valley International Airport.

In 1975, Southwest Airlines began to fly to the Rio Grande Valley via Valley International
Adrport with four round trips each business day. Additional airlines that serve the airport include
Continental Express to Houston — Intercontinental and Sun Country Alirlines to Minneapolis — St.

Paul during the winter season and charter flights to Dallas — Fort Worth during the summer,

Mass Transit

With the only mass transportation system south of San Antonio, Brownsville offers an easy and
inexpensive means to move around the city. The system operates six days a week, fourteen hours
a day to provide transportation for the growing demands of the population. The city operates 14
state-of-the-art buses that serve 11 routes. A variety of private bus companies operate routes fo

areas throughout Texas and the United States.
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Pofr.f;

The Port of Harlingen is located four miles east of Harlingen on Highway 106, It is 25 miles
west of Mile Marker 646 on the Gulf Intracoastal Waterway, which stretches from the Mexican
horder at Brownsville, along the entire coast of the Gulf of Mexico to St. Marks, Florida. The
Gulf Coast Intracoastal Waterway provides over 1,300 miles of protected waterway, 12 feet deep

and 125 feet wide. The Harlingen Channel is supplied by the Arroyo Colorado.

The Port of Brownsville provides the most efficient services to facilitate the international
movement of goods between Mexico and the United States. At the Port of Brownsville, the land

transportation of Mexico is linked with the Inland Waterway System of the United States.

Open since 1936, the Port of Brownsville is located at the southernmost tip of Texas at the end of
a 17 mile (27 kilometers) channel that meets the Gulf of Mexico at the Brazos Santiago Pass.
The City of Brownsville is 2 miles (3 kilometers) to the southwest, and lies adjacent to the Rio

Grande River providing a convenient gateway to Mexico.

The Port of Brownsville is unique in that it offers five modes of transportation to and from the
Port: ocean going vessels, U.S. and Mexican truck transport with access to major highways, rail
setvice, barge service via the U.S. Intracoastal and Inland Waterway System, pipeline access
service and air service at the Brownsville/South Padre Island International Airport. The
Brownsville ship channel is 42 feet deep with a turning basin of 36 feet at the westernmost

terminus; 1,200 feet in width.

Around the clock supervision of vessels and vehicle traffic at the Port is provided by the BND.
The Harbor Master’s office schedules vessel arrivals and departures, assigns docking berths,
maintains radio contact with pilot boats of the Brazos-Santiago Pilots Association and provides
up-to-the minute information on schedules and public information. Around the clock guard

service is provided in all general cargo facilities.
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The Port of Brownsville is a major center of industrial development with over 230 companies

doing business here.

Activities include:

construction of offshore drilling rigs

« ship repairing and dismantling

o steel fabrication, boat construction

o rail car rehabilitation

e LPG storage/distribution

e waste oil recovery

e bulk terminaling for miscellaneous liquids

» grain handling and storage
Adequate space is available for expansion of existing or addition of new industries.

The Port of Brownsville is governed by the Brownsville Navigation District, a political
subdivision of the State of Texas. The District is guided by an elected Board of Commissioners
which establishes the policies, rules, rates and regulations of the Port and approves all

contractual obligations.

Railroads

As a subsidiary of the Brownsville Navigation District, the Brownsville & Rio Grande
International Railroad (BRG) has provided efficient and reliable railroad service at the Port of
Brownsville since 1984, Railroad operations are 24/6 in order to maximize movement of a
monthly average load of 4,000 plus cars. BRG has a direct interchange with Union Pacific

Railroad and Burlington Northern Santa Fe. KCSM serves as UP’s intermediate switch.
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Homeland Security

The U.S. Department of Homeland Security through the Transportation Security Administration
(TSA) and the U.S. Coast Guard are in charge of regulating and enforcing the new rules and
regulation for eniry issued by Homeland Security as of April 28, 2006. The Port of Brownsvilie
has been designated a credentialing center for the purpose of enrolling individuals needing
unescorted access to secure arcas. Entry to the Port is via one gate only — to ensure proper

security clearance and identification.

Healthcare Facilities
Harlingen Medical Center provides Cameron County with advanced general acute care. HMC
specializes in advanced cardiovascular care, orthopedics, obstetrics and gynecology. The state of

the art facility opened in 2003 and contains over 100 beds, all private rooms.

Valley Baptist Medical Center (VBMC) was founded in 1925 on F Street in Harlingen. 1t 1s
currently located at Ed Carey Drive and Pease Street. VBMC is a 600 bed not-for-profit hospital

that also serves as the regional trauma center, including a stroke unit.

Solara Hospital is a long term acute care facility providing treatment for up to a month. The 41
bed hospital is owned by Solara Healthcare of Dallas, Valley Baptist Health System and local

physicians.

Regional Academic Health Center is a teaching hospital that serves as an extension campus of

the University of Texas Health Science Center at San Antonio.

Su Clinica Familiar offers services tailored to the border region, concentrating in the areas of
dentistry, internal medicine, women’s health and pediatrics. It has a teaching partnership with

Regional Academic Health Center.
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Ronald McDonald House opened in 1998 and is funded by private donations, grants and
fundraising events. It is “a home away from home” for families of children being treated for
serious illnesses of injuries. It is one of 232 Houses in the United States and 22 countries

providing 6,000 rooms nightly.

Echication

The Harlingen community is made up of two school districts: Harlingen Consolidated
Independent School District and South Texas School District. The Marine Military Academy 1s
a private college preparatory military school for young men in the 8" ~ 12" grades. Several

private and religion-aftiliated schools are also in the area.

Texas State Technical College serves the south Texas region with two year technical tield

degrees and certifications.

The University of Texas Health Sciences Center - San Antonio opened the Regional Academic
Health Center in 2002 as a teaching hospital. Third and fourth year medical students from the
San Antonio campus can complete their clinical rotations in the Rio Grande Valley. RAHC also
supports an internal medicine residency program. The institution also offers a free public

medical library.

The University of Texas — Pan American offers bachelors, masters and doctorate degrees

through an education center in Edinburg.

Located 20 miles from South Padre Island and one block from the US-Mexico horder, The
University of Texas at Brownsville and Texas Southmost College is one of the fastest-growing
institutions in the UT Systern, with an enrollment of more than 12,000 students. UTB/TSC offers
one-year certificates, associate, bachelor’s and master’s degrees, as well as cooperative programs

with universities where students can earn doctoral degrees.
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CAMERON COUNTY MARKET ANALYSIS

TthASA C.en{grwfor G%Ei‘Vit&iéonal Wave and Astronomy, in the department of physics and
astronomy, provides students a chance to be a part of international research, UTB/TSC is also
known for producing excellent teachers, where the student passing rate on the Texas teacher
certification exam is 94%. The campus is also home to the largest Criminal Justice program in

south Texas.

The recently opened student housing complex oftfers spacious rooms and many other amenities
such as computer labs, a fitness center and a swimming pool. And while the campus is
expanding, it is keeping its unique historical charm. UTB/TSC is located on the grounds of Fort
Brown, which served as an outpost for the US Army for almost 100 years prior to its closing
after WWIIL. The institation’s administration is housed in the former hospital, morgue, and

officers’ quarters. Care is being taken with new construction to capture historic elements.

Conclusions

In conclusion, Harlingen and Cameron County offer great accessibility to thoroughfares which
link the United States with the Texas-Mexico border. With the continued expansion of United
States — Mexico trade likely, this area can expect to remain one of the most desired areas in the
nation. Unemployment is above the state average while per capita income is well below the state
average. However, both unemployment rates and per capita income are improving as the market
cxpands. Continued success in agriculture and retail as well as improvements in manufacturing
and trade helps facilitate its growth. The growth pattern is predicted to continue for both
residential and commercial properties. Building permits to continue to steadily increase both in
number and amount. Increasing occupancy rates are expected with well-maintained and well-
managed properties. To attract businesses incentives have been made to help cut down new
settlement costs. Finally, a significant public-private infrastructure initiative that enhances all
areas of the regional transportation corridors and support services will place Harlingen and the

Brownsville-Harlingen MSA as one of the more desired business areas in the State.
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CAMERON COUNTY MARKET ANALYSIS

Barriers to Entry

The subject’s market is located within a zone restricted area. It is relatively easy to change
zoning requirements for a property. The subject’s site is also restricted to requirements by the
General Land Office and the US Corp of Engineers. Any new constructions must adhere to local

building codes.

Demand CGenerators

The main demand generator for the local market is the close proximity to South Padre Island.
The area is highly sought area for vacationers and retired individuals because of its close

proximity to local beaches, the Gulf of Mexico, water sports, and fishing.
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Location Map
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NEIGHBORHOOD ANALYSIS

NEIGHBORHOOD ANALYSIS
A neighborhood is defined in The Dictionary of Real Estate Appraisal, 5™ Edition, Copyright

2010, Page 133, by the Appraisal Institute as:

A group of complementary land uses; a congruous grouping of nhabitants,
buildings, or business enterprises.
A neighborhood can be a portion of a larger community, or an entire community in which there
is a homogeneous group of inhabitants, buildings, and business enterprises in which inhabitants
have a more than casual community interest and a similarity of economic levels or cultural
backgrounds. Neighborhood boundaries may consist of well-defined natural or manmade

barriers or they may be more or less well defined such as by distinct change in land uses.

Neighborhoods may be devoted to such uses as residential, commercial, industrial, agricultural,
cultural and civic activities, or a mixture of uses. Analysis of the neighborhood in which a
particular property is located is important due to the fact that the various economic, social,
political, and physical forces which affect that neighborhood also directly include the individual
propertics within it. An analysis of the various factors as they affect the value of the subject

property is presented in the following discussion.

Market Area Boundaries

For the purpose of this appraisal, the subject market area is located in the southeastern portion of

Cameron County. The area is defined as being bounded by:

North! Laguna Madre
South: Rio Grande River
East: South Padre island
West: US Highway 77
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The described market area boundaries were chosen because properties described within them
exhibit similar characteristics insofar as land use, physical characteristics, price, and desirability.
This area is considered primarily commercial in character with residential influence found along

the secondary thoroughfares.

Neighborhood Demographics

The following chart summaries a 1-mile, 10-mile, and 15-mile radius from the subject property.
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NEIGHBORHOOD ANALYSIS

NEIGHBORHOOD DEMOGRAPHICS _ R
| [ 1-Mile | 10:Mile | 15-Mile
Population '
2000 Population 525 12,813 14,141
2010 Papulation 1,226 15,501 17,041
2015 Population 1,359 17,012 18,748
Annual Growth 2000 - 2010 133.52% 2098% 20.51%
Annual Growth 2010 - 20156 10.85%  9.75%  10.02%
Households
2000 Households 236 4,795 5,017
2010 Households 620 6,036 6,316
2015 Households 698 6,706 7,038
Annual Growth 2000 - 2010 162.71% 25.88% 25.89%
Annual Growth 2010 - 2015 12.58% 11.10% 11.43%
Income
2000 Median Household Income $28,497 $28,715 $28,879
2000 Average Household Income  $43,776  $43,840 $43.914
2000 Per Capita Income $19,254 $16,722 $16,269
2010 Median Household Income $46,284 $38,004 $38,435
2010 Average Household Income ~ $60,084 $52,169 $52,084
2010 Per Capita Income $29,518 $20,306 $19,819
2015 Median Household Income $55 642 $49,390 $50,018
2015 Average Household income  $67,299 $58,306 $58,153
2016 Per Capita Income $33,468 $22,971 $22,383
Education (+25)
High School 24 .8% 27.7% 27.4%
Some College 23.0% 20.3% 19.4%
Associates Degree 8.4% 7.2% 7.0%
Undergraduate Degree 19.5% 14.9% 14.6%
Graduate Degree 12.4% 9.6% 9.7%
Source: STDBOnline ) -

Government Structure

Cameron County has a county judge and fours commissioner precincts, which comprise the

commissioner’s court. These individuals oversee the operations of the county government.
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NEIGHBORHOOD ANALYSIS

Transportation

The traffic arteries in the market area arc adequate, with access to the area offered primarily by
US Highway 281, US Highway 77/83, State Highway 48, International Boulevard, and Business
Highway 77. US Highway 281 is an cast/west thoroughtare providing access from Business
Highway 77 to the cast and Hidalgo to the west. US Highway 77/83 is a north/south
thoroughfare providing access from Mexico to the south and Harlingen to the north. State
Highway 48 is an east/west thoroughfare providing access from Business 77 to the west and Port
Isabel to the east. International Boulevard is an east/west thoroughfare providing access from
US Highway 77/83 to the west and State Highway 48 to the cast. Business Highway 77 is a
north/south thoroughfare providing access from US Highway 77/83 to the north and the Mexico

border to the south.

Port of Brownsville provides access to the Gull of Mexico and is a major center for over 230
companies business within the Port, The Port of Brownsville allows for activities such as
construction of offshore drilling rigs; ship repairing and dismantling; steel fabrication, boat
construction: rail car rehabilitation; LPG storage/distribution; waste oil recover; bulk terminal for

miscellaneous liquids; and grain handling and storage.

The Port is governed by the Brownsville Navigation District, which is run by the State of Texas.

Local and international air transportation is provided by Port Isabel/Cameron County Airport
which is located approximately 12 miles northwest of the subject. Brownsville/South Padre
Intercontinental Airport which is approximately 25 miles northwest of the subject property. Rail
transportation in the immediate subject market area is provided by the Union Pacific Rail Road,

west of the subject property.

Public Services

Electricity is provided by Duke Energy and telephone service by AT&T. Water and sewer is
provided by the Laguna Madre Water District.
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NEIGHBORHOOD ANALYSIS

The market area is served by the Port Isabel Independent School District with schools of all
levels located throughout the area. Hospitaf facilities are located within the market arca. The

area also has good access to several churches, parks, recreational facilities, and shopping centers,

Topography
The topography of the market area is characterized as generally flat to rolling hills, which 1s

representative of most of the Cameron area. The large majority of the immediate area is focated
outside the flood hazard area. No environmental hazards were apparent within the subject
market area, and it is assumed that the area soil and sub-soil conditions are suitable for future

development, based on the extent of existing development.

Land Use Patierns

Land uses in the market area encompass a variety of uses including commercial, residential,

multifamily, service, and light industrial.

The area is influenced primarily by the county seat of Brownsville.

The area has a very diverse range of businesses and markets that stimulate and drive the local
economy. Areas such as manufacturing, agriculture, mining, and various types of trading are the
main areas of business and employment in Brownsville and the entire Rio Grande Valley. Major
employers in Brownsville include Brownsville ISD, University of Texas- Brownsville, Cameron

County, and The City of Brownsville.

Brownsville’s economy relies heavily upon trade and retail due to its proximity to the United
States - Mexico border. An increased payroll at Matamoros® 121 plants sparked a sharp increase
in Brownsville’s magquiladora industry which relies heavily upon customers from Mexico,

especially those from Matamoros,
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NEIGHBORHOOD ANALYSIS

In addition, South Padre Island is also a primary influence for the area. The area provides
fishing and various water sports for the area. The area is driven by draw from vacationers to the

arcd.

Conclusion:
Based on a physical inspection of the subject neighborhood and the entire community, it appears
that most commercial development is developing west of US Highway 77. The impetus for
growth is the increasing residential and commercial development near Brownsville and South
Padre Island.

The subject neighborhood is in the stable stage of the economic life cycle, with high home sales,

o

and high occupancies and rents in both the office and retail markets. The economy and
increasing population of the county will benefit the subject neighborhood into the foresceable

future,

The social influences of the subject neighborhood include the fact that the geographic of the
neighborhood offer a positive locale for the type of improvements found within the
neighborhood boundaries. The homogeneity of the neighborhood centers its commercial and

residential mix character at the present time.

The economic influences of the subject neighborhood include the fact that the neighborhood is
approximately 60% built out, with anticipated future growth, The vacant land available for
development will continue to place this neighborhood into the stable stage of the life cycle into
the foreseeable future. The current improvements serve as the economic base for the
neighborhood, with the current improvements enhancing economic presence within the

neighborhood.
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NEIGHBORHOGOD ANALYSIS

The governmental influences affecting the neighborhood are mixed. The subject is in the
process of being annexed into the City of Port Isabel, which does have zoning. The subject is

zoned R-1, Single-Family.

As stated earlier in this report, there are no major environmeuntal forces that would adversely
affect the subject property. The flood plain map found subsequent to the Site Analysis indicates

that some of the areas of the neighborhood are within the 100-year flood plain.
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SITE ANALYSIS

Property Location:

Size:
Configuration:
TexMaps:

Road Froentage:

Accessibility:

Topography/Subsoil:

Utilities:

Adjacent Properties:

Easements:

SITE ANALYSIS

Fast end of South Garcia Street, approximately one mile southeast
of State Highway 100, Cameron County, Texas

23.67 Acres and 73.74 Acres of Submerged Land
[rregular
554, E4

South Garcia Street — Approximately 25 Feet
Laguna Madre — Approximately 4,463 Feet
The old causeway traverses the subject site.

From the intersection of US Highway 77 and State Highway 100
(Cameron County), travel cast along State Highway 100 for
approximately 24.5 miles to South Garcia Street. Turn right
(south) on South Garcia Street and travel approximately one mile
to the subject property. The subject property has access from
South Garcia Street. Overall, access is considered to be adequate.

Basically level and at grade. The bearing qualities of the soil are
assumed typical given adjacent development and there are no
known hazards due to soil conditions.

Gas: Center Point

Electricity: Duke

Water/Sewer: Laguna Madre Water District (Sewer available after
completion of improvements — not part of this appraisal)
Telephone: AT&T

North — Laguna Madre

South - l.aguna Madre

East - Laguna Madre

West — City of Port Isabel/Laguna Madre

According to the information provided and our physical inspection,
there are typical utility easements located throughout the site.
There does not appear to be any other adverse easements which
would negatively affect the development of the site.

307-12C
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SITE ANALYSIS

Zoning/Restrictions: The subject site is being annexed into the City of Port Isabel. The
subject is zoned. The subject will be zoned R-1, Single-Family.

Flood Plain/Drainage: According to flood maps issued by the Federal Emergency
Management Agency (Community Panels #4801010300E), dated
March 9, 1999. The majority of the subject is located in Zone
V10, which are located within the 100-year flood zone.

Zone V10 is described as “SFHA’s subject to inundation by the
100-year flood with the additional hazards associated with storm
waves. Base flood elevations derived from detailed hydraulic
analyses are shown within these zones. Mandatory flood insurance
purchase requirements apply.” (Zone VE is used on new and
revised maps in place of Zones V1-30).

Comments;

The site is located at the east end of South Garcia Street, approximately one mile southeast of

State Highway 100 and is considered to have average access and visibility. The subject is

irregularly shaped. The property has road frontage along South Garcia Street.
South Garcia Street is a two-ltane, asphalt-paved, roadway with concrete curb and gutter.

The subject property consists of 23.67 acres of land and 73.74 acres of submerged land located
along either side of the former causeway extending approximately 500 feet. The subject
property may have littoral or riparian rights associated with the subject. It was mentioned a lease
for the submerged land is in place with the Texas General Land Office. A copy of the lease is in

the addenda of this report.

The subject site has deep water access to the Laguna Madre and access to the Gulf of Mexico via

the Queen Isabella Memorial Bridge.

According to the survey provided, portions of the subject site are submerged. A lease for the
submerged land was provided by the client. The lease is for 99-years with approximately 94

years remaining. It is our understanding the lease will revert back to a 99-year lease once the
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SITE ANALYSIS

improvements are completed. The lease is for $5,000 per year. NOTE: Submerged land is

located on both sides of the old causeway.

It has what is considered to be a usable and regular configuration and is considered to be
functionally adequate for a multi-family use commensurate with surrounding uses. Reference is
made to the tollowing pages for a Google Earth map, aerial photos, survey map, and tlood plain

map of the subject property.
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Google Earth Map
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Aerial Phetos
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Flood Plain Map

InterFlood

wyaw iirterfiood.com ¢ 1-800-252-6633

Prepared for:
Whitney & Associates

Fod lsabel. TX

SoutoR Lo

FLGODSCAPE

AR

Fiood Hazards Map

Hap Humber
| SECT01G300E
:

Effective Date
Harch & 139%

37-12C

HITNEY & ASSOCIATES
Hieal Esfate Valiastion and Consulting

50



TAX ANALYSIS

TAX ANALYSIS
The following is a schedule of the 2012 annual real property taxes for the subject property. The

assessment ratio is 100% and the tax rates are in dollars per $100 of the total assessed valuation.

The 2012 tax rates have not been released. The 2011 have been utilized for this analysis. A

summary of the 2012 assessed values and taxes is presented below.

TAX ACCOUNT NUMBER | LAND ASSESSMENT | IMPROVEMENT ASSESSMENT | TOTAL ASSESSMENT
190685 $1,017,810 $0 $1,017.810
TOTAL 57,017,840 50 T$017,810

The current 2012 total assessed value for the subject is $1,017,810. Our land assessed value is

based on the subject’s vacant value only.

The subject tract is situated within the taxing jurisdictions of Cameron County, Port Isabel 15D,
Laguna Madre Water District, Cameron County Emergency Service District #1, South Texas
ISD, and Texas Southmost College District. The taxes are assessed as a percentage of the tax

rate per $100 of the assessed value.

. ENTITY ' - 12011 TAX RATE [ ASSESSMENT PER $100 12012 TAXES

Cameron County $0.384291 $10,178.10 $3,871.35

Port Isabel I1SD $1.081634 $10,178.10 $11,008.98

Laguna Madre Water District $0.080820 $10,178.10 $822.59
Carneron County Emergency Service District #1 $0.100000 $10,178.10 $1,017.81
South Texas ISD $0.049200 $10.178.10 $500.76

Texas Southmeost College District $0.164026 $10,178.10 $1.669.47
TOTAL $1.859971 ' . $18,930.97

Note: The submerged land is owned by the State and is not taxed. Thereforé, there is no
tax levied on the tenant.

The subject property’s 2012 taxes are $18,931 (Rounded). According to the various taxing
authorities, there are no outstanding taxes as of the date of this appraisal. Therefore, we have

utilized a tax expense of $18,931 for our analysis.
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HIGHEST AND BEST USE

HIGHEST AND BEST USE
Fundamentals of Highest and Best Use

According to The Dictionary of Real Estate Appraisal, 5™ Edition, Copyright 2010, Page 93, by

the Appraisal Institute, Highest and Best Use is defined as:

The reasonably probable and legal use of vacant land or an improved property

that is physically possible, appropriately supported, financially feasible, and that

results in the highest value. The four criteria the highest and best use must meet

are legally permissibility, physical possibility, financial feasibility, and maximum

profitability.  Alternatively, the probable use of Jand or improved property-

specific with respect to the user and timing of the use-that is adequately supported

and results in the highest present value.
The definition specifically applies to the highest and best use of land or a site as if vacant and to
the highest and best use as improved. When a site contains improvements, the highest and best
use may be determined to be different from the existing use. The existing use will continue until
fand value in its highest and best use exceeds the sum of the vajue of the entire property in its
existing use and the cost to remove the improvements. Fach type requires a separate analysis.
Moreover, in each case, the existing use may ot may not be different from the site's highest and

best use.

There are four major criteria to be considered when analyzing the highest and best use of a
property, vacant or improved. The criteria arc that the highest and best use must be (1)
physically possible, (2) legally permissible, (3) financially feasible, and (4) maximally
productive. These criteria should usually be considered sequentially. Since the subject consists
of a vacant tract of land with site improvements, we will examine the site's highest and best use

as vacant.

W:, HITHEY & ASFOCIATES '
3g7-12C Real fstate Vabration and Consalting 55
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Highest and Best Use — “As Vacant”

Physically Possible Use

The first constraint imposed on the possible use of the property is dictated by the physicai
aspects of the site itself. This includes such factors as size, shape, terrain, etc. In general, the
larger the site, the greater its potential to achieve economies of scale and flexibility in
development. As discussed in the site analysis, the subject is a vacant tract of land with access
via a public road along South Garcia Street. The subject has water frontage along the Laguna
Madre and is an irregular shape. The size, shape and frontage are considered adequate enough to
accommodate a variety of uses; however, the site is best configured for a multi-

family/recreational use development.

A tract's topography and subsoil conditions are also important considerations in determining its
possible uses. If'a site's topography or subsoil conditions make utilization restrictive and costly,
the site's potential future use is adversely affected. As mentioned previously in the Site Analysis
section of this report, at the date of inspection, the subject appeared to be level and well drained.
In addition, there is no apparent soil or subsoil conditions which would adversely aftect

construction, as evidenced by nearby tmprovements.

The possible uses of a tract arc aiso dependent upon the site's utility availability and capacity. If
a site has no access to utility service and cannot acquire access, it is virtually impossible to
develop. Of equal importance is a site's utility capacity. A tract which does not have, and cannot
acquire, high density utility capacity is restricted from most commercial property uses. T he
subject site has all utilities available in adequate capacity to support the development of the
whole site. By virtue of its size, shape, topography and utility availability, the site lends itseif to
a number of possible uses. However, the site appears best suited for multi-family/recreational

use development.

W HITNEY & ASSCOCIATES
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HIGHEST AND BEST USE

Legally Permissible Use

Private (deed) restrictions, zoning regulations, building codes, historic district controls, and
environmental regulations can often preclude a possible highest and best use. As mentioned in
the Site Analysis section of this report, the subject has been annexed into the City of Port Isabel,
which does restrict through zoning ordinances in the past two months. According to the Code

Enforcement department, the subject is zoned R-1, Single-Family Residential District.

ARTICLE 5 - CLASS “R-1” SINGLE FAMILY
RESIDENCE DISTRICT

Section 1. Use Regulation In Class “R-1” Single Family Residence District. No building, structure
or premises shall be used and no building or structure shall be erected, altered or enlarged which is
intended or designated to be used in whole or in part for any other than one or more of the following
specified uses:

(1) A detached dwelling for only one family or for one housekeeping unit;

(2) Municipal buildings and Public Parks;

(3) Public schools and Churches, provided the site includes a corner lot.

{4) Home Occupations

(3) Raitway Right of Way and tracks; passenger station but not including yards;

(4) Golf Course {but not including miniature golf course; driving range or any other form of
commercial amusement)

(5} Accessory buildings including a private garage; as described in Article 2, Section 4, herein.

(6) Temporary buildings to be used for construction purposes only and removed as soon as the
construction is completed or when ordered by the Building Inspector. Field offices for sale of real
estate, which shall be removed on order of the Building Inspector of the City of Port Isabel; and as
described in Article 2, Section 5, herein.

Section 2. Height Regulation. No building shall exceed 30 feet or three standard stories in height.
Section 3. Area Regulations:

{1) Front Yard:
(A) There shall be a front yard having a minimum depth of 25 feet. Provided, that if a building
line has been established by ordinance or by twa or more buildings in one block on the same
side of the street, this line shall establish the minimum depth of the front yard.
(B) Where lots have a double frontage, running through from one street to the other, the
requirement of front yard shall apply on both streets.

W HITNEY & ASSOCIATES
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RIGHEST AND BEST USE

(2) S|de Yafd There shall be a S|de yard on each 5|de of the lot havmg a width of not less than 5 feet
or 10% of the average width of the lot whichever is larger except that the side yard adjacent to the
side street shall in no case be less than 10 feet. For the construction of boat houses, and other
similar related construction, except for boat docks, there shail be a side setback on each side of

the lot having a clear width of not ess than three (3') feet, including cornices, porches, stairways,
and eaves,

(3) Rear Yard: There shall be a rear yard having a depth of not less than 20 feet or 20% of the depth
of the lot, whichever is greater. Where canals, bay front, and yacht basins occur at rear of lots,
buildings may extend to the seawall, but no further,

(4} Area of the Lot: The minimum lot area shall be 6,000 square feet.

(5) Width of Lot: The minimum width of the lot shall be fifty (50) feet.

{6) Denth of Lot: The minimum depth of lot shall be one hundred [100) feet.

(7} Parking Space: Parking space shall be provided on the lot to accommodate two {2} motor cars
for each dwelling unit consisting of one bedroom and an additional one-half {1/2) space for each

additional bedroom and accessible from a public right-of-way or a paved driveway. A driveway may
be used as a parking space.

There are no known environmental regulations, historic district controls, or burdensome building
codes which would adversely affect the use of the subject site. Therefore, a multi-

family/recreational use development would be legally permissible on the site.
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HIGHEST AND BEST USE

Financially Feasible Use

From a financial standpoint, any property use which is expected to produce a positive rate of
return is regarded as being feasible. Factors dictating which property uses are feasible include
those which determine the possible and legal uses as well as other important factors such as: the
shape, frontage, and location of the tract; access to the tract; adjacent property uses (in the
interest of conformity; and the general neighborhood characteristics. These factors, along with
pertinent market information, help determine what returns could be expected from alternative
property uses. The subject has legal and physically possible uses which include a multi-

family/recreational use development,

The subject is located within a predominately residential and tourist area with surrounding
property uses including multi-family residential, retail, restaurants, entertainment, office, and
commercial development, The trend in the area is toward development of the vacant land into
multi-family uses. However, based on information provided by knowledgeable brokers and
participants in the market there has been no activity for muiti-family development. Based on the
analysis of surrounding land use patterns and development in the area, as well as the physically
possible and legally permissible uses of the site, it is our opinion that the future financially
feasible use of the subject site would be to hold for development with a medium to high density

multi-family/recreational development.

Maximally Productive Use

As concluded in the preceding paragraph, the financially feasible use of the subject site would be
for the development of a multi-family/recreational use. Therefore, considering the subject’s
location, adjacent land uses, and the physically possible, legally permissible, and financiaily
feasible uses of the site, a future multi-family/recreational use development, is considered most

feasible.
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HIGHEST AND BEST USE

Highest and Best Use, As Vacant, As noted by the analysis of the subject property, as vacant, a

future multi-family/recreational use is physically possible, legally permissible and financially
feasible. 1t is our opinion that the highest and best use of the subject properties is to develop

with a future multi-family/recreational use development.

A potential buyer for the subject property would be a developer or investor. The typical

marketing time for a similar property would be approximately two years if marketed properly.
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VALUATION PROCESS

" VALUATION PROCESS
The valuation process is an orderly investigative procedure wherein data is acquired, classified,
analyzed and then processed into value indications via various appraisal techniques. The most
commonly used appraisal techniques are the Cost Approach, the Market Approach, and the
Income Approach. The subject property is a vacant tract of land. Therefore, the Cost Approach,

Market Approach — Improved, and Income Approach were not considered appiicable.

Cost Approach

The Cost Approach is the sum of the land value and the cost new of the improvements less
accrued depreciation, The Cost Approach is based on the premise that an informed, rational
purchaser/investor would pay no more for an existing property than it would cost him to produce

a substitute property with the same utility without undue delay.

Sales Comparison Approach

The Sales Comparison Approach is the process for comparing prices paid for properties having a
satisfactory degree of similarity to the subject property adjusted for differences in time, location
and physical characteristics. This approach is based on the principle of substitution, which
implies that a prudent purchaser will not pay more for a property than the cost to buy a

comparable substitute property in a similar location.

Tncome Capitalization Approach

The Income Capitalization Approach is based on the premise that a prudent investor would pay
no more for the subject property than he or she would for another investment with similar risk
and return characteristics. Since the value of an investment can be considered equal to the
present worth of anticipated future benefits in the form of dollar income or amenities, this
approach derives a present value of the net income that the property is capable of producing.
This amount is capitalized at a rate which should reflect risk to the investor and the amount of

income necessary to support debt service or the mortgage requirement.
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VALUATION PROCESS

Each tc;chnique or approach to value has its strengths and weaknesses, depending to a large
extend on the type of property being appraised and the quality of available data. In most
instances, one or more of these approaches will produce a more reliable value indication than the
other approach or approaches. Therefore, the final step in the valuation process is the
reconciliation and correlation of all the value indications into a final value. This step usually
begins with a discussion of the merits and demerits of cach approach and an analysis of the

reliability of the data used in each approach. [t concludes with a statement of the final value.
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SALES COMPARISON APPROACH - LAND VALUATION

SALES COMPARISON APPROACH ~LAND VALUATK)N.
A reliable indication of the value of land is obtained by comparing the subject property to other
tracts which have sold or are offered for sale in the same general vicinity. Such properties are
listed on the following pages and are shown on the map enclosed. These sales were utilized for

the subject’s “as is” market value.

We researched land sales along the Gulf of Mexico and immediale bays along the Texas
shoreline for land sales greater than 2 acres and purchased for a commercial use, which excludes
single-family use. Limited sales were noted because of the recent economic downturn and
limited land available for development. Furthermore, there are limited deep water sites
available. We expanded our search to include sales from 2006 to present. We have utilized a

blend of beach front and deep water sales.

Speaking with participants in the market and based on current market conditions, there is a
scarce amount of investors to purchase a tract of land similar to the subject. The local brokers
indicated no comparables similar to the subject selling in the past three years. Therefore, we

conclude the sales utilized in our analysis to be the best comparables for the current market.
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SALES COMPARISON APPROACH - LAND VALUATION

Property Identification

Record ID
Property Type
Address
Location

Tax D

Legal

Key Map

Sale Data
Grantor

Grantee

Sale Date

Deed Book/Page
Property Rights
Conditions of Sale
Financing

Sale History
Verification

Land Sale No. 1

6057

Residential, Residential

League City, Galveston County, Texas 77573

West end of Lighthouse Boulevard

4507-0001-0000-010

Abstract 18, Page 1, 2, 4, & 5, Part of Blocks | & 2 Lakeside Addn
619U

First Bank

Tsola Venra, LLC

March 25, 2011

2011015311

Fee Simple

Arm's Length

Cash to Setler

No arm's length sales in the past three yeurs,
Dave Ramsey, Listing Broker

367-12C
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SALES COMPARISON APPROACH - LAND VALUATION

Sale Price

Cash Equivalent
Upward Adjustment
Downward Adjustment
Adjusted Price

Land Data
Zoning
Topography
Utilities
Shape
Landscaping
Parking

Rail Service
Fencing
Floed Info

Land Size Information
Gross Land Size
Front Footage

Indicators

Sale Price/Gross Acre
Sale Price/Gross SF
Sale Price/Front Foot

Remarks

Eand Sale No. 1 (Cont.)

$13,500,000

$13,500,000

$500,000 Discount for Quick Sale
$3,500,006 Infrastructure
$10,500,000

Multi-Family Residential 1.2
Level

All Available

Rectangular

None

None

Nomne

Noneg

Portions

35.060 Acres or 1,527,214 SF
4655 ft Total Frontage: 4655 ft Clear Lake

$385,054 Actual or $299,487 Adjusted
$8.84 Actual or $6.88 Adjusted
$2.900 Actual or $2,256 Adjusted

The property is surrounded on all sides by Clear Lake and is accessed via Lighthouse Boulevard. In May
2005, the site was under contract; however, the League City zoning board reviewed the site and lowered the
required density resuiting in a failed contract. In March 2006, the board removed the previous testrictions.
The property's purchase is for a multi-family residential development,

A 5,000 square foot lighthouse located along the north shore of this tract is owned by South Shore Harbour
Development, which maintains the lighthouse.

The property was foreclosed in June 2010. The property was listed for $16,400,000 and was on the market
for approximately nine months. The property was under contract for $14,000,000; however, the property
feil through because an investor backed out. The selier wanted to close the property before their quarter
books ended. A discount of approximately $500,000 was made for a quick sale from the previous

contracted price. The listing agent indicated the property had approximately $3,500,000 worth of

infrastructure for a residential development in place.

307-12C
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SALES COMPARISON APPROACH - LAND VALUATION

Property [dentification

Record 1D

Property Type
Address

Focation
Tax ID
Legal
Key Map

Sale Data
Grantor

Grantee

Sale Date

eed Book/Page
Property Rights
Conditions of Sale
Financing

Sale History
Verification

Sale Price
Cash Equivalent

Land Sale No. 2

6521

Vacani, Investment

320 Padre Boulevard, South Padre Island, Cameron County, Texas
78597

East and west lines of Padre Boulevard, south of State Highway 100
113382 and 113383

See Comments

555,C4

Amegy Bank

Agora USA, LP

December 02, 2010

201045389

Fee Simple

Arm's Length

Cash to Seller .

No arm's length sales in the past three years.
Herb Moss, Selling Agent

$8,000,000
58,000,000

307-12C
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SALES COMPARISON APPROACH - LAND VALUATION

Land Sale No. 1 (Cont.}

Land Data
Zoning
Topography
Utilities
Shape
Landscaping
Parking

Rail Service
Fencing
Flood Enfo

L.and Size lnfprmation
Gross Land Size
Useable Land Size
Front Footage

Indicators

Sate Price/Gross Acre
Sale Price/Gross SF
Sale Price/Useable Acre
Sale Price/Useable SF
Sale Price/Front Foot

Remarks

Resort Area and "C" - Business, D-1
level

All Available

Irregular

None

None

None

None

Parfially

27.537 Acres or 1,199,512 SF

17.500 Acres or 766,221 SF, 63.88%

1853 ft Total Frontage: 846 ft Padre Boulevard;307 ft Laguna
Madre; 500 ft Gulf of Mexico

$290,518
$6.67
$454.804
$10.44
$4,317

The property was listed for $12,900,000 and was on the market for approximately eight months. The
listing agent indicated the buyer will develop the site in the future, but currently has no plans. The western
bay-side 9.947 acres are undevelopable as it is an estuary. The castern 17.59 acres has gulf frontage.

It was reported there is an easement on the northern potrtion of the site for emergency vehicles and the
property does have wetlands that will have to be miti gated.

Legal: Padre Island Unsubdivided Abstact 260, 9.947 Acres out of 11.87 Acres and 17.59 Acres out of
21.83 Acres, A. D. Dickinson Jr. Tract, West of Park Road 100, Cameron County, Texas

37-12C

W HITNEY & ASSOCIATES
Keal Ertate Valuation snd Coxsiting 47



SALES COMPARISON APPROACH - LAND VALUATION

L.and Sale No. 3

Property Identification

Record D 5303

Property Type : Mult-family, Muitifamily

Address - 502 West State Highway 100, Port Isabel, Cameron County, Texas
: 78578

Lacation " North line of Siate Highway 100, east of Basin Street

Tax iD 94211 :

Legal 3.59 Acres out of Unsubdivided Tract D, Port Isabel

Key Map 554, 34

Sale Data

Grantor ' Port Isabel Park Center, Inc.

Grantee GF Group, Inc.

Sale Date July 08, 2008

Deed Book/Page 15234297

Property Rights Fee Simple

Conditions of Sale © Arm's Length

Financing Cash to Seller

Verification Confidential

Sale Price £2,025,000

Cash Equivalent $2,025,000
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SALES COMPARISON APPROACH - LAND VALUATION

Land Data
Topography
Utilities
Shape
Landscaping
Parking
Rail Service
Fencing
Flood Info

Land Size Information

Gross Lang Size
Front Footage

Indicators
Sale Price/Gross Acre

Sale Price/Gross S¥

Remarks

Land Sale No, 3 (Cont.)

Levet

All Available
Irreguiar
None

None

None

None

Yes

3.560 Acres or 156,381 SF
682 ft State Highway 100;587 ft Channel Frontage

£564,067
§12.95

The property was being utilized as an RV park at the time of sale. The property was purchased as an
investment and was purchased with an adjacent property. This tract sold with owner financing; however,
the note was short term and was reported at market,

This fract has frontage along a channel with access to the Laguna Madre.

37-12C
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SALES COMPARISON APPROACH - LAND VALUATION

Property ldentification
Record 1D

Property Type
Address

L.ocation
Tax 1D
Legal
Key Map

Grantor

Grantee

Sale Date

Deed Book/Page
Property Rights
Conditions of Sale
Financing
Verification

Sale Price

Cash Equivalent
Upward Adjustmient
Adjusted Price

L.and Sale No. 4

5304
Mule-famity, Multitamily

602 West State Highway 100, Port Isabel, Cameron County, Texas

78578

North line of State Highway 100, east of Basin Street

94208 and 94210

1.79 Acres oul of Unsubdivided Tract I3, Port Isabel”

554, B4

B&A, Inc.

GF Group, Inc.
July (1, 2008
F5213/237

Fee Simple
Arm's Length
Cash to Seller
Confidential

£800,000
$800,000
£20,000 Demolition
$820.,000

307-12C
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SALES COMPARISON APPROACH - LAND VALUATION

Land Sale No. 4 {Cont.)

Land Data

Tepography Level

Utilities All Avaifable

Shape [rregular

Landscaping None

Parking None

Rail Service None

Fencing None

Flood Info Yes

Land Size Information

Gross Land Size 1.790 Acres or 77,973 SF
Indicators

Sale Price/Gross Acre $446,927 Actual or $458,101 Adjusted
Sale Price/Gross SF $10.26 Acsual or $10.52 Adjusted
Remarks

The property was being uiilized as an RV park at the time of sale. The property was purchased as an
investment and was purchased with an adjacent property.

This tract has close frontage along a channel with access to the Laguna Madre.
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SALES COMPARISON APPROACH -~ LAND VALUATION

Property Identification

Record 1D
Property Type
Address
Location

Tax D

Legal

Key Map

Sale Data
Grantor

Grantee

Sale Date

Deed Book/Page
Property Rights
Conditions of Sale
Financing

Sale History
Verification

Sale Price
Cash Equivalent

L.and Sale No. 5

5632

Water{ront, Waterfront

Port Aransas, Nueces County, Texas 78373

West line of Island Moeorings Boulevard, southwest of Piper Lane
R374419

Lot 1B, Block 1, The Moorings at Mustang Island

162, D7

Jerry Gnazzo, et al

KM Moorings at Mustang Island, Ltd.
August 31, 2007

2007045307

Fee Simple

Arm's Length

Cash 1o Seller

Previously sold $2.50 PSF in 2004
Confidential

$15,000,000
£15,000,000

307-12C
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SALES COMPARISON APPROACH - LAND VALUATION

Land Pata
Zoning
Topography
Utilities
Shape
Landseaping
Parking

Rail Service
Fencing
Fleod Info

Land Size Information
Gross Land 5Size
Front Footage

Indicators

Sale Price/Gross Acre
Sale Price/Gross SF
Sale Price/Front Foot

Remarks

Land Sale No. 5 (Cont,}

AT
lLevel
Public
frregular
Nane
None
None
None
None

32.919 Acres or 1,433,952 SF
7060 ft Total Frontage: 2126 ft Island Moorings Boulevard;4934 {1
Island Moorings Marina

$455.6064
$10.46
$2,125

The property has riparian water rights and has 15.1 acres of submerged land, The property is located
adjucent to the Island Moorings Marina and includes two condominium docks out of an adjacent
condominium complex (Units 62 and 63). The property has two bulkheaded lagoons.

307-12C
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SALES COMPARISON APPROACH - LAND VALUATION

Property Ideniification

Record ID
Property Type
Address
Location

Tax 1D

Legal

Key Map

Sale Data
Grantor

Grantee

Sale Date -

Deed Book/Page
Property Rights
Conditions of Sale
Financing
Verification

Sale Price
Cash Equivalent

E.and Data
Topography
Utilities

Land Sale No. 6

5633

Waterfront, Waterfront

622 Access Road 1A, Port Aransas, Nueces County, Texas 78373
Southwest line of Access Road 1A, southeast of Highway 361
R198326

See Comments

162, E7

Aransas Princess Owners Only
Koontz/McCombs I, Lid.
August 27, 2007

2007045698

Fee Simple

Arm's Length

Cash to Seller

Confidential

$6.000,000
$6,000,000

Level
All Available

307-12C
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SALES COMPARISON APPROACH - LAND VALUATION

Land Sale No. 6 (Cont.)

Shape L. Shaped
Landscaping None
Parking None
Rail Service None
Fencing None
Flood Info Portions

Land Size Information

Gross Land Size 14.256 Acres or 520,992 SF
Front Footage 327 ft Guif of Mexico
Indicators

Sale Price/Gross Acre $420.875

Sale Price/Gross 8F §9.06

Remarks

Legal:

Tract 1: a 9.363 acre tract of land, out of that certain 30.00 acre tract being a portion of the Isaac W. Boone
Survey, Land Script 241, Mustang Island, Nueces County, Texas. Tract 2: a 1.647 acre tract but of that
certain 30.00 acre tract being a portion of the Tsaac W. Boone Survey, Land Seript 241, Mustang fsland,
Nueces County, Texas and being the 100.00' x 717.90' R-O-W. Tract 3: 3.246 acre out of a 19.438 acre
tract of which 19.20 acres are out of the Isaac Boone Survey, Land Script 241, Survey 587, Abstract 43 and
0.238 acre being out of a portion of land recorded in Volume 911, page 330, Nueces Couaty, Texas.

The property adjoins the Newport Golf Course and along the Aransas Princess.
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SALES COMPARISON APPROACH - LAND VALUATION

Land Sales Map
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SALES COMPARISON APPROACH - LAND VALUATION

Mr. Troy Giles of Troy Giles Realty and Management stated the market is active with a great
time for buying opportunities, but there are limited buyers in the market. The most active area is

the condominium market with some commercial activity. Mr. Giles stated there has been limited

to no land sales in the past few years.

Below is a summary of Gulf of Mexico land sales from 2009 to present. These sales were not

utilized in our analysis, but illustrate a price range for water front tracts along the Gulf Coast.

N i SALE - | DATEOF ] ,ou- | WATER °|."SiZE: "|PRICE]| PRICE!

SALE # LOCATION price | sale .| Y leponTaGE!- (aC) T| SF | wF
1 12th Street at S$1, Charles Bay, Rockport, Texas $2,500,000 | 7/24/2012 |Recreational 1,650 80.946 | $0.71 1 $1,515

Z 100 Bon Secour Avenue, Gulf Shores, Alabama 2,375,000 | 4/20/2012 | Mixed Use N/A 27.610 | $1.87 NIA

3 12180 Cortez Road, Bradenton, Florida $2,944,000 {12/29/2010 Marina INFA, 4.650 |$14.53| NA

4 1700 SW 17th Street, Ft. L.auderdale, Florida $1,250,000 | 9/14/2010 Marina N/A 5£.610 $5.12 NS

5 248 Causeway Drive, N. Smyrna Beach, Florida” $2,000,000 | 7/26/2010 Marina NIA 4.000 1$11.481 NA

6 State Highway 35 (Business), south of FM 188, | gazr 00 | 212872010 | Residential | N/A 9.653 | 50891 NA

Aransas Pass, Texas
7 12400 West Manatee Avenue, Bradenton, Florida | $8,000,000 | 9/1/2009 | Residential NIA 77.090 {$238 % NA

*This sale included submerged land.
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SALES COMPARISON APPROACH - LAND VALUATION

Bracketing Methed

Qualitative differences may be analyzed by ranking comparable sales according to their degree
of similarity to the subject. The magnitude of differences may be used to decide which
comparable sales are more reliable indicators of the value of the subject and should provide a
basis for reconciliation. The qualitative comparison of the comparable sales table below
references various characters in reference to the subject property. The chart presents a relative

comparison between the comparable sales and the subject.

QUALITATIVE COMPARISON OF COMPARABLE SALES CHART. :

SALE # i 2 | & | 4 T8 T &
PRICE PER SQUARE FEET $6.88 | $10.44 | $12.95 | $10.52 | $10.46 | $9.66

PROPERTY RIGHTS CONVEYED Similar | Similar | Similar | Similar | Simifar | Similar
FINANCING Similar | Simitar | Similar | Similar | Similar | Similar
CONDITION OF SALE inferior | Inferior | Similar | Similar | Similar | Similar
BUYERS EXPENDITURES Simitar | Simitar § Similar | Similar | Similar | Similar
MARKET CONDITIONS Simitar { Similar | Superior| Superior| Superior| Superior
LOCATION/ACCESS Superior | Superior| Superior] Superior| Superiori Similar
SIZE Inferior | Superiori Supericr| Superior| Inferior | Superior
CORNER/FRONTAGE Simitar | Similar | Inferior | inferior | Superior| Similar
FLOOD PLAIN/SITE WORK/EASEMENTS | Similar | Similar | Similar | Similar | Similar | Similar
CONFIGURATION Similar | Similar | Similar | Similar { Similar | Simitar
UTILITIES Supetior| Superior| Superior| Superior| Superior| Superior

Based on this information, the sales can be reconfigured into an array in descending order of

desirability, as demonstrated in the comparables sales array referenced below.

COMPARABLE SALES ARRAY
Sale # |Unadjusted Price/SF| Adjusted Price/SF
3] $9.66 $6.98
3 $512.95 $6.99
5 $10.48 $6.22
2 $10.44 $6.26
SUBJECT
4 $10.52 $5.68
1 $6.88 $5.36
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SALES COMPARISON APPROACH - LAND VALUATION

Adjustments are made to the prices of the selected tracts to compensate for differences between
each tract and the subject site. In applying such adjustments, it is necessary to consider the

following factors.

Property Rights Conveyed: A sales transaction for site valuation is always predicated on the
real property interest conveyed. Some transactions are subject to a lease, and thus the
analyzation of this tract may involve the leased fee estate instead of the fee simple interest. For
purposes of this report, the appraiser selected transactions that were sold on a fee simple basis, in
order to maintain conformity with the sales and accurately as possible derive a market value for

the subject property. No adjustments were made.

Finanecing Terms: The transaction price of one property may differ from that of an identical
property due to different financing arrangements. For example, a buyer may pay 4 higher price

in a transaction which involves below market or favorable financing.

Favorable financing can be in terms of a below market interest rate, a small down payment, an
interest only loan, a non-recourse or limited liability loan, or a loan based upon the cash flow of
the project. All of the sales in this report were cash to the seller; therefore, no adjustments are

deemed necessary.
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SALES COMPARISON APPROACH - LAND VALUATION

Conditions of Sale: Adjustments for conditions of sale usually reflect the motivations of the
buyer and the seller. Buyers or sellers acting under duress may cause a sale to be less
representative of the market. A financial, business, or family relationship between the parties
may affect the price of a property. When non-market conditions of sale are detected n a
transaction, the sale can be used as a comparable only with great care. The circumstances of the
sale must be thoroughly researched before an adjustment is made. Although conditions of sale
are often perceived as applying only to sales that are not arm's-length transactions, some arm's-
length sales may reflect atypical motivations or sale conditions due to unusual tax considerations,
sale at legal auction, lack of exposure on the open market, or eminent dormain proceedings. If the
sales used in the market approach reflect such situations, an appropriate adjustment must be
made for motivation or conditions of sale. Sale 1 sold out of foreclosure and required an upward

adjustment.

Buyer’s Expenditures: Properties may require additional costs after a sale to bring
improvements to acceptable market condition. These costs may include, but are not limited to
site work, site remediation, improvement remediation, etc. Buyer’s expenditures are usually
known to both parties at the time of sale. Sale 4 had demolition included in the sale. The

demolition costs were included in the final market value noted. No adjustments were made.

Market Conditions: Changes in market conditions may be the result of inflation, deflation,
fluctuations in supply and demand, changes in highest and best use, or other factors. Although
this adjustment is often referred to as a "time" adjustment, time is not the cause of the

adjustment, but a reflection of shifts, or changes in market conditions.

Generally, land values rise over time due to inflation and the decreasing supply of land. The
sales included in this report ranged in date of sale from August 27, 2007 to March 25, 2011.
Over the past few years sales have declined due to a slow in the economy until stabilization in
mid-2009. Discussions with various market participants, we have considered downward

adjustments for Sales 3, 4, 5, and 6.
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SALES COMPARISON APPROACH - LAND VALUATION

Location: All of the sales are located along the Texas Gulf Coast; however, limited sales were
found in the subject's immediate area. The comparables found are considered the best
comparables available for the subject property. The subject is located at the east end of South
Garcia Street, approximately one mile southeast of State Highway 100. Because of the limited
sales in the immediate area, it is difficult to have matched paired sales for locations. We have
utilized assessed values from the sales’ respective appraisal districts to determine an adjustment

over 10 percent, when warranted.

Sale 1 is located at the west end of Lighthouse Boulevard in League City. This sale is located in
a highty developed area with higher end water front homes and developments. The site has
access to the Gulf of Mexico similar to the subject. The sale required a downward adjustment.
This adjustment is supported by a higher land assessed value from the Galveston Appraisal
District at $5,765,940, or $6.88 per square foot. Therefore, our concluded adjustment is

considered reasonable.

Sale 2 is located along Padre Boulevard, just south of State Highway 100 in South Padre Island.
This sale is located along the major thoroughfare that access South Padre Isiand and has a high

tratfic count compared to the subject. This sale required a downward adjustment.

Sale 3 is located along State Highway 100 in Port Isabel. This sale is located along the major
thoroughfare that access South Padre Island and has a high traffic count compared to the subject.

This sale required a downward adjustment.

Sale 4 is located along State Highway 100 in Port lsabel. This sale is located along the major
thoroughfare that access South Padre Island and has a high traffic count compared to the subject.

This sale required a downward adjustment,

Sale 5 is located along Island Moorings Marina and Island Mooring Boulevard in Port Aransas.

This sale is located in an area with a large number of residential developments with a high traffic
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SALES COMPARISON APPROACH - LAND VALUATICON

arca. The water location is not considered as ideal as the subject but has more development, a
downward adjustment was made to this sale. This adjustment is supported by a higher land
assessed value from the Cameron Appraisal District at $2,803,588, or $1.96 per square foot.

Therefore, our concluded adjustment is considered reasonable.

Sale 6 is located adjacent to the Aransas Princess along Beach Access 1A in Port Aransas. This

sale has Gulf frontage, but is shallow; therefore, no adjustment was made.

Size: The next adjustment consideration is for size. The sales analyzed range in size from L79
acres to 35.060 acres. The subject property consists of 23.67 acres (fee simple), which is within
the range of the sales in this analysis. Typically, in the marketplace, there exists an inverse
relationship between unit price and size. However, there generally exists a size range in which

tracts are considered comparable; therefore, this inverse relationship 1s not absolute.

Generally, sales with analogous sizes fall into categories of comparability. The sales utilized in
our analysis are considered the best comparables available; however, the paired sales utilized are
not ideal because of limited paired sales located within a specific region with similar

characteristics as the subject. The following is a paired sales analysis.

. SIZE
Sale Number| Sales Price | Date | Acreage| Price/SF | % Change | % Change/AC
3 $2,025,600 1 Jul-08 3.59 $10.95
: 5 ¢ g
6 $6.000,000 | Aug-07 | 14256 | $8.60 27:33% 2.36%
' Set'1 o o K
Sale Number] Sales Price | Date | Acreage| Price/SF | % Change | % Change/AC
4 $820,000 § Jul-08 1.79 $9.40 o .
6 56,000,000 | Aug-07| 14256 | 8860 ] 0.75%

Note: the Price per Square Foot is adjusted for all other characteristics except for size.
Set 1 calculation: ($10.95 PSF - $8.60 PSF) / $8.60 PSF = 27.33% Change
27.33% / (14.256 Acres — 3.59 Acres) = 2.56% Change / Acre
Set 2 calculation: ($9.40 PSF - $8.60 PSF) / $8.60 PSF = 9.30% Change
9.30% / (14.256 Acres — 1,79 Actes) = 0.75% Change / Acre
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SALES COMPARISON APPROACH - LAND VALUATION

The paired sales utilized show a range of 0.75 percent to 2.56 percent change for difference in
site size. We have considered a change in acreage at approximately 1.25 percent reasonable for
these sales, Considering these adjustments Sales 2, 3, 4, and 6 would require downward

adjustments. Sales 1 and 5 would require upward adjustments.

Sales 3 and 4 required the largest adjustments (greater than 10 percent). The change in acreage
for Sale 3 is 20.08 acres, which we have concluded a 25 percent downward adjustment. The
change in acreage for Sale 4 is 21.88 acres, which we have concluded a 30 percent adjustment
reasonable. Please note that an adjustment factor of 1.25 percent is not linear and some

subjective or rounding may be in effect.

Corner/Frontage Influence: Properties which enjoy a corer location or have frontage along
more than one roadway typically sell at a higher per unit value due to increased exposure and
accessibility. The subject property has frontage along South Garcia Street and the Laguna

Madre. No adjustments were made.

Water Adjustment: The subject property has access to deep water, which is superior to beach
front water or shallow lagoon sales. Sales I and 6 are similar to the subject and no adjustments
were made. Sales 2 and 3 are inferior to the subject and required an upward adjustment. Sale 4
is inferior to the subject and required an upward adjustment. Sale 5 is superior to the subject and

required a downward adjustment.

Floed Plain/Shape/Easements: Properties encumbered by floodway, flood plain, and casements
have limited development potential. The shape also affects the use of a site. No adjustments

were made.

W HITNEY & ASSOCIATES
307-12C Real Erlats Yahation and Connslting 84



SALES COMPARISON APPROACH - LAND VALUATION

Utility Availability: The availability of utilities is a major factor in the development of any
property. If a site has no access to utility service and cannot acquire access, it is virtually
impossible to develop. Therefore, the price paid for such a site would be affected due to its lack
of utilities. In this case, an owner must make up the expense for acquiring the services and
enhancing the site's value. The subject site has utilities available via the Laguna Madre Water
District. At the time of the appraisal, public sewer was not available. Sales 1, 2, 3,4, 5, and 6

each required downward adjustments.
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SALES COMPARISON APPROACH - LAND VALUATION

The following presents the land adjustment grid for the subject property (fee simple).

ITEM. ~ 1 | 2 3 4 5 8
PRICE PER SQUARE FEET $6.88 $10.44 $12.95 $10.52 $10.46 $9.66
DATE OF SALE 17312502011 | 12/2/2610 ] 7/3/2008 | 7/1/2008 Bf31/2007 | 8/27/2007
PROPERTY RIGHTS CONVCYED 0% 0% 0% 0% 0% 0%
SUBTOTAL $6.88 51044 $12.95 $10.62 $10.48 $9.66
FINANCING 0% 0% 0% 0% 0% 0%
SUBTOTAL $6.88 $10.44 $12.95 $10.52 $10.46 $9.66
CONDITION OF SALE 20% 0% 0% 0% 0% 0%
SUBTOTAL $8.25 $10.44 $12.95 $10.52 $10.46 $9.66
BUYERS EXPENDITURES 0% ' 0% 0% 0% 0% 0%
SUBTOTAL $8.25 $10.44 $12.95 $10.52 $10.46 $9.66
MARKET CONDITIONS 0% 0% ~10% -10% -15% -15%
ADJUSTED PRICE PER SQUARE FEET $8.25. $10.44 7 ‘$11.65 | $9.46° $8.89° |- $8.21
SIZE {ACRES) ) 35.0680° .| 17.580 - { - 3.590 L1780 1 032919 |- 14.256
LOCATION/ACCESS -30% -30% -10% -10% -15% 0%
SIZE 5% -5% -25% -30% 5% -5%
CORNER/FRONTAGE 0% 0% 0% 0% 0% 0%
WATER FRONTAGE 0% 5% 5% 10% ~10% 0%
FLOOD PLAIN/SITE WORK/EASEMENTS 0% 0% 0% % 0% D%
CONFIGURATION 0% 0% 0% 0% 0% 0%
UTILITIES -10% -10% -10% -10% -10% -10%
TOTAL GROSS PHYSICAL ADJUSTMENTS 45% 45% 45% 50% 30% 15%
TOTAL NET PHYSBICAL ADJUSTMENTS -35% -40% -40% -4(% -30% ~15%
FINAL ADJUSTED PRICE PER SQUARE FEET $5.36 $6.26 $6.99 $5.68 $6.22 $6.98
MEAN $6.25 per Sguare Foot
MEDIAN $6.24 per Square Foot
MAXIMUN $6.89 per Square Foot
MINIMUM $5.36 per Square Foot

The sales have adjusted sales prices ranging from $5.36 per square foot to $6.99 per square foot

and an average of $6.25 per square foot.

The comparables utilized in our analysis were considered the best comparable available.

Because the subjectivity of some of the adjustments, the previous sales price of the subject in

2006, the slow market, a large supply of water front tracts, and the subject requiring dredging

and other site work, we have concluded on the lower end of the adjusted range. Based on the

size and location of the subject and the current listing, $6.25 per square foot is concluded.

Therefore, as of October 10, 2012, the Market Value is:

22.67 Acres X $6.25 per Square Foot

$6,444,158

ROUNDED:

$6,440,000

307-12C

W HITNEY & ASSOCIATES
Bea} Estate Valsabion sod Consultiseg

86



SALES COMPARISON APPROACH - LAND VALUATION

We contracted the State of Texas' General Land Office regarding the value of the submerged
land. Mr. Buster Renfrow indicated submerged land does not sell through the open market, but
is owned by the local coastal state, in this case the State of Texas. There are a few exceptions.
Various navigational districts throughout the state do have ownership of submerged land;
however, these navigational districts may not profit from the submerged land, per law. Mr.
Renfrow stated the General Land Office researched similar governing bodies to derive a discount
rate from market value of water front, fee simple, tracts. The General Land Office indicated a
policy of 60 percent discount is made to submerged land of adjacent littoral land. It was noted
that the 60 percent discount was not a market value for the site. In the case of submerged sites
and adjacent littoral properties, a lease for the submerged site is considered a bilateral monopoly.
In a bilateral monopoly there is no true market value for a site as there is only one buyer and one
seller of a specific good. Therefore, we have considered a 60 percent discount to the adjacent

littoral site’s price per unit reasonable in determining the market value of the submerged site.

73.74 Acres X $6.25 per Square Foot = $20,075,715
Less: Discount of Submerged Land 60% (312045429
Total: $8,030,286
ROUNDED: $8,030,000
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RECONCILIATION AND FINAL VALUE

RECONCILIATION AND FINAL VALUE
All three approaches to value were considered in deriving the market value of the subject

property; however, only the sales comparison approach — land analysis was considered
applicable. A final market value is sclected as the dominant tendency or most probable outcome
from a range of possible outcomes. The following discussion summarizes the conclusions of

each approach.

Cost Approach, This approach incorporates the principle of substitution in that no rational

person will pay more for a property than the amount for which he can obtain, by purchase of a
site and construction of a building without undue delay, a property of equal quality. The

weakness of this approach is determining the various forms of depreciation.

Market Approach. The strength of this approach is that it directly measures the actions of

buyers and sellers in the marketplace. The weakness of this approach is that no two properties
are ever exactly alike. Amenities in purchase considerations and intangible qualities are
sometimes difficult to compare. Also, the exact condition of each sale is sometimes unknown.
This approach produced several very reliable sales of both improved properties and vacant sites.
The price per square foot method was utilized in the improved analysis. Typically, the price per
square foot method entails analysis of sales, and determination of proper adjustments. This
analyzing process is market derived; however, some arbitrary decisions must be made. The

indicated Market Value via the Sales Comparison Approach is:

$6,440,000 (Fee Simple)
$8,030,000 (Submerged Land - Leasehold)
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RECONCILIATION AND FINAL VALUE

[ncome Approach. This approach is based on the determination of value by an analysis of the

potential net income a property will generate. Since most income producing properties are
purchased for their potential income stream, this approach is applicable in the cvaluation of the
income producing properties. This approach reflects the present value which an investor would
be willing to pay for the anticipated benefits to be derived from the ownership of the property.
As previously mentioned, the income approach was not considered applicable, as the subject is a

vacant tract of land.

Final Value, Although ail three approaches to value were considered, the final market value
must be based upon that confirmation of the available market data and analysis which is most

appropriate. Only the sales comparison approach was considered applicable to value,

The appraisers have concluded the market values of the subject property based upon the current
market conditions. Therefore, our final market value of the fee simple and leasehold estates “as

is,” as of Qctober 10, 2012, is as follows:

. "MARKET VALUE - "AS IS" (October 10,2012) .
Fee Simple Land (23.67 Acres) $6,440,000
Submerged Land (73.74 Acres) 58,030,000
TOTAL ' $14,470.,000]
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PROFESSIONAL QUALIFICATIONS
Matthew Craig Whitney, MAI

2040 North Loop 336 West, Suite 120 929 E. Esperanza Ave.
Comnonwealth Centre Suite 94
Conroe, Texas 77304 MeAllen, Texas 78501
036-441-8070 Houston Metro 056-874-8114 Office
036-756-2727 Fax G56-661-9921 Fax

mwhimeynwhimey-appraisals.com e~-mail

PROVESSIONAL EXPERIENCE

Matthew C. Whitney is president of Whitney & Associates, a real estate appraisal and consulting firm with offices

located in Conroe, Montgomery County, Texas and McAllen, Hidalgo County, Texas. Whitney & Associates 15 a
full service appraisal firm specializing in client consultation, feasibility studies, and the appraisals of various types
of properties including commercial, industrial, marinas, recreational arcas, mulii-family complexes, single-famity

residences, ranch properties and vacant fand,

With over 18 years of experience in property valuation, Mr. Whitney has an extensive background in various
properties throughout the state of Texas.  Additionally, Mr. Whitney has performed consulting services for
properties ouiside Texas, including assignments in California, Fiorida, Kansas, Massachusetts, Mississippi, New
Hampshire, New Mexico, New York, North Carolina, Oklahoma, Rhode Island, Scuth Caroling, South Dakota, and

Virginia,

Whitney & Associates is one of the few appraisal firms awarded contracts by the State of Texas Comptroller of
Public Accounts (Property Tax Division)} to perform special assignments, such as the annual ratio study. The annual
ratio study is essentially an audit of appraisal districts throughout the state. Each school district’s government
funding is affected by the resuits of this study. Mr, Whilney has been involved in the ratio study for 10 years and

has performed anatyses of over 20,000 parcels in 15 counties.

More recently, the firm has performed assignments for the purposes of portfolio management, investrient analysis,
right-of-ways and litigation proceedings. The Texas Department of Transportation and Montgomery County have
utilized Mr. Whitney’s expertise in the expansions of Interstate Highway 45, FM 830, FM 1488, M 3083,

Woodlands Parkway, Nichols Sawmill Road and additional major projects to accommodate the area’s rapid growth.

Since 2006, Whimey & Associates has also been selected to conduct appraisals of insurable values for over 60

schoaol districts throughout Texas and Oklahoma.

Mr. Whitney is qualified as an expert witness
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EDUCATION
Texas A&M University, Cellege Station, Texas

Master's Degree in Land Economics and Real Estate, May 1992
Buchelor of Science in Agriculture Econontics, August 1990

SEMINARS/CONTINUING EDUCATION

Appraisal Institute Courses & Professional Seminars

. TA-1/ Real Estate Appraisal Principles

. 1A-2 / Basic Valuation Procedures

. 113-A / Capitalization Theory and Techniques, Part A
. 1 B-B / Capitalization Theory and Techniques, Part B
. 2-1 / Case Studies

. 2.2 { Report Writing

. Part A&B / Standards of Professional Practice

. Subdivision Analysis

. Subdivision Valuation

. Understanding Limited Appraisals - Genera

» Attacking & Defending the Appraisal in Litigation

. How to Appraise a Golf Course

. Analyzing Operating Expenses

. Liability Management for Residential Appraisals

. Evaluating Commercial Constraction

. Real Estale Forecast Competition

Additional Real Estate Courses:
-~ Land Economics
-~ Farm and Ranch Valuation and Analysis
-- Real Estate Fundamentals
-- Real Estate/Oil and Gas Law
-- Building Construction

PROFESSIONAL CREDENTIALS/AFFILIATIONS

MAIJ ~ Appraisal Institute

Appraisal Institute Member

Texas State Certified General Real Estate Appraiser (TX-1326491-G) (exp 11-30-12)
Oklahoma State Certified General Real Estaie Appraiser (12877CGA) {exp 01-31-13)
Sociely of Texas A&M Real Estate Professionals

iniernational Right of Way Association Member
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Wexas Apprajger Licenging anly Cectifivation Poard
P.0. Box 12188 Austin, Texas 78711-2188
Certified General Real Estate Appraiser

Mumber, TX 1326481 G S
tssued 12/02/2010 Expies: 1413072012

Appraiser: MATTHEW CRAIG WHITNEY

Maving provided salisfactory evidence of the guatificutions requited by the g)i( i x
Texass Appraser Lioensing and Certffcation Act, Texas Qecupations Code, P T et

E}i’ﬁug!as £, Oldrixot
T GComnissioner

Chapter 1103, is authorized (o use tug tithe, Certified General Real Estate
Appraiser,
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PROFESSIONAL QUALIFICATIONS
Keith M. McCumber, MAI

2040 North Loop 336 West, Suite 120 936-441-8070 Houston Meltro
Commonwealth Centre 936-756-2727 Fax
Conroe, Texas 77304 kmccumber@whitney-appraisals.com e-mail
EDUCATION

I Sam Houston State University, Huntsville, Texas. Graduated with a Master’s in Business
Administration with an emphasis in Management-December 2002

1 Texas A & M University, College Station, Texas. Graduated with a Bachelor of Business
Administration in Finance—August 2000

' Del Mar College, Corpus Christi, Texas. Graduated with an Associates in Business
Administration-December 1997

Appraisal Institute Courses & Professional Seminars

. Advanced Income Capitalization (February 2005)

. Highest and Best Use and Market Analysis (September 2005)

. Advanced Sales Comparison and Cost Approaches (February 2006)

. Report Writing and Valuation Analysis (March 2006)

. Subdivision Valuation (November 2006)

. Business Practices and Ethics (December 2010)

. Appraisal Review - General (July 2008)

. Understanding and Testing DCF Valuation Models (July 2008)

. Forecasting Revenue (July 2008)

. Analyzing Distressed Real Estate (July 2008)

. Advanced Applications (July 2008)

. General Demonstration Appraisal Report Writing Seminar (June 2009)

° 7-Hour National USPAP Update Course (May 2012)

v Spotlight on USPAP: Common Errors and Issues (February 2010)

. A Lender’s Perspective: The Role of the Appraisal (February 2010)

. Appraisal Challenges: Declining Markets and Sales Concessions (February 2010)
. Spotlight on Challenges (February 2010}

. Supervising Appraisal Trainees (September 2010)

. Data Verification Methods (September 2010)

. Real Estate Appraisal Operations (September 2010)

. Advanced Internet Search Strategies (October 2010)

. The Port of Houston and How It affects Real Estate Today (October 2010)

. Appraisal Curriculum Overview {December 2010)

. Online Appraising Convenience Stores (March 2011)

. IRWA: Course 403 — Fasement Valuation (August 201 1)

. IRWA: Course 103 — Ethics and the Right of Way Profession (August 2011)
. IRWA: Course 104 — Standards of Practice for the Right of Professional (August 2011)
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. Fundamentals of Separating Real, Personal Property, and Intangible Business Assets

{March 2012)
. Appraising the Appraisal: Appraisal Review General (April 2012)
. IRWA: Course 804 — Skills of Expert Testimony {August 2012)
Principles Additional Real Estate Courses:
. Uniform Standards of Professional Appraisal Practice
. Real Estate appraisal
. Principles in Real Estate
. Law of Contracts
. Law of Agency

AFFILIATIONS/PROFESSIONAL DESIGNATIONS

Texas State Certified General Real Estate Appraiser (TX-1334227-G) (exp. 10/31/14)
MALT - Appraisal Institute

Appraisal Institute Member — No. 467341

International Right of Way Association Member

PROFESSIONAL EXPERIENCE

Keith McCumber graduated from Sam Houston State University in December 2002, with a
Masters of Business Administration in Management and Texas A & M University in August
2000, with a Bachelor of Business Administration in Finance. He was employed as a surveying
technician for McCumber Surveying from June of 1993 until August 2000. Mr, McCumber has
a working knowledge of various surveying equipment.

During September 2002, he joined Whitney and Associates as a commercial appraiser. His
responsibilities include inspecting properties, reviewing, and preparing appraisal reports and
consulting assignment.

Mr. McCumber has 10 years of appraisal experience with experience in property valuation,
consulting services inside and outside the state of Texas, feasibility studies, portfolio
management, investment analysis, and right-of-way proceedings.
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TWexas Appraiser Licenging and Cevtification BWoard
P.O. Box 12188 Austin, Texas 78711-2188

Certified General Real Estate Appraiser

Number: TX1334227 G
issued: 08/03/2012 Expires: 1013112014

Appraiser: KEITH MICHAEL MCCUMBER

Having provided satisfactory evidence of the qualifications required by the // / /Z/'/-
ixon

Texas Appraiser Licensing and Certification Act, Texas Occupations Code, ,.
Chapter 1103, is authorized to use this title, Certified General Real Estate ug[as E Old
Apptaiser. Commissioner
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BNEWMANREVY
Sentember 24, 2012

Whitney & Associates Real Estata Valuation and Consulting
925 East Esperanza Avebue, No, @

Mehlien, TX 78501

B56.-874-8114

kmegoumbor@ehitney-appraisalseom

Re: Chient Engagement Letter for a Surnmary Appraisal of A 23,87 acre trast
of land in Fee Simpie and a 73.74 agres of submerged fand in Leased
Feo, Localed at the east end of South Garcla Sreet, approximately ong
mile southeast of Stale Highway 100, Port isabel, Cameron County,
Texas 78678,

Dear Mr. McCumber

You may consider this at engagement letter for vou o complete the referanced appraisal in a
Sumraary formal, You are expected to comply with alf applicable USPS (8R2-2b), FIRREA, and
Bank reporting requiremertds.

Clignt Mz, Lisa Duncan
Fatriot Bank
7500 San Felipe, Suite 125
Housten, Texas 77083

Cwnet; RVE Texas Properties, LLC
Borrower, RVP Texas Properties, LLO
Contact: Eddie Parise @@ 713-400-7140
Purpose: *As 5" Market Value of both tracts

Information:  Ploase contact the borrewer for alt information.

It is understood that your fee for this assignment will be $8,000.00 and that the delivery date for
review will be no later than Qctober 16, 2612, It should be noted that time is of the essence
and, if possible, an earlier delivery date would be appreciated.

To faciitate the review process, when you have completed the report, please E-mail the report
for review v pnewmanrevi@aualioom. Any concerns will be handled prior to your delivery of
the appraisal to Ms. Duncan at Patriot Bank.

After receiving this Engagsmant letler, please sign and relumn by e-mait so that | can confim
you have raceived the assignment. Any additional guestions, please feef free fo contact me at
bnewmaniev@amaiico

Respactiully, Accepted By:
ﬁd{/&fy
o —— ,
Bernard Newman Date:
BNEWMANREV

46 Miian Estates, Houston, Texas 77056 Phone T13822.3347
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At Nortisy Wik
Asyet lospectiom
Lot Lepsing Division

FT06 Nowth: Congress Avenusi, Suire 11
Ansthy, Th PR

Thugsh you for yaur onopeviion s patience i this mater, 873 g be of facther service plerse fead Free 30
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The bmte of Texas

Austin, lexas

ASSIGHMENT AND ASSUMPTION AGREEMENT
OF

COMMERCTAL DASFATENT / LEASE NO. LOSA0TH)

FONOW ALL MEN 0y THESE FRESINTS:

§
§

WITEREAS, by Covmrcis! Basemert / lease Nu, LOR4OIRD, affective November 21, VGE8, {the
sornEn”, the School Land Guard, icting by wad trough the Lend Commisiwoner, on hebatl of the Permsseit
Sebroal Pund (G “Ste™, aranted to, Peninsula Land Company herein colled {"Assignor™, the Fight 10 use certain
rieal progerty Setent 1 Cameren County, Texss, (the “Prenuses™) and g penicubarty described on Hxhibas 1o such
Easernesn, 10r 1 termr commencng on Neovember 28, 1985, e swerrmnating Novermber 19, 2093, referenor being hivs
e b she Easement fur all purposes, sl

WHEREAR, Assiier desives 10 assign {8 interes wrree” andsr T el Fasernent to RV Tokay
Propertics, LLC, herematior referred W as "Assines”, and Assipnee agices W such asspamony and shall s the
duiips of Cramoy upder the Fasement)

NECEK THEREFCRE, wr consuderation of the pronises and other goed and vidusisde conshleration, e reeuipt
aed suflipieney of which sce hestby sknowlndped, e paraes agres us fillovs:

1 Assgnoy herely seils, @
Fasen
Tt

o and ransfens unto Assigaee, 0 bave and 1w held, Assigner’s interest wndes the
A for e remacee of the Baswvacat ke (ihe "Asssemment Perod™), effeative May 9. 2006 {the "Tifcive

”‘ Assipree hecely scoepts this Assigranimt sed assurmes and mgress (o perform the covenants, duties and ohligatons

[ Gramiec” pavsaast 1o the Eeseerty sed Assignes shell be (ully snd dircotly Yabile for the performanes of wxh
ummmh deties and pblgations B s aproed that the Tebility of Assigeor and Assigres s foint and wrverat snd omy
e entorced NS eitber Assignes v Assighor wihont any netice to, diwiid wpon, procoeding agkinst o judpnent
aguinst the ot

=]
E, l'li‘n’\' ‘M_ ,Wi! TU%"Q(‘ AP CONDITION {8 l?ik,i’lﬂ.a\ %‘-| ‘{I\{‘l BN G THI %g
?\ *1 ‘u\MZ— “A.' l‘-:" l\ ITS 5

ASSIONER anp O

WETH ANY AND ALL LATERY AND FATENT 8

it “,\mm’{ IY BY 'Hi 3 ‘a”ir\l‘h i'il»ﬂ THE PREMISES ¢ £ FUiT A PARTIE hl AR P
GNEE ACKROWLEDGES T3AT 1T 5 80T YING UFON ANY BEFRESENTATION, STATE foes )
SPECT TG OTHE PREMISES CONDUTION, BET IS RELVENG UK X

b.&:\“i“‘\ﬂ()\ 1E Jitiat «:1 HEE PRIWH‘\P;E\ WITH ]!H i'!{}ﬁ‘; l'\l?fﬁﬁ’l‘ﬂﬂ}l'\t- -

THERE ARE RO E : s ]
HA I . A\IJ Af\'\ muw ‘v\'&Ri{ANH’ ?;c
EXPRESSLY SET FORTH N T THE STATE AND ASSHINEE HEREBY AGREE ,\Nl‘: "‘.&

WK THAT THE USE DF THE TERMS "GRANTS Al sm‘t. SCONVEY" IN NO Wa¥ INRLIES TH
5 FREE nr' 5, fwr'- THRAL 'mnxf}a PRIOR RIGIETS. ASSIGNER 15 .
" y

E’x{y

[

t it dos
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THE RECORDE IN THE ARCBIVER AND RECORDS DEVISION OF THE GENERAL LARD OF , 1780 NORTH CONGRESS
A XA THIELIAYS, AND ALL OFHER LAND TITLE RFCORDS OF THE L(){ WY BOWHICH THY
ARE LOUATEL,

4. THE STATE HERESY O
ASSICNMENT SHALL NOTRE
AND OBLIGATIONS OF GRA
RENTAL AND ARY ADDITIONAL CONSIDERATHON, PROVID
SALE BASEMENT, ANE SUCH LISBILITY SHALL CONTINL
OF THE EASEMENT, WHETHER OR NGT ASSIGNOR RE!
OR TRANSFERS. HOWEVERL ANY SUM PAID 8Y ASSIG
THE AFORESATD DRLAGATHING,

IDERSTANTIRG THAT THIS
THE COVENANTS, DUTIES
1M G OLIABILITY FORL TITE FULL AMOUNT OF
I) TO BE PASH Y GRANTER TO THE $TATE PURSTANT TO
L BECGARD (}F H‘ £ ASSIGNMENTS OR TRANSFERS
VED NOTIC ) TO FURTHER ARSIGNMERTS
£ 10 THE E:’fﬁ.“l l’. EHa\Li BL CREVITED TO ABSHINOR FOR

s TU fﬂih ASKLCNMENT 'e\ril(i THE EXPRESS 1
AR L PERFORMANC

$if Assignor has sold, or seifs, 16 Assignee any property hat the St bas o $B0aory Tadlonds oo on or that the
St wig granted an enprons coniraciel e ang security imerest in under the mient, il 4 05 hereby spreed that
e Hens and seonipity Interests Beld by the State hadl be prior and superior sy e o stourity storest of Axsior
unl sl Gree as all of B covenents, dative ard obbigatiss of Oremdes uwnder the Gasersest have heen f4ly
pertorined.

6. Assignor hewehy releases and relintuashes any wnid ot Glains W any sum paid the Stee with teepect 1o the
Premases, whelber ns rent, finae ront, or other commidueration,  Assagaor siknewbadges and agrecs thet the State has
futy performes sl of i covenants, duiies wad oblipatons acoriing wnder e Basemen and does bereby wlouse e
Srave feon vy and wd) whabns for pon-prrammines.

7.0 Assignor will, promply upon tetation of s ismanent, pay o e Ste the s of Filty st pofollers
(S50.00) us an Asxsigranent Foe il a0t submiriied sroviousiy.

8. Ary nodsr o by given under the tems of the Fasement or this Astigmment siull be in weiting and shali either be
dativered oy band or sent by L $. Registered or Certified Mail, adequate postage prepaid, if for the Siate, w0 al dae
Tutice Adkdress stated in the Fasomeni) i for Assigoee, 1o i at 4283 Belrway Drive, Addisen, Toss 75001, Buther
ey el oy Be ol from tiee w0 Time by steh parly By giving sotice o provdded above, except Bl the
Promuses mty not e used by Ansigmes g the notiee addross. Mo ghuage of addvess of either party shal! be biading on
e other party watil notice of such change of sddross v ygivers s hereln provided, A& posi ofBor reeips foe tegistvatin
ul’ ek wotice o sigried et eeeipt shalt e conclusive that sueh noniee was delivered m e course of mail i
aiiled us provided above,

4. Assigior, Assgnes and de See hereby acknowhedpe thin te carrent ameeal rental is Ciee Thowsand And 0071060
Diobbars (51 0606 001, The foregoing ventsl may be sehjest 10 adpsiment 35 sel forth in the Easement,

T Sxeept o othrwise speoifically provided Tmeehn, Wb of e et amd provisiony uf the Sasermnesy shell remntn in
fl) foree and effecy Quring the Assignment Period. AN defined wimis used horein shali fmve the same mweigning as
when ysed i the Basemen yrdess otherwse ndicased bereis,

P13 the avem sy provision of this Agreoment is miare restrivtbve 1hne any sdmeseisirative rule promudgsted by the
Cieneral Land Office snidior the Sehord Land Boand, s Agreenens shall control.
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EXECUTED in multple cotterparts, vach of which shilt hove S elfect of an onging.

M%iﬁnar:#;{}m?gmbﬂa 1T / / M

gz gf Clarvent Befcanons WETH x:'éridfvr 4
ARk %, M.&.@’{ Pﬂ_ism&m

Priswed Mame & Tirg

\}MML&%M

Dhide uf Stygsasre

Acknowledgment of dodprars Sgonne
STATEOF TERAS

e

COLNTY €F
This inctrument was asknowledged before nie, e undersigrad authority, on the M@Oﬁ’

QA»\-M&Q Dl uy PATRICK Lidzin

PNAell 0

Motary st

My comarizsion wapinee i 0¥

doy of

Aapneg!  RVE i‘ma@éﬂies.ll(
.(,;: £ 4
_//f Ll

r "\zgﬁr.« b
Sgnspgey ufst:‘lmﬁnuf‘fiwémﬂv Respansibiiye f{'{r e Edsimay ¢ {.mw

\/i(,;ﬂ;y: f L3 S LA \Jp.m 5(:;1-(_-1
Prinied § '\7{« & Tirle 7
e cé,‘,

Fi ?uf. :',". isrice

Acknswledgmett of arvgme s Sipasiees
HASR 4
. §
aouny oF ALLAS §

shpowiedged beforr e, e undersig

3 D by VIETDE.
oBAua .

Netary Public

THiS nsriEment was

vl JURE {51 ity 17

Pulio

SOANN Q. HURI0

TN PR STATE O 1464
ESHNHIY LRI My commssion expaes: (6144 06! _—
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THE UNDERSIGNEE, as Cranmtor i the above-desoribed Cuwngroint Fasomenl ¢ Lease {LUSS018D,
subject W The conditions stated By Parayraph 4 above, dises hereby vonsent 1o the assignment of the smd mstramg

as spatified showe,

N TESTIMONY WHEREDF, wimess my hand and the Sead of (Gifie.

THE STATEOF §iy ’

o f o

AFPFROYELR
Contemy. W

{amgat
ity

[l ]

it LanpsTly
THOUGIBE Fawbrud, Hi
Ualag, Tends FE2UL
A Bhgry M Yandinsicg

AL BD

LB RD rl whrrgnbpatop ¥ LA
ity
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The State of Texas

Austin, Texas

SEVENTT AMENDMENT 1O
COMMEROIAL RASEMENT LOB40180
STATE QF TEXAS [ KNOW ALL MEN BY THESE PRESBNTS:
CUHINTY OF CAMERON H

WHEREAS, by Commerciel Busment Mo, LOSMEY, offestive 1UZI/1985, as smended (“Fasenmnt™), the
Seate of Toxus, acting by snd through the Comadssioney of Sie Chenera! Land Offiae and Chairman of the School Land
Had, an tehall of fhe Pyrawnent Sshool Fund (Girster™), suthorized Pepiusuls Land Company, {"Orante' o e
it send property Tosated §n CAMIRON County, Teans {fhe "Fremises”™, which propeity s more partictdaly
degeribed on Bxlibin 1o ihe Basoment; and

WHEREAS, Grunive hey roquested e sxmnsion of Bme to conmdses coustiuctivn of the boat slips regeires
undey the Easemient baconss the Unied Stetes Arny Comps of Lngineves {"COR™) has indivsted the possibiiity of a

teuillgnerent of he Guif bvruconsta] Water Wy ("GIWWY

WHEREAS, Granter and Crantin ackuowledge and seaffirn thut Granter shall not sssign or sublesse e cights
pransed i e Basensdng sither in whole or in guot o any fhind prrty for any purpost withont the prios weitten approvid of
e Ui

SWHERBAS, {huntor ond CGantes desits (o amend the Hasernent;

MOW, THEREFORE, @ considerativn of the CGrantee's combinmed gse of the Premies and oifwr pood and
valunble eansideration, U reouipt and suffiviency of which s hereby aokmowledged, the partivs apros as follows:

L The annal papments shalt continee o be Oae Thovesnd snd NO/TOO Dollars (82 200,003, unti] the earlior
ooprenee oft .
0) ety 1 of the First casernent year (s mich tons is defined In Aunendient No. 3 of the Basemend,
tereioafler “Basenmal Year™) following the commencement of constrection of the hoat slips
seguired wder e Fastmen; o
By Tanary 3 of the first Bentient Year Sowing the issoance of a Tinal decision by the COR repanding
the re-eoroting of the GIWW, :
& Conynenciog Jamary | of the o Fasement Yeur desoribed i section 1{a) or 160) nbove, whichever oeaurns
first, the smuad payowenis shall be the greater of '
a} Five Thoussnd and vod 190 Toolbrs (38,000.00); o
b} One Doller pad 907100 (31.90) pes finewr foot of slips ueisally constrstod ab of the date said annus
payinent s due. .
3 Construetion of G byt at sy v doeing e termn of the Baserieat, But o i ovent
sheli begin Juter dheiiJatio 1 1) year after the 0O issoes & final deciiion un the re-roiting
of the GIWAY, whihever ovours 8rst. Upon such duje, Gramtee shall bave commenced constiection of the
wulifect fmprovements end shl diligeotly pursve constnation of sueh iprovements untl completitn;

4 TOY SO

>ARsF K - | awendisdog V1
ek Siemn IR A

R .
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JOE IR SR - I
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f.}l

provided, however, nutwithslanding any other provision of the Eosoment, Grantes shall have conpleted
constreetion of the minimmum two hundred thistydwo {232) slips no later fhan Sevember 31, 218,
A, Al other provisions of the Rasement shall remwmin i Rl fovee.

EXCEPT a5 set forth hereln, 4 of fhe torms snd yrovisions of fhe Basement shall resmain i full foret sl in

effet,

In the event of a conflict between any provisien of the Tasernent, ws amended, amd any administitive rule

pronwlgated by the Genersl Land Offiee andior the Sehool Fand Buart), the Bnsenwent shall control.

“Fhas arendiment for Commersial Bxsenent No. LOS0 180 s effectve the [t day of December 2005

EXTECUTED i mdtiple cousrterparts, eosh of whislk shall bave the eifoct of an orighal.

INCTES TIMONY WIHTIREOR, witress my hand snd the Seal of Cfieg,

GRAMYON:
THE STATE OF TEXAS

JEIRY € A TTERSON Granizs Y gmatire
iyhraissioner, General Land Office
Clhairman, Seiwol Land Bouwd

Drrpeck 8. mpeTiel
Printed Mame & Tide

O SO W
Drate: /,9 LT A e Do of Signahre

APPROVE]

rﬁnssnscjmwﬂw

—

Legals -
lwt;uw' gm%w

Bxevative:

ACKNOWLEDGREENT of Guence s Simanire

STATE G YEXAS

Ly g

COUNTY OF

This iwstrveent wags ackabwitdged befor nw, e undecsigned suthority, on the “équf

C/Efaﬂmazj e B O BY

day of

; .
//':?mdn/h- P 0] Bond /{')"

ST T Netary Pubbic, Siate wf T v s 8

3 é?‘ wSTN N, oy

,aJr %

wa?’m&%ﬁo{w Tontn My commission expiress & /7 v Joo
Meen ¥, gugg

St

L0
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DEPARTHENT OF THE ARMY
GALVESTON 1§ TRIGT, CORPS OF BNBINEERE
CERPUE DHRIET REGULATORY FELD OFFIRE

G151 FLYNN FARKWAY, SUITE 1896
GORAPUS CHFSTETR TRITLEME

Decermbey 23, 3009

REFLF
ATTEHIN Py

Clorpats Christt Regatasory {

G

RS

SO Permit Applivetion SWE 99 Exrension of T

M, Vietor Lissiak, PE,

Yiewioeh Rt rinders g
G203 Beltvay Drive

Addiven, TN TG0

Uk My,

nk

s berder elaned Novembar f 2000, W emensd Permis Noo SWOLTT0E0404 for an extension of
tima s approved pivsuaat 1o Section 10 of the Rbvers ansl Parbors Aciof TR P Mo 17523
win bsed on September 1901 aad auihortasd consteuennn of w maring to inclade 260 hoat slips.
prers. Hopting breakwasiees, & my service Tnelity, o bulkhesd, dredydng, snd cabanas, Amerdmer
TTEIEIGT) bow e wntension of tine was ssued 28 Februwry [989, an 3

vedenent 1 7E2HORY Tor s
extension of Hrme was besagd on 28 Febeusey 10U and amendiments 1723 1TITHBAY amd
TESTL08Y, sif for wo estemsion of e, were biswed respeclively on I Auguss 1504 ey WU,
arsd 18 March 2005 This extenyion of tinge appeoval has resulted e a veduetion of g o7 the
provect. The persndt sile i fovated nthe Lagend Madne snd sdioins the west end ol the abandoned
Chagen Isabe! Coauseway, i Post Babel, Cameron County. Texas,

ARy 15 40 Be porformed v seordamee with the enclosed revised phans to seven (7) shetets and
the orfginal permil cosditions, which remalin b ful foree and effect, with the exception of the thae
{iwiit for complerion. Plaase note the enetosed Notifieation of Administrarive Appel Opiions
regarding this permit. This asthiorizatbon expiees an December 31, 2015, Iy addition to the arginal
pirmiz e, the oHowing spocisl condittons are mdded e vour nothorization

Lo Vhe pernsiteee snderstandds and sprees tha 3F foture opermions by the Unjted Stnes
regnize e removed, elocation, or ather wlieruion. of the struchare o work beran
wuthoriessd, or 06 in the opimton of the Seervtary of the Amny or by suthorized
representstive, sard siencrure orowork shall enise amomsomabde sbmiruetion W the free
aavigation of the wvigable witers, the permittes will be roquirsd, upon due poticr
fromm the Corpe of Englucers, o remove. redocwd, ar alter e sicturs] wiwk o
shstructions cavsed herely, witheut expems o e Uoited Sudes, No ol shadl be
mamfe agaist the Linited Stales an secount of any such sl or alterastion.

T, Prior i the povformace of hvdiabic dredging, the peomives will obnin o Seeii
Al eaater quality conilivation from the TUELY for the offuent v roturn watee,  The
pormilbies witl subamil o copy of e Section S0bcenifcation w i Corps of Engioeers
Corpus Chestl Regllaory Fredd Offtee (CORFOY prioy w0 performing hedralic
drodgis
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30A pesbeonstrsetiun sesgrass suevey shafl he comdueied a5 il applivant within
fommeans {145 diys of cossation of wy jurisdicions] consruction aotiviies within 300
teet of the seeprass areas depivted by e stteched porods deawings. Thie survy vepinss
shall Be proviied bnoveport o to the CORFU wislin 30 & of gessatkor of any
vonstrueion petiviiy,

4, The Foutprsg of the proposed dredped watesss! lacensent ares wit] b siaked on he
goued and the CURFOD sotfied priov woeomstractiog of the DMPA o that s
CCRFG o wery dag the DIMPA ts being sired g non jurisdicton] upiand aren,

3004 demolitiors plare for the st wewed soction of the Queen Tsabella Catseway
LEHCT will Be submitted 10 the CORPO fur Hy review and writter appeaval peior woiny
demalition No placement of demolistied QI B aberiad inde bagang Madre, or
any ether warers of the United States, i authorized by thiy peanit,

Fhix lester alse comraing an gpproved furisdictionsd deseomination for your suldect site, I von
juet 9 11%;\ dertermination, you roay regquest my sderenisteaive append wader Corps regulaions at 33
Part 35 Paclosed you will find a combined Nottficatiom of Admindsirative Appeal Options
dn:l Process (MAPY and Request Tor Appeal (RFAS foro, 1 you request o appeal tils deweemingtion
you must subanit s vommpliesd REA form Lo the Sombwestern Division Gifice o the [bilowing
aghidrass

Furwes I Gidmiore, Appen] Review Offtcor
Acery Pasgivewr Division, Souhesiors
FHW G 'sm erge Siredd, Suite §31

Diaflas T 752421817

Telephane: 405487 Hia i FAX: 4084877140

B ovder T wi BREA o be s upmi b [Ew Corps. the € orps mast determine that i1 i complete,
oty 1the criterta for agmeal wnder 33 € ik v Bt hies ey vesedved By the TPHvision
< the above address within 60 days of the dite of the NAP. R s ot necessary ws submit an
REA T to the Division ofliee 1 you duo et object o gy detennimdion in ihis feuer

WS

30 et fy the BXstrict Englnesr, Inweithng spess eompdothon of the aatheriaed work, A pre-
addreasesd postosnd has been enclosed oy shis purpose,

FURL TR DMSTTRECT COMMARNDHER:

" ; fg.l A

Iohn Wang 7

Serfar I‘z‘nje(ct Muniager

Corpus Chrisg! Regidsory Dokl Offles
Ernetossres

Capies Furnished (s
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Copios Framishid:

Fighth Cowst Guard Disrier, Now Orleang, LA
U3 Fish aad WiHdR e Seevice. Corpus Chrdsih TX
Fexs General Land Office. Aasdn, TX

Tonas Lronerad Land CdTiee, Corpas Chinsti, TX

Sowthern Aroa Do, Corpus Chulst, TR
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{1

sansharst Perenty on Lo
sered Permnit or Loty of Pepmisston

OO

; SHiut i
A INTUIAL PROYVY i

o ACURPE I vow recuivid ¢ Standid Persnff, you s sign e pomut doceonent anid seturm it i Jrice sngineer fow bl
wehorigation. B vou rovedved o Leter of Penission (LOPY, yom miy secefs e 1600 ik T saetioriavd Yot
sigeature oo g Seasdard Fermit on sceeptie of B LOW menns that you asvept e peoat iy etbety anad waive a3 righly
Lo sppeat thy pes, including fs s wiftiony, sl apgroved s it deterininathoms Sssocsmed with the peen.

You miay avcept or objeat 1 i pernve.

it o

L
e el e modi el acend
Your shisctions st he 2
S gl 1 peyenil i Bre fnere.

v ghe peon i 1o pddress okl of

it avisg delersaiined th the porn

1 yoin bt tax e poinlt (Suedand or DO bucanse of cortai tenms and comdin s Bmrein, ¥ 9y teipast it
Ay, Fou must gesnplete Section 1 ol 1vis Baw and t e o o Tl st eagine

- Mg dbstriet engheer within 60 duys o e dite o feks otive, o yow wil Torfelt vosr gl
el yout star, e desricr anginesr wily svalits wous alijevtibs and m: U
o, (B LY e persndl to ecdpesy somse oyl sy, oF [ net iadily
sl bu pasned s pneen writlen. Adler evaduatiog wour sipections, the

Y o aticery, i dtadicated 1 Sectinn B befow

Hit
a
P 1 yon received 3 Stanctard Perite, vou sy xlign the perssit dovermnt and et 106 G diseriet englneer B final
sathortation. 5 von receivad B Lener of Perasission (LOP, you sy accops e LOP iad yaur wark i Wb, Y ope

ZiES

sttt on the Standand Feeast] ae soceploniee of the LOP mests et you segept i posmit i i entlrety, sl wibve ol Ti
v apppat] i grenondt, dnchadd i g erri arsd conditons, aned approved fuedsdieloTaY detersy i sexsociatid with e pormit,

ihe po yresit

W APPGAE: 11 yon choose 1o deckine the prioffered permit {Stamiant or LAP) beciese of certin ferns axd condions theeeiy, yom
sy sppes the declined perms under e Corps of Hnglneers Adiminisiative Appesl Provess b completing Sseicn 1ol ibie
oy sk serding Ui foran to the dviston sagiumer. THix b nuast be regedved by the divisinge érghroer within 6 s oi e
siite o this hovie

R TENEALY Vol i appes] the denial of » poed dader the Corps of
Sy completing Section Hof by form and seambing the R b Dw vision anineer
sogineer within 6 days of the date ol thiy motice.
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Previously Proposed Properties

PENINSULA YACHT C1UB
PORT ISABEL, TEXAS
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