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Purpose of the Report and Background

Purpose

1.

By Order of the Supreme Court of British Columbia (the “Court”) dated the 1st day of June 2018
{the “Order”), G. Powroznik Group Inc. of G-Force Group (“G-Farce "), was appointed the
Receiver and Manager (the “Receiver”) in respect of the assets, undertakings, and properties
(the “Assets”) of Morningstar Golf Club Ltd. (“MGC") upon an application made by Realcor
Mortgage Corp. (“Realcor”).

A copy of Court Order and other documents pertinent to the receivership are posted on the
Receiver's website, which can be located at the following URL: https://www.g-
forcegroup.ca/morningstar-golf-club/ .

The Receiver issued its Confidential Memorandum and First Report, both dated September 24,
2019 (“First Report”), to update the Court on its activities since its appointment, including its
restructuring and marketing activities, and to seek an increase of its Borrowing Charge and
interim approvai of its activities and accounts, including the accounts of its counsel. All requests
to the Court were granted.

The Receiver issued its Second Report (“Second Report”) to:
a. Update the Court on its activities since its appointment, including its restructuring,
marketing, and sales activities;
b. Seek an increase of its Borrowing Charge and interim approval of its activities and
accounts, including the accounts of its counsel;
c. Seek the authority to engage in the Land Exchange with Lot G Holdings Ltd. and
amalgamate the Postage Stamp with MGC Lands; and
Seek a vesting of the rights, title, and interest of the land subject to the Land Exchange

colitin U

to Lot G Holdings and MCG, as required by the Land exchange.

Q.

All requests to the Court were granted.

The Receiver’s Third Report (“Third Report” or “Report”, and collectively with the First and
Second Reports, the “Reports”) should be read in conjunction with the First and Second Reports.
All capitalized terms used herein that are undefined have the meanings ascribed thereto in the
First Report and Second Report, unless otherwise indicated.

The purpose of the Third Report is to:
a. Update the Court on the Receiver’s activities generally since the date of its Second
Report;
b. Provide the Court with the results of the recent independent appraisal of MGC's Assets
and the independent appraisal received in April 2020;



Provide the Court with the details of the credit bid submitted by Realcor (the “Credit

Bid");

d. Seek the approval of the Court for the approval of the Asset Purchase Agreement (the
“APA”) the Receiver has entered into with Realcor Mortgage Corp or its assignee
(collectively the “Purchaser”), subject to the approval of the Court;

Seek a vesting of the rights, title and interest of the Assets in the Purchaser;

f.  Seek approval of the discharge of the Receiver upon the filing of a certificate of
completion whereby the Receiver certifies that to the knowledge of the Receiver, all
matters to be attended to in these receivership proceedings have been completed
(“Certificate of Completion”), whereupon the Receiver will be discharged on the day it
completes the service of the Certificate of Completion to the parties on the Service List
and files it with the Court (the “Discharge Date”);

8. Seek approval of the Receiver’s activities and its accounts for fees and disbursements
for the receivership from June 1, 2018, to April 30, 2021;

h. Seek authorization for fees and disbursements of the Receiver from May 1, 2021, to the
Date of Discharge to a maximum of $125,000 without further court order;

i. Seekapproval of the Receiver’s counsel, DLA Piper’s accounts for fees and
disbursements for the period March 1, 2021, to April 30, 2021; and

J. Seek authorization for the fees and disbursements of the Receiver’s counsel from May 1,

2021, to the Discharge Date to a maximum of $125,000 without further court order.

o

Restrictions and Qualifications

7.

This Report on the administration of the receivership of MGC summarizes the Receiver's
administration, findings, and conclusions since the date of the Second Report.

In conducting its investigations and administration and in preparing the Third Report, the
Receiver obtained information and representations from a variety of sources including, Realcor
and its counsel, Canadian Western Bank (“CWB”) and its counsel, MGC'’s management
Wedgewood, suppliers, creditors, golf club members, DLA Piper and other third parties. The
information, data and documentation furnished by others was presumed to be reliable and,
except as expressly noted in the Third Report, was not verified, or otherwise audited by the
Receiver. Accordingly, the Receiver assumes no responsibility for the accuracy of third-party
information provided unless otherwise indicated.

Background

S.

MGC is located at 525 Lowry’s Road, Parksville, BC. It was originally acquired by Realcor in 1997
along with adjacent development property. Realcor holds real estate assets for the Operating
Engineers’ Pension Fund (“OEPP”) of the International Union of Operating Engineers Local 115
(“IUOE 115" or “Union”). MGC's current owners are Paul and Shayne McCracken (the
“McCrackens”) of Edmonton. The McCracken’s purchased the Assets in early 2010 and Realcor
provided a vendor take-back mortgage.



10. The OEPP also holds land adjacent to fairways and holes 6 and 7 (“Holes 6 and 7”) of the
Morningstar Golf Course (“Meorningstar”), that it did not sell to the McCrackens. The land is
referred to as (“Lot G”) and is held in trust by Lot G Holdings Ltd. (“Lot G Holdings”) for the
QEPP.

11. Other details of the current owners’ insolvency and financial difficulties were summarized in the
First Report. This included the details of the registration of collateral security for its loans to the
owners’ Alberta companies by the Canadian Western Bank {“CWB”) of a second mortgage
against MGC’s land and buildings and a General Security Agreement on the non-real estate
assets (the “CWB GSA”).

Summary of Receiver’s Activities Since the Second Report

12. Since the date of the Second Report, the Receiver performed and undertook the following key
activities and initiatives:

a. Maintained operating accounts for the operating business and the Receiver, including
banking, credit card processing, utilities, security, WorkSafeBC and Canada Revenue
Agency; ,

b. Provided oversight and support to Morningstar’s operational management company,
Wedgewood, on material operating matters including:

i. Hiring of a new Golf Director and determining an expanded role for the position;
ii. Development of a new Academy at MGC;

ii. Monitoring the new permit application process for the use of recycled water
from the RDN plant;

iv. Investigating the purchase or lease of new golf cars;

v. Negotiating a contract for a new electronic payment processing facility;

vi. Addressing the reported theft of goods and electronic payment processing
terminal that was fraudulently used to process credits on MGC's bank account,
pursing the Bank for a claim under its insurance and considering options for
improved risk management;

vii. approvals for membership programs, new significant suppliers, and systems;

c. Paid outstanding professional fees for the remediation, pre-2021 operating losses and
professional fees for the Receiver and its counsel;

d. Monitored Wedgewood’s management of MGC's Pandemic Operating Procedures and
the evolving BC Pandemic Guidelines and Orders;

e. Worked with Wedgewood to improve the net margins on all profit centres given the
increased membership revenue and green fee play;

f. Retained an appraiser to provide a current appraisal of MGC's Assets, including
preparing and delivering current budgets, financial statements and other specific
management, operations and financial information;




g. Provided periodic updates to CWB on the restructuring of MGC's operations, the
marketing and potential purchasers for MGC'’s Assets, and advised CWB of the unlikely
prospects of any recovery of its claim against MGC;

h. Reviewed the monthly operating and financial reports provided by management and
provided feedback on priarity matters for action;

i. Provided monthly operating and financial reports and project specific reports to Realcor;

j- Prepared and filed an update of the Form 87 Report as required under Section 246(2) of
the Bankruptcy and Insolvency Act (“BIA”);

k. Responded to enquiries from potential prospects to purchase the MGC;

I. Worked to address encroachment and other issues affecting MGC’s dealings with Lot G
and Lot G Holdings;

m. Negotiated the APA and supporting agreement on the removal of encroachments and
cooperation on the development of Lot G as it relates to the MGC lands (the
“Encroachment Removal and Development Co-operation Agreement” or “ERDCA”);

n. Updated schedules of assets and contracts relating to MGC's operations that were to be
included in the APA and provided them to the Purchaser and its counsel;

0. Provided updated calculations of accrued unpaid interest on the Receiver’s borrowings
for Realcor;

p. Finalized reporting and prepared materials and affidavit evidence for Court application
on April 22, 2021;

g. Prepared an initial detailed list of transition issues to be addressed by the Purchaser,
Wedgewood, and the Receiver;

r. Provided Wedgewood with ongoing consultation and direction to facilitate a quick
Closing with the Purchaser that would minimize the interruptions to, and impairment to,
MGC's business;

s. Negotiated a final settlement of the outstanding lease balance on the main MGC
photocopier; and

t. Updated the Receiver’s website to provide information on the receivership proceedings
and administration.

Receiver’s Strategy and Priorities from the Second Report

13. Asreported in paragraph 55 in the Second Report, since the transactions with the previous
purchaser did not proceed, the Receiver confirmed Realcor’s intention to acquire the MGC Assets
through its Credit Bid. Based upon Realcor’s intention, the Receiver embarked on the following
course of action:

a. Updated its assessment of the current market value of MGC's Assets, including obtaining
an updated appraisal, that could be compared to the previous offers made and the
intended Credit Bid by Realcor;

b. Worked with Realcor’s counsel to develop a Credit Bid that would be acceptable to the
Receiver, subject to approval by the Court;



c. Continued to actively support management’s current operational and capital
improvement plans for 2021;

d. Took steps to further work on the Land Exchange, Postage Stamp Amalgamation, and
plans for eliminating the Encroachments; and

e. Worked with management and Realcor to ensure an efficient transition of
responsibilities for MGC's going-concern operations.

Receiver’s Marketing and Sales Activities

Marketing and Sales Program Activities

14.

15.

16.

17.

Under the Receivership Order, the Receiver is authorized to market and sell any or all the
Company's Property (“Assets”) and to negotiate such terms and conditions of sale as the
Receiver, in its discretion, may deem appropriate, subject to the approval of the Court.

As reported in the First Report and the Second Report, the Receiver has been marketing the
Assets for sale since 2018. The First Report and the Second Report provided details of the
substantial activity generated by the marketing activities, the five offers that were generated
from dozens of inquiries and the more extensive due diligence performed by the Serious
Prospects.

The Receiver described in paragraph 42 in the Second Report that, by the end of May 2020, the
initial concerns of the negative effects of the Pandemic on MGC'’s operations had been
overcome. The demand for golf and new memberships was robust and the Receiver’s objective
of reaching a break-even operating result (with a good management team in place)}, appeared to
be achievable. Being break-even would create a turn-key business acquisition opportunity fora
prospective purchaser. Also, achieving break-even operating performance would make attracting
a potential purchaser easier, and, if a third-party purchaser at an acceptable price could not be
secured claim against MGC significantly exceeded the existing appraised value of MGC's Assets
and any offers made to date, Realcor was receptive to making a credit bid as an exit from
receivership, and its attendant costs.

In June 2020, Realcor informed the Receiver that it would support an offer by a third-party to
purchase MGC's Assets from the Receiver for a minimum of $2.8 million . Otherwise, Realcor
would be prepared to make an offer to buy the MGC Assets, as an offset to the debt it was owed
(the “Credit Bid”) and thereby take ownership of Morningstar again. This price was $300,000
higher than the highest offer the Receiver had received to date, being the one in May 2020 for
$2.5 million. This price was also the same as the appraised fair market value received in early
May 2020.



18.

19.

20.

21.

9

As detailed in the Second Report, the Receiver ultimately negotiated the offer to $2.8 million and
it became part of an MOU for a complex lease and deferred sale (“Lease/Purchase”) to the
previous purchaser (the “Previous Purchaser”).

As described in Paragraph 54 of the Second Report, in February 2021, the Previous Purchaser
decided not to complete the Lease/Purchase and instead made an offer that was not acceptable
to the Receiver and Realcor.

Since Realcor was prepared to make the Credit Bid and its secured claim significantly exceeded
the current market value and the highest offer the Receiver received from the market, the
Receiver curtailed its proactive marketing activities by suspending the listing with LoopNet on
March 3, 2021to eliminate unnecessary costs.

Despite the lack of a formal listing of MGC's Assets, it is widely known in the industry that MGC is
still in receivership and that the Receiver must sell the Assets. As a result, the Receiver is still
receiving expressions of interest from prospects. Since the termination of negotiations with the
Previous Purchaser, six new prospects have made enquiries. The Receiver did not get the
impression from its follow up and contact with any of these prospects that they would be willing
to pay much more than market value and certainly not anywhere near the amount required to
pay out Realcor’s secured claim. As such, the Receiver did not wish to be drawn into lengthy
discussions or negotiations with these parties who would need a lot of information and time to
consider whether they would make an offer and thereby stalling the process for Realcor’s offer
to be presented to the Court for approval.

Assessment of Fair Market Value for the Assets

22.

23.

24.

The Receiver had previously retained Colliers International Realty Advisors Inc. in Vancouver
(“Colliers”) in September 2018 to prepare a valuation of MGC’s assets and operations. Its initial
appraised value as at September 19, 2018 was $2.5 million. By this time, the Receiver had only
three months to design and begin implementing its restructuring plan.

Colliers was again retained in April 2020 to provide an update of its independent assessment of
value. By then the Receiver had implemented much of its restructuring activities but MGC's
condition had been so impaired before the receivership, measurable improvements to operating
result were only beginning to show promise in the spring of 2020 but were overshadowed by the
early affects of the Pandemic. Colliers’ report of May 9, 2020 is included in this report as
Appendix “A” and contains an appraised value of $2.5 million as of April 17, 2020.

During the balance of 2020 and into early 2021, the Receiver’s restructuring plan, augmented by
renewed interest in golf since it was one of the few sports one could play with adequate social
distancing during the Pandemic, was producing significantly improved operating results for MGC.



25,

26.

27.

10

Colliers was again retained by the Receiver and its report dated April 28, 2021 is included in the
report as Appendix “B”. Colliers appraised value as at April 28, 2021 is $2.95 million.

Colliers’ two most recent two appraisals for the Receiver are approximately one year apart. The
appraisals utilize two primary approaches for an investment property and business like MGC: the
income approach and the direct comparison approach. Colliers states in the appraisal that the
income approach is normally the preferred method relied upon to determine fair market value
for these types of assets and the direct comparison approach is used to support it. Colliers has
relied upon the Receiver’s latest budgets and actual operating results to determine its value of
$2.95 million from the income approach. It has also reviewed several recent sales over the past
few years that supports that value.

The offer from the Previous Purchaser was negotiated in July 2020 and was $2.8 million. it is the
Receiver's view that Colliers’ valuation appears reasonable when considering previous offers
received by the Receiver and the improvement in operating results that has occurred over the
past year.

Realcor’s Credit Bid

28.

29.

Included as Appendix “C” is a summary of accumulated amounts due to Realcor under its
security for the balance of its mortgage with accrued interest totalling $1,962,183.58, protective
disbursements of $269,760.93, and advances under Receiver’s certificates and accrued interest
of $2,558,196.72 for a total amount due of $4,790,141.23 or approximately $4.79 million as at
May 15, 2021.

If Realcor as Purchaser acquires MGC's Asset for a fair market value of $2.95 million as an offset
against its total debt of $4.79 million, it will suffer a shortfall of an estimated $2.25 million after
taking into account the following:

a. Payment of the statutory priority claims of $181,804.32 {as summarized in Appendix “D”
of the Report) that the Purchaser has to pay on closing;

b. Payment of the property taxes for 2021 on the MGC lands and buildings of $26,729.65
that are not included in Appendix “D";

c. Payment of the outstanding fees, disbursements and taxes of the Receiver and its
counsel as set out in paragraphs 40 (50,646.25) and 41 ($65,145.79) of the Report
respectively;

d. Payment of the estimated fees and disbursements, for the Receiver and its counsel to
complete their duties as estimated in paragraphs 43 ($80,000) and 44 ($80,000)
respectively, but excluding any provision for costs of $100,000 relating to a taxing of
accounts, should it occur;

e. Less the estimated cash on hand by the Receiver of $$72,082.72, at the planned date of
closing of the sale under the APA of June 30, 2021 (the “Closing”); and
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f. Less the estimated net cash from MGC’s operations of $2,385, including recovery of the
GST paid on professional fees, to Closing.

30. The net effect of the Credit Bid by Realcor is that all statutory priority claims, Receiver’s

31.

borrowings and accrued interest and receivership costs, net of operating revenues, are paid by
Realcor and Realcor looks to recover the principal balance of its mortgage, protective
disbursements and unpaid accrued interest from the future earnings and growth in value from
the MGC Assets that have achieved net positive EBITDA earnings, likely for the first time since the
financial recession of 2007-8.

It is the Receiver’s opinion that it is extremely unlikely for a third-party prospect to pay a price
for the MGC'’s Assets that would pay out Realcor in full and provide a residual amount to CWB.
CWB has not had any expectations that it would recover anything from a sale for almost two
years. Under these circumstances, the Receiver’s opinion is that Realcor should be entitled to
acquire MGC’s Assets and that no other creditor with a subsequent charge will be prejudiced as
there is no hope of recovery for other creditors.

The Terms of Asset Purchase Agreement

32.

33.

34.

The APA is included as Appendix “E” to the Report. The APA includes all of the tangible and
intangible assets of MGC listed in its Schedules as well as the Contracts, Leases, Licenses and
Permits required for MGC to operate as a going-concern. The Purchaser intends to hire
Wedgewood as its manager and all of the employees currently employed by the Receiver.

As set out in the Second Report, MGC has existing encroachments on Lot G that must be
removed. There were two areas of encroachments mentioned in the Second Report, a ditch near
Hole 5 and portions of the golf car path that boarders Holes 6 and 7. There are, in fact, two
additional car paths connecting green #5 and tee #8 with tee #6 and green #8 that must be
removed.

The Second Report also describes a Land Exchange and a Postage Stamp Amalgamation that are
required by the RDN as a condition for it to grant approvals to Lot G Holdings for its Applications
for subdivision. Both the Land Exchange and the Postage Stamp Amalgamation are beneficial to
MGC but will also require a discharge of some existing easements in favour of MGC in exchange
for new ones required for the Land Exchange. The Receiver has negotiated with Lot G Holdings
an Encroachment Removal and Development Cooperation Agreement. The ERDCA covers all of
the issues relating to the removal of the encroachments, removal of existing easements and
registration of new easements, the Land Exchange and the Postage Stamp Amalgamation and is
included as a Schedule to the APA.



Recent Operating Results and Challenges

35. We have included in Appendix “F” a sample monthly report from Wedgewood that summarizes
key operational information for March 2021, the financial results for the month and fiscal year
to date, being the four months ended March 31, 2021 (“YTD"), and the status of the progress
made on capital expenditures and deferred maintenance budgets for YTD. The key results from
the Statement of EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) for
March 2021 and YTD and the status of expenditures on the Capital Expenditures/Improvement
Budget as of March 31, 2021 include:

a. Membership has doubled to 220 in the last twelve months and is now capped to ensure
adequate capacity for daily green fee golfers;

b. There were 2,978 rounds of golf played in March alone and that is 57% higher than for
the entire four-month period ending March 31 of the prior year;

¢. YTD rounds of 6,046 are up 3.2 times the level of last year;

d. March golf income of $92,048 is up 2.65 times than for March 2020 even after
considering the Federal Government’s CEWS subsidy for March 2020;

e. YTD revenue of $412,400 is up 33% from 2020;

f. Food & Beverage revenues are significantly lower as a percentage of golf revenues due
to Pandemic restrictions by the BC Government; and

g. Several capital and deferred maintenance projects are being addressed.

36. There has been a significant increase in the number of rounds of golf being played at MGC. This is
putting significant strain on MGC in the following ways:
a. It must increase the number of seasonal staff and train them guickly;
b. Some of the needed capital replacement has not yet occurred;
c. Managing the facility during the Pandemic requires higher than normal diligence in
servicing golfers and keeping everyone safe;
here is uncertainty ahout what food and beverage activities will be allowed in the

g]_
-

coming peak seasonal golf play months; and
e. There are still a number of deferred maintenance projects outstanding.

37. Although MGC'’s operations have improved, achieving stability requires more experienced staff,
managing a high volume of golfers, and continuing to upgrade the facility and equipment. It is
important to Realcor that the operational transition be seamless. Every effort is being made by
the Receiver, Wedgewood and Realcor to minimize the disruption of operations through the
transition and the continuing Pandemic where significant additional procedures are required to
maintain a healthy and safe environment. A review of the BCRF Restaurant COVID-19 Safety Plan
included in Appendix “F” provides an example of the extensive additional procedures required
for the food and beverage operation. Other safety procedures are employed throughout the golf
course operation.
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Receiver’s Receipts and Disbursements and Fees and Disbursements

38.

39.

40.

41.

42.

43.

44,

The Receiver has included as Appendix “G” its Statement of Receipts and Disbursements for the
Period June 1, 2018 to May 19, 2021 for its HSBC account used for managing the Receiver’s
borrowings, providing financing for operations as needed and payment of professional fees.

The Receiver has included as Appendix “H”, its Statement of Receipts and Disbursements for
Marningstar's Operations for the period June 1, 2018 to April 30, 2021. The Receiver's operating
account is maintained with BMO in Parksville and is co-managed with Wedgewood.

Appendix “1” is the Receiver’s Fees, Disbursements and Taxes and time for the month of April
2021. The Receiver’s Billings include $47,204.30 in fees, $1,034.03 in disbursements and
$2,407.92 for GST for total billings of $50,646.25. All fees were charge at the Receiver’s standard
hourly rates and a discount was provided. Appendix “I” is a Summary of the Receiver’s Time,
totalling 136.29 hours, expended by the Receiver’s staff in relation to the matters described in
the Receiver’s billing for April 2021 included in Appendix “1”.

The invoices for fees, disbursements and taxes of the Receiver’s counsel, DLA Piper, for the
period March 1, 2021 to April 30, 2021, are included in Appendix “K” (“DLA Piper’s Billings”).
DLA Piper’s Billings include $57,952.50 in fees, $231.40 in disbursements, $6,961.89 in taxes for
total billings for DLA Piper of $65,145.79.

The Receiver has reviewed the accounts of DLA Piper rendered in this matter and is satisfied that
the work detailed therein was completed by DLA Piper at the request of the Receiver and was
necessary. In the Receiver’s experience, the fees and rates charged by DLA Piper in its invoices
are consistent with those charged by other law firms for work of a similar nature and complexity
in British Columbia.

The Receiver’s fees up to March 31, 2021 have already been approved by the Court. The APA
contemplates a closing date by no later than June 30, 2021. The Purchaser intends to be
proactive in assuming responsibility for MGC Assets and operations from the Receiver as quickly
as possible to help minimize remaining receivership costs. The Receiver intends to work closely
to facilitate a smooth and quick transition to the Purchaser and also complete its remaining
statutory and administrative activities quickly as reasonably possible after the Closing. Based
upon these assumptions and barring any unforeseen events, interruptions or requirements, the
Receiver has estimated that its fees and disbursements for completing its activities from May 1,
2021 to the Discharge Date will not exceed $80,000.

The fees and disbursements for the Receiver’s counsel, DLA Piper, up to February 28, 2021 have
already been approved by the Court. DLA Piper estimates that its fees and disbursements for
completing its activities from May 1, 2021 to the Closing Date of the sale to the Purchaser will
not exceed $80,000.
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45. In addition, an amount of $100,000 is expected to be held in trust to cover the costs of a taxing of
the Receiver’'s accounts and those of its counsel, should it occur.

46. The APA contemplates that Realcor will pay to the Receiver the estimated amounts for the
professional fees and contingency amounts for a taxation of its accounts, including those of its
counsel, to the Discharge Date. These amounts will be held in trust until such time as the
statutory period for a creditor to request a taxation of the Receiver’s accounts expires or any
such requested taxation is completed. Any unused funds will then be returned to Realcor.

Court Approval Sought
47. The Receiver respectfully requests that this Honourable Court grantan orderthat, among other
things:

a. Approves the APA;

b. Vests all of the rights, title and interest of the Assets in Realcor upon closing;

. Authorizes the discharge of the Receiver and termination of these within proceedings
upon the filing of a certificate of completion;

d. Approves the Receiver's activities and its accounts for the receivership from June 1,
2018, to April 30, 2021,

e. Authorizes the payment of the Receiver’s fees and disbursements from May 1, 2021, to
the Date of Discharge up to a maximum of $80,000 without further court order;

f.  Approves the Receiver’s counsel’s, DLA Piper, accounts for fees and disbursements for
the period March 1, 2021, to April 30, 2021; and

g. Authorizes the payment of the Receiver’s counsel’s fees and disbursements from May 1,
2021, to the Date of Discharge up to a maximum of $80,000 without further court order.

All of which is respectfully submitted this 19" day of May 2021.

G. Powroznik Group Inc.
in its capacity as Receiver and Manager for
Morningstar Golf Club Ltd. and not in its personal

capacity

“TPer: Gary D. Powroznik
Managing Director



Appendix A

Colliers Appraisal of Morningstar Golf Course
April 17, 2020
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Effective Date: April 17, 2020
Report Date: May 29, 2020

Prepared For

Gary Powroznik, FCPA, CIRP, LIT

Managing Director

G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Ltd.

Prepared By

James Glen, AACH, P.App
Vice President, Vancouver
Valuation & Advisory Services
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May 29, 2020

G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Lid.
750 West Pender Street, 250

Vancouver, BC V6C 277

Attention: Gary Powroznik, FCPA, CIRP, LIT
Managing Director

Dear Mr. Powroznik;

Re: Appraisal of Morningstar Golf Course
525 Lowry's Road, Parksville, British Columbia

In accordance with your request, we have carried out an analysis of the above-mentioned property in order
to estimate its current market value as is. Based on our investigations, it is our opinion that the current
market value as is of the fee simple as a going concern interest in the Subject Property, as of April 17,
2020, is estimated to be as follows:

Current Market Value AsJds Fee Simple As A Going Concern $2,500,000

The above value estimate is based on an exposure period of 12 to 18 months, assuming the basis of a
transaction involving cash to the vendor and is in conjunction with the Assumptions and Limiting Conditions
stated within this appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions
and Extraordinary Limiting Conditions outlined within the Terms of Reference section.

This report describes the methods and approaches to value in support of the above conclusion, and
contains the pertinent data gathered in our investigation of the market.

Should you have any questions, we would be pleased to discuss the valuation further.
Yours very truly,

COLLIERS INTERNATIONAL REALTY ADVISORS INC.

vV~

James Glen, AAC!, P.App
Vice President, Vancouver
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Proparty Name Morningstar Golf Course Size (Yards) 6,893
Addrass 525 Low ry's Rosd, Parksvile Course Size (Holas) 18
Property Typse Golt Course - Dally Fee Number of Bulidings a
Year Buit 1891 Gross Building Area (SF) 17,875
Sile Area (acres) 187.3 District Bectoral Area 'G’
Land Use/Zoning RC1 (Recraation 1) Parking (UG / Surface / Other) 0/104 /15

Final Value Estimate $2,500,000 Dir( Con'parisonpproach $2,350,000

Hfactive Date Apri 17, 2020 ncome Approach

Value per Acre $13,348 Direct income Capitalization $2,200,000
Value par Yard $362.69 Discounted Cash Flow $2,600,000
Going-In Overall Capiaization Rate 8.38%

INCOMEAPEROA - DIRECTCOMBARISONARPRE

Stablized Net Operating income $208,599 Concluded Value/GiM 1.75
Oparating Expense Ratio 83.12% Initial Value $2,850,000
Replacemsni Reserve 4.00% Adjustments ($500,000)
Overali Capitalization Rate 7.75% Adjusted Value $2,350,000
initial Valus $2,700,000 Value per GM 1.44
Adjustments ($500,000) :

Adjusted Value $2,200,000

nvestment Horizon 10 years
Discount Rate 10.50%
Terminal Capitakization Rate 8.00%
Inflation Varies
Valua $2,600,000
Reversionary Value $4,396,858

The above value estimate is in conjunction with the Assumptions and Limiting Conditions stated within this
appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions and Extraordinary
Limiting Conditions outlined within the Terms of Reference section.

File Reference: YVR200180
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Investment Sales

Index Property Name Year Built .~ Sale Date
_No. Property Address _Analysis Price
- . Sle. _ Analysis Price ISF
Salmon Arm Golf Club 1995 8-Jan-20 $340,000
1 3641 Hghw ay 978 8,584 $3,500,000 $38.61
Salmon Arm, BC 8,759,916 $408 9.71%
Arbutus Ridge Golf and Country 1989 21-Jul-19 $425,460
2 3515 Telegraph Road 6,193 $4,500,000 $68.70
Cobble Hill, BC 6,995,736 $727 9.45%
Sunset Ranch Golf and Country 1980 20-Dec-18 $337,000
3 5101 Upper Booth Road South 6,500 $4,000,000 $51.85
Kelow na, BC 5,177,542 $615 8.43%
Bighorn Golf and Country Club - 1-Dac17 $187.500
4 1000 Clubhouse Dr 6,953 $2,500,000 $26.97
Kamioops, BC 5,664,088 $360 7.50%
Fairw Inds Golf Club 1988 31-Juk-15 $227116
5 3730 Fairw inds Drive 6,204 $4,223,867 $36.61
Nanocose Bay, BC 6,167,094 $681 5.38%

File Reference: YVR200180




Colliers

INTERNATIONAL

Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia

General Location Map

FRENCH CREEK

Church Rd

(Google Map data ©2020 Google

Aerial Photograph
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Photographs of Subject Property

Office on lower level of Clubhouse Exterior View of Clubhouse
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Photographs of Subject Property (continued)

Golf Cart Barn Iﬁteﬂbf xterior View of Golf Crt Bam
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Photographs of Subject Property (continued)

wing oI Coure Etrance from Lowry's Road
Looking Northwest

Vie

Maintenance Shop Interior
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Photographs of Subject Property (continued)

Driving Range

Third Hole Fairway

Main Irrigation Pond Main Irrigation Pond
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Terms of Reference

Client and Intended User
The Client of this appraisal is G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Ltd., and
the Intended User is G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Ltd..

Purpose and intended Use of Report
The purpose of this valuation is 1o estimate the current market value as is of the Subject Property described.

This appraisal is provided on a confidential basis and for the sole and exclusive use by G. Powroznik Group
Inc. Receiver-Manager Morningstar Golf Club Ltd. and any other Intended User specifically identified for
disposition assistance only and any third party use of or reliance on this Appraisal Report or any materials
prepared by Colliers international Realty Advisors Inc. (Colliers), is strictly prohibited, except to the extent
that Colliers has provided prior permission in writing, such permission to be provided or withheld in Colliers's
sole and exclusive discretion. In the event that Colliers has not provided said permission G. Powroznik
Group Inc. Receiver-Manager Morningstar Golf Club Ltd. shall ensure and be responsible for notifying the
third party in writing that it should not rely on the Appraisal Report and any use by such third party of the
Appraisal Report or any materials prepared by Colliers shall be at its own risk and that Colliers makes no
representations or warranties of any kind. Notwithstanding anything to the contrary, Colliers shali not owe
any duty to any third party with respect to the Appraisal Report.

The appraisal report must be used in its entirety and any reliance on any portion of the appraisal report
independent of others may lead to erroneous conclusions.

Indemnification and Limitation of Liability

G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Ltd. shall indemnify, defend and hold
Colliers fully harmless from and against any and all claims, liabilities, damages, costs and expenses
(including court costs and reasonable legal fees) resulting from or arising out of the Client's breach of the
professional service agreement relating to the Appraisal Report, wrongful acts or omissions (including any
failure to perform any duty imposed by law), misrepresentation, distortion or failure to provide complete and
accuraie information, or any unautherized use or reliance by third parties on the Appraisal Report or any
materials prepared by Colliers. Except for G. Powroznik Group Inc. Receiver-Manager Morningstar Golf
Ciub Ltd. ‘s indemnification obligations, neither party shall be liable to the other party for any special,
consequential, punitive or incidental damages of any kind whatsoever. Moreaver, to the maximum extent
permitted by law, Colliers’ total liability for any losses, claims or damages arising out of or connecting or
relating to this agreement {under any applicable theory of law) shall be limited in the aggregate to the total
sum of fees and costs received by Colliers from G. Powraznik Group Inc. Receiver-Manager Morningstar
Golf Club Ltd. for the applicable subject report(s).

Property Rights

The property rights appraised are those of the Fee Simple As A Going Concern Interest. The Fee Simple
Interest refers to absolute ownership unencumbered by any other interest or estate, subject only to the
limitations imposed by the governmental powers of taxation, expropriation, police power and escheat.

Going Concern
The estimated value is based on the “total assets of the business” which includes enhancement of the value
of an operating business enterprise which is provided by the assembly of land, building, labour, capital,

File Reference: YVR200180 Page 8
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equipment, marketing, management, etc. The value estimated herein may include a certain amount of
goodwill or enterprise value, the amount of which is sometimes related to the expertise of management.
‘For purposes of this valuation, it is assumed that the property will be under competent management.

Effective Date
The effective date of this valuation is April 17, 2020.

This Appraisal Report is prepared in the context of the market conditions and other factors (including
assumptions and/or materials provided by parties and sources outside of the control of Colliers Realty
Advisors Inc.) prevailing as of the effective date, Real estate markets and assets are subject to significant
volatility and change; and can be affected by numerous economic and political conditions as well as other
conditions. The value contained (if any) in this Appraisal Report is made as of the effective date only and
should not be relied on as of any other date without receiving prior written authorization from Colliers.

Propenty Inspection
The following table illustrates the Colliers professionals involved with this appraisal report, and their status
with respect to the property inspection.

, , SUBJECT PROPERTY INSPECTION 7 v .
APPRAISER INSPECTED EXTENT DATE OF INSPECTION

James Glen, AACI, P.App Yes interior/Exterior Septermber 19, 2018
Andrew Bubr, B. Comm, AIC Candidate Yes Interior/Exterior April 17, 2020

Market Value Definition
For the purposes of this valuation, market value is defined as:

“The most probable price, as of a specified date, in cash, or in terms equivalent to cash, or in precisely
revealed terms, for which the specified property rights should sell after reasonable exposure in a
competitive market under all conditions requisite to a fair sale, with the buyer and the seller each acting
prudently, knowledgeably, and for seif-interest, assuming that neither is under duress.”

{The Appraisal Institute of Canada "Canadian Uniform Standards of Professional Appraisal Practice®. 2020 ed., p. 10)

Exposure Time
An estimate of market value Is related to the concept of reasonable exposure time. Exposure time is defined
as:

“The estimated length of time the property interest being appraised would have been offered on the market
before the hypothetical consummation of a sale at the estimated value on the Effective Date of the
appraisal.”

{The Appraisal Institute of Canada "Canadian Uniform Standards of Professional Appraisal Practice”. 2020 ed., p. 6)

Exposure Time is a retrospective function of asking price, property type, and past market conditions and
encompasses not only adequate, sufficient and reasonable time, but also adequate, sufficient and
reasonable marketing effort. Exposure time is a necessary element of a market value definition but is not a
prediction of a specific date of sale.

File Reference: YVR200180
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In practice, the exposure time assumes the following:

« The property was extensively marketed. Potential purchasers could inspect the property at will.
« The owner provided interested agents with any and all relevant property information.

o Negotiations of any offers to purchase were performed in a timely manner.

« The property was maintained at a physical status equivalent to its present condition.

« Market level financing was readily available.

« The seller was not under duress.

Ongoing discussions with agents familiar with the market have indicated that properties like the Subject
Property typically require a marketing period of 12 to 18 months depending on a variety of factors including
its location, vacancy levels, tenant quality, size, market conditions, and motivation of the vendor/purchaser.,
In. consideration. of these factors, it is concluded that for the Subject property to sell at the market value
estimated as of the effective date of this report, an exposure period of approximately 1210 18 months wouid
be required.

Scope of the Valuation :

This report has been written in a Narrative format, and complies with the reporting requirements set forth
under the Canadian Uniform Standards of Professional Appraisal Practice As such, all relevant material is
provided in this report including the discussion of appropriate data, reasoning, and analyses that were used
in the appraisal process to develop the appraiser's opinion of value. Additionai supporting documentation
concerning the data, reasoning, and analyses are retained in the appraiser's file. The depth of discussion
contained in this report is specific to the needs of the client and for the intended use stated.

During the course of preparing this valuation, the following was completed:

e Property inspection details are indicated previously within the Terms of Reference section of this
report.

o This valuation has been prepared on the basis of summary financial and operating data provided
directly to us by our client or their designated agents, in either hard copy or electronic form or both.
It is assumed that this information, and specifically that relating to the financial performance of the
Subject Property describad, is accurate. This assumption is critical to the value estimate contained
and the authors of this report, and Colliers reserve the right to amend our estimate(s) in whole or
in part should the foregoing not be the case.

« A review has been completed of available data regarding the local market.

e Verification of current land use and zoning regulations has been undertaken. Municipal and
neighbourhood information, including tax information, were sourced as noted below and verified
where appropriate and possible. Site area and dimensions are from information obtained from the
Client. Should further confirmation of site size and dimensions be required, a legal survey should
be commissioned.

e A review of sales and listing data on comparabie properties has been undertaken. Comparable market
information was obtained from our information database and local real estate professionals
knowledgeable in the golf course and recreational real estate market. it was confirmed, when
appropriate, with public information at the LTSA or the parties involved when there was reason to doubt
its accuracy.

o Discussions have been held with market participants where applicable.

File Reference: YVR200180




'ftCOIIiers

Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia _INTERNATIONAL

... - SOURCESOFINFORMATION
ITEM SOURCE
Assessment / Tax information Paragon
Zoning Information City of Parksvilie
Official Aan information City of Parksvile
Site Size Inforrmation Cliant
Buiiding Size Information Cliant
Demographics Sitew ise
Comparable Information MLS/internal Files
Legal Description LTSA
Other Property Data Client
ncome/Expense Statements Client
Budget/Financial Projections Client

Colliers cannot be held liable for any errars in the information that was provided by third parties or by Gary
Powroznik, FCPA, CIRP, LIT of G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Ltd..
The Appraisal Report must be used in its entirety and any reliance on any portion of the appraisal report
independent of others may lead to erroneous conclusions.

Ordinary Assumptions and Limiting Conditions

This report is subject to the Ordinary Assumptions and Limiting Conditions set forth within the Appendix to
this appraisal in addition to any specific assumptions that may be stated in the body of the report. These
conditions are critical to the value stated and should be thoroughly read and understood before any reliance
on this report should be considered.

Extraordinary Limiting Conditions

An Extraordinary Limiting Condition refers to a necessary modification to, or exclusion of, a Standard Rule
which may diminish the reliability of the report. The following Extraordinary Limiting Conditions were invoked
within this report:

As of the date of this report Canada and the Global Community is experiencing unprecedented measures
undertaken by various levels of government to curlail health related impacts of the Covid-19 Pandemic.
The duration of this event is not known. While there is potential for negative impact with respect to micro
and macro-economic sectors, as well as upon various real estate markets, it is not possible to predict such
impact at present, or the impact of current and future government countermeasures. There is some risk
that the Covid-19 Pandemic increases the likelihood of a global recession, however without knowledge of
further anticipated government countermeasures at the national and global levels it is not possible to predict
any impact at this point in time. Accordingly, this point-in-time valuation assumes the continuation of current
market conditions, and that current longer-term market conditions remain unchanged. Given the market
uncertainties of the Covid-19 pandemic, a force majeure event, we reserve the right to revise the value
estimation set out in this report for a fee, with an update appraisal report under a separate appraisal
engagement, incorporating market information available at that time.

Hypothetical Conditions
Hypothetical Conditions are a specific type of an Extraordinary Assumption that presumes, as fact,
simulated but untrue information about physical, legal or economic characteristics of the subject property
or external conditions, and are imposed for purposes of reasonable analysis. No Hypothetical Conditions
were invoked within this report.

File Reference: YVR200180
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Extraordinary Assumptions

An Extraordinary Assumption is an assumption, directly related to a specific assignment, which, if found to
be false, could materially alter the opinions or conclusions. Extraordinary Assumptions presume as fact
otherwise uncertain information about or anticipated changes in the physical, legal or economic
characteristics of the subject property, ar about conditions external to the subject property such as market
conditions or trends, or the integrity of data used in the analysis. The following Extraordinary Assumptions
were invoked within this report:

We have relied on information provided to us by our client or their designated agents with respect to the
status of the tenancy and their contractua! rights and obligations, and financial data relating to the income
and expenses associated with the Subject Property’s operations, as well as the physical attributes of the
Subject Praoperty and environmental condition of the site, including any required capital expenditures. The
assumptions stated are critical to the value estimate contained and the authors of this report and Colliers
reserve the right to amend our estimates should any of these assumpiions be altered in whole or in part.

We have not undertaken a detailed soil analysis, and as we are not qualified to comment on soil conditions,
we have assumed that there are no contaminants affecting the site. However, a full environmental
assessment would be required for certainty and any cost of remedy could potentially impact the reported
value conclusion. The sub-soit is assumed to be similar to other lands in the area and suitable in drainage
qualities and load bearing capacity to support the existing development.

As the date of the inspection and of writing this report precedes the effective date, it is an Extraordinary
Assumption that there are no material changes in the interim to either the physical or operating status of
the Subject Property or the prevailing market conditions that might impact the value conclusions.

With the exception of the foregoing, there have been no other Extraordinary Assumptions employed in the
preparation of this appraisal or report.

Assemblage

When relevant to the assignment, CUSPAP requires that assemblage must be considered and analyzed
as to the effect on value. in the instance of the Subject Property, assemblage is not considered to be a
relevant factor, and therefore no analysis is deemed necessary.

Anticipated Pubiic or Private improvements

When relevant to the assignment, GUSPAP requires that anticipated public or private improvements must
be considered and analyzed as to the effect on value. In the instance of the Subject Property, public or
private improvements are not considered to be a relevant factor, and therefore no analysis is deemed
necessary.

Personal Property

When relevant to the assignment, CUSPAP requires that personal property must be considered and
analyzed as to the effect on value. In the instance of the Subject Property, personal property is considered
to be a relevant factor, and the impact has been considered and analyzed within the valuation analyses
contained herein.

File Reference: YVR200180
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Property Data

Municipal Address
The Subject property is municipally described as 525 Lowry's Road, Parksville, British Columbia.

Legal Description

The Subject property’s legal description is as follows:

LOT A, DISTRICT LOTS 29, 81, 83 AND 126, NANOOSE DISTRICT, PLAN 49145, EXCEPT PARTS IN
PLANS VIP51714, VIP52613, VIP76030 AND VIP79051

PID 014-884-275

Current Ownership
A title search completed for the Subject property indicated the following ownership information:

SOURCEOFTITLE
TITLE NO. SEARCH DATE REGISTERED OWNER 7 » INFORMATION
CA15645576 April 8, 2020 MORNNGSTAR GOLF CLUB LTD. LTSA

Ownership History

Ownership of the Subject Property last transferred on April 30, 2010. According to the information available,
the current owner, EAGLESTAR GOLF INC., acquired the Subject Property from MORNINGSTAR GOLF
CLUB LTD. for the reported consideration of $3,323,000. This transaction is understood to have occurred
at arm's length.

There have been no other transfers of the Subject Property within the past three years.

Current Contracts

Based upon discussions with Gary Powroznik, Managing Director of G Powroznik Group Inc. Receiver-
Manager for the Subject Property, the Subject is currently listed for sale at an asking price of $3,300,000.
Mr. Powroznik reports that in February/March 2019 there were two verbal offers to purchase the property,
one for $1,000,000 and $1,250,000. The Receiver-Manager did not respond to or counter these offers as
they were believed to be far below market value for the property. In November/December 2019, Mr.
Powroznik reports that a potential buyer submitted two Letters of Intent (LOI). The first was for an offer price
of $2,000,000, while the second was for $2,200,000. At the same time, the Reciever-Manager was in the
process of changing golf-course management and felt that the potential buyer should see the new
manager's budget for the next two years, and therefore did not respond, or counter the price in the LOI,

As of late May 2020, it is our understanding that the Receiver-Manager has received a written Letter of
Intent to purchase the property for $2,500,000. A copy of this LOIl was not provided, nor were further details
provided beyond that Receiver-Manager stating it was Vancouver Island based buyer. The Receiver-
Manager intends to counter the LOI at a higher price.

Recent Activity

As we understand it, the property has been listed for sale for $3,300,000 since late 2018/early 2019, but
other than aforementioned verbal offers, there been no other activity on the property.

File Reference: YVR200180
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Title Encumbrances
The Subject Praperty encumbrances are summarized below:

. REGISTRATIONTYPE  REGISTERED BY.
M76300 EXCEFTIONS AND ESQUIMALT AND NANAIMO

RESERVATIONS RALWAY COMPANY
$6060 UNDERSURFACE RIGHTS WEY ERHABUSER COMPANY
LIMITED
897207 COVENANT HER MAJESTY THE QUEEN IN
RIGHT OF THE PROVINCE OF
BRITISH COLUMBIA
THE REGIONAL DISTRICT OF
NANAIMO
s97213 STATUTORY RIGHT OF  HERMAJESTY THE QUEEN N
WAY RIGHT OF THE PROVINCE OF
BRITISH COLUMBIA
EC103437 UNDERSURFACEAND  HERMAJESTY THE QUEEN N
OTHER EXC & RES RIGHT OF THE PROVINCE OF
BRITISH COLUVBIA
EC95138 COVENANT HER MAJESTY THE QUEEN N
RIGHT OF THE PROVINCE OF
BRITISH COLUMBIA
THE REGIONAL DISTRICT OF
NANAMO
EC95146 STATUTORY RIGHT OF  HER MAJESTY THEQUEEN N
WAY RIGHT OF THE PROVINCE OF
BRITISH COLUMBIA
598512 COVENANT PROVINCIAL AGRICULTURAL
LAND COMMSSION
EF171715 STATUTORY RIGHTOF  EPCOR WATER (WEST) INC.
WAY
EF174717 STATUTORY RIGHT OF  REGIONAL DISTRICT OF
WAY NANAMO
EG41354 EASEMENT APPURTENANT TOLOTC, PLAN
49145
EH128035 STATUTORY RIGHT OF  HER MAJESTY THE QUEEN N
WAY RIGHT OF THE PROVINCE OF
BRITISH COLUMBIA
EH137066 EASEVENT APPURTENANT TO LOT C, FLAN
49145
EL.99059 COVENANT REGIONAL DISTRICT OF
NANARMO
CA1545577 MORTGAGE REALCOR MORTGA GE CORF.
CA4484571 MODIFICATION MODIFICATION OF CA 1545577
CA5885281 MORTGAGE CANADIAN WESTERN BANK
CA5895282 ASSIGNMENT OF RENTS  CANADIAN WESTERN BANK
Wx2086315  TAXATION (RURAL HER MAJESTY THE QUEEN N
AREA) ACT LIEN RIGHT OF THE PROV INCE OF
BRITISH COLUVBIA

For the purposes of this analysis, the instruments registered against the title(é) to the Subject Property are
assumed not to have a significant effect on the Subject Property's marketability or its market value. For
greater certainly a legal opinion should be solicited for a full explanation of the effects of these
encumbrances. The Subject Property has been valued as if free and clear of any financing. A copy of the
Subject Property title has been included in the Appendix for further reference.

File Reference: YVR200180
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Realty Taxes / Assessment
The current realty tax and assessment information for the Subject Property is summarized as follows:

. , ' ASSESSMENT & TAXES .

TOTAL 2020 TOTAL ASSESSMENT TOTAL TAX LEVY
ROLL NO ASSESSMENT PER ACRE TOTAL 2019 TAX LEVY PERACRE
769009205.201 ~$3,845,000 $19,461 $24,253 $129.49

Information relating to realty taxes on a sampling of comparable properties can be found within the Expense
Comparables table presented within the Income Approach.

File Reference: YVR200180




Morningstar Golf Course, 525 Lowry’s Road, Parksville, British Columbia | INTERNATIONAL

Location Overview — Parksville

Quaticim
Basch

Hitlees o

Whigkey
Creak Coamb

NanooseBey - .

Enghshmen ]
Rives Falig
Provincul

Park

The property is situated in the municipality known as Parksville, BC. Parksville is located approximately 38
kilometres northwest of Nanaimo's ceniral business district. Major arterials for the district include: Island
Highway West (Highway 19A), Inland Island Highway (Highway 19), Alberni Highway (Highway 4A), and Hirst
Avenue. Parksville benefits from its diverse inventory and it's arterial access via Island Highway and Highway
19.

District Boundaries Adjacent Districts
North Strait of Georgia Strait of Georgia
South Wildgreen Way Errington
tast Strait of Georgia Nanoose Bay
West island Highway W French Creek

The Parksville area is developed with a strong mixture of residential and commercial properties. The district
contains primarily detached residential with attached and strata apartments focused along the Island Highway,
Hirst Avenue, Moilliet Street, and Alberni Highway corridors. The area also hosts larger commercial type users
and multi-tenant commercial facilities along island Highway. Retail inventory is focused along the Island
Highway corridor with intermittent amenities dispersed throughout the city. There is a limited supply of purpose
built office space weithin the area. Light industrial space remains east near Island Highway with a focus in light
manufacturing and warehousing.

File Reference: YVR200180
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Aerial Imge: Parksville, BC
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Site Description
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Area

The site comprises a total area of 187.30 acres

Configuration

(8,158,788 square feet), more or less.

The site is essentially irregular in its configuration, as shown on the site plan above.

Street Improvements / Frontage

Street improvements for the Subject Property are as outlined below:

v
Straet Type Aﬁ‘f ?:ffg‘:’s%
v
v

Street Improvements Frontage Direction No. Lanes
Lowry's Road Varies Two-Way Two-lane Minor Arterial
Roberton Boulevard Varies Two-Way Two-Lane Minor Arterial v
Marningstar Drive Varles Two-Way Two-Lane Connector Street v
Osprey Way Varies Two-Way Two-Lane  Conneclor Street v v

Eile Reference: YVR200180
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Land Use Classification (Zoning)
The Regional District of Nanaimo Zoning Bylaw 500 cusrently designates the property as RC1 (Recreation

1).

Access / Exposure
Overall access to the property is considered to be average. The site enjoys average exposure
characteristics.

Site Coverage Ratio
The site has been developed to a Site Coverage Ratio of 0.00%.

Excess Density
The site has no excess density.

Services
The site is fully serviced.

Topography
The site's topography is variable and at street grade with adjacent roadways and properties.

Soil Conditions

We have not undertaken a detailed soil analysis, and as we are not qualified to comment on sail conditions, A
we have assumed that there are no contaminants affecting the site. However, a full environmental
assessment would be required for certainty, and any cost of remedy could potentially impact the value
conclusions contained herein. The sub-soil is assumed to be similar to other lands in the area and suitable
in drainage qualities and load bearing capacity to support the existing development.

Demographics
. DEMOGRAPHICS AND STATISTICS

Fopulation 1 kmradius 1,690
3 kmradius 12,848
5 kmradius 22,432
Average Household income 1 kmradius $92,256
3 kmradius $97,266
5 kmradius $91,932
Summary

The site provides average access and average exposure characteristics and no adverse influences are
visually apparent.

File Reference: YVR200180
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Land Use / Zoning
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Introduction

Zoning bylaws typically establish ranges of permitted and discretionary uses, in addition to development
restrictions including such factors as maximum building heights, allowable densities, setback requirements,
parking and loading limitations, signage restrictions and other items.

According to the relevant land use / zoning bylaw for the Regional District of Nanaimo, the Subject Property
is currently classified RC1 (Recreation 1). An excerpt from the zoning bylaw is included in the appendices

to this report.

A zoning summary and a listing of pertinent zoning requirements are presented below:

File Reference: YVR200180
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. . 7ONINGSUMMARY
Municipality Governing Zoning Regional District of Nanaimo

Zoning Bylaw Number 500

Current Zoning Recreation 1 (RC1)

Permitted Uses Campground, Outdoor Recreation, Residential Use (1 per parcel)
Current Use Golf Course

Is Current Use Legally Permitted?  Yes

Zoning Change Not Likely

_  ZONING REQUIREMENTS

Conforming Use 7 The existing improvements represent a conforming use within this
zone.

Minimum Yard Setbacks

Front (Meters) 8

Rear (Meters) 5

Side (Meters) 5
Maximum Bullding Height 8.0 Meters
Parcel Coverage 10%

Source: Regional District of Nanaimo

Zoning Conclusions

Detailed zoning studies are typically performed by a zoning or land use expert, including attorneys, land
use planners, or architects. The depth of analysis presented correlates directly with the scope of this
assignment, and it considers all pertinent issues that have been discovered through our due diligence.
Please note that this appraisal is not intended to be a detailed determination of compliance, as that
determination is beyond the scope of this real estate appraisal assignment.

Based on our interpretation of the applicable land use/zoning bylaw, the property use appears to reflect a
legally permitted conforming use. However, the authors are not technically qualified to confirm zoning
compliance, and for greater certainty in this regard, written confirmation from the municipality and/or a
qualified legal opinion should be obtained.

File Reference: YVR200180
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Marningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia

Agricultural Land Reserve

Apporximately two-thirds of the subject property (+125.86 acres out of +187.3 acres) lies within the
Agricultural Land Reserve. The Agricultural Land Reserve (ALR) is a provincial zone in which agriculture is
recognized as the priority use. Farming is encouraged and non-agriculttural uses are controlled. The ALR
covers approximately 4.7 million hectares. It includes private and public lands that may be farmed, forested
or vacant land. Some ALR blocks cover thousands of hectares while others are small pockets of only a few
hectares.

In total, the ALR comprises those lands within BC that have the potential for agricultural production. The
Agricultural Land Reserve takes precedence over, but does not replace other legislation and bylaws that
may apply to the land. Local and regional governments, as well as other provincial agencies, are expected
to plan in accordance with the provincial policy of preserving agricu'tural land.

The Agricultural Land Commission Act sets the legislative framework for the establishment and
administration of the agricuitural land preservation program.
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Description of the Improvements

Property Type

Course Description

irrigation System

File Reference: YVR200180

Golf Course / Daily Fee w/Membership

The subject is a Daily Fee w/Membership golf course designed by architect Les
Furber which opened in 1991. The course features 4 par five's, 10 par four's and
4 par three's. The layout is rated 72.1 with a slope rating of 138.

Fairways feature slightly undulating topography, with the 12th and 13th hole
fairways featuring more dramatic sloping topography. The holes are well shaped,
and of average width with water hazards coming into play on some holes. The 3rd
through Sth holes are separated with a mixture of mature fir and cedar trees, in a
combination of mature and second growth. Greens are average in size, well
protected by strategically placed bunkers. Greens appear in fair to average
condition, with adequate drainage. The holes are separated by various residential
streets and housing subdivisions.

The irrigation system provides sprinkler fed water to the course greens, tee boxes,
fairways and rough and to the driving range. The system is controlled and activated
through a computer-based application (Toro Site Pro V2.1), allowing for water to
be applied to specific areas and at specific times. The application can be
overridden to permit limited hand-watering, as and where needed.

The irrigation system draws its water from the main storage pond and is distributed
through a series of underground pipes and valves to pop-up sprinkler heads. The
main storage pond receives water from an adjacent secondary holding pond and
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three smaller ponds on the property. All the ponds are fed by rain-water. During
the months of February and March the main and secondary ponds can be filled
from Morningstar Creek and added to from three wells during the whole year. All
irrigation ponds are essentially full by the end of May, when the draws for irrigation
start to deplete the reservairs.

Water is driven through the whole system by pumps of varying capacity depending
on required flows. Portable pumps and hose are used to move water from the
Creek into storage ponds. The golf course holds water licenses for the storage
ponds and for the diversion of water from Morningstar Creek. Licenses for the three
wells are being applied for, as required under new regulations.

From 1990 to 2014, the course supplemented its use of storm water with effluent
water under permit from the Ministry of Environment and an agreement from the
Regional District of Nanaimo (RDN). The effluent was being pumped from the
sewage plant at French Creek through pipe running alongside Morningstar Drive
to the holding pond, prior to adding it to the rmain storage pond. The pipe and pump
are owned by the golf course. In 2014, sea water found its way into the effluent
and thus into the ponds, causing damage to greens and other vegetation on the
course, as well as complaints about the strong odour. As a resuit, the RDN
suspended the agreement, pending upgrades to the transfer system by the golf
course and tighter controls and monitaring to use the effluent. it is our
understanding that the RDN has fixed the issue that caused sea water to be
introduced to the golf course's irrigation system.

From 2014 to 2018, with no effluent available, the limited fresh water was used
strategically to keep greens and tee boxes green, while the fairways were allowed
to brown.

In 2019 the Receiver-Manager, in consultation with the RDN, upgraded the transfer
system and developed procedures and, with the approval of the Ministry of
Environment and the RDN, treated effluent became available to the golf course
and was applied. There are reported o be no issues with water.

The course irrigation system, including the storage ponds and the suppiemental
effluent sub-system, were constructed, licensed and commissioned in 1990/1991.

The irrigation system is being regularly maintained and repaired, but repairs
became more reactive than planned in recent years due to inadequate funding.
improvements have been made under the Receiver-Manager, but a more
comprehensive program is needed in the longer term.

The main storage pond was built partially above grade, requiring the construction
of a soil berm (or dam). Recent Dam Safety Regulations (under the Water
Sustainability Act) requires all dams to comply with certain rules, including the
preparation of an Operating Manual and an Emergency Plan. The manual and plan
were prepared by the Receiver-Manager and approval by the authorities. The dam
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Building Age(s),
Size and Layout

Year Built

Quality & Condition

Parking
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inspector advised the golf course owner that trees planted on the berm needed to
be removed and a spillway repaired. Urgent repairs were made in November 2018
to rebuild the overflow from the secondary pond to the primary pond, and there is
an ongoing program to remove vegetation.

The Clubhouse is a two-storey wood frame building on a concrete slab foundation
with log siding constructed in 1991. The upper floor is improved as a restaurant
and bar with patio and kitchen facilities. A Liquor Primary Licence (Bar) specifies
indoor seating capacity of 18 with a patio capacity of 12. A Food Primary Licence
specifies an indoor capacity of 54, a patio capacity of 48. The lower level is
improved with four office spaces for Morningstar Golf Ciub Limited's
administration, men's and women's washrooms, walk-in refrigerator, freezers and
utility and storage areas.

The Pro-Shop building is a one-storey wood frame building constructed in 1991.
Approximately 1,000 SF of space that provide golf and other related retail services
including equipment sales, collection of green fees, golf lesson fees, golf car rental.

The Pavilion is a one-storey wood frame building over a concrete slab with log
siding and an asphalt shingle roof. Approximately 2,025 SF, this building is
primarily used for holding banquets, weddings and other events. This premise also
has a foad Primary Liquor License specifying a capacity of 160.

The Maintenance Workshop building has two bays with overhead doors. This
building Is primarily used for storage of equipment. There is also an office area
along with two washrooms, shower and a lunchroom. A gravel paved yard in the
immediate vicinity is used for outdoor storage and parking maintenance vehicles
and equipment.

The Golf Cart Shed is approximately 2,600 SF and constructed in 2010. This area
is primarily used for the storage of golf carts and member's equipment along with
charging the golf carts.

Other facilities include an approximately 200 SF gazebo, covered toilets and
sheds. The power for each building is assumed to be adequate for the current and
future uses.

The improvements to the property were originally constructed in 1991.

The property represents average quality construction in average overall condition.

The Subject property has on-site parking.

Pawed Surfrace 104 stalls
Grawel Surface (Overflow Parking) 15 stalls
Total 119 stalls
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Age / Life Analysis

Observed Condition

Comments
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Subject to the above description and the comments below, the following is a
summary age / life analysis.

Actual Age 29 years
Effective Age 30 years
Economic Life 60 years
Remaining Economic Life 30 years

The above Agellife Analysis pertains to the economic viability of the Subject
Property in its current state, being the object of professionai property management
and proactive repairs and maintenance, with regularly scheduled capital
expenditures occurring. The Remaining Economic Life does not necessarily
represent the remaining physical viability of the existing improvements.

The property represents average quality construction in average overall condition.

The goif course and its amenities and supporting structures appear to be of
average maintenance and in average condition. It is noted that since the receiver
took over operations of the property in June 2018, the level of maintenance has
increased, such that some deferred maintenance has been addressed. it is our
understanding from the receiver that this process will continue with a view toward
returning the golf course to a level of good maintenance and condition.

Maintenance
Building & Yard \_¢
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Market Overview
COVID-19 Market Update

Introduction

The COVID-19 pandemic continues to have a wade range of impact on political, social and economic
infrastructure. Within the Canadian Commercial Real Estate (CRE) sector, investors. landlords and
occupiers are all assessing impacts, adjusting operations, and building and executing conlingency plans
to support theit people and their businesses.

The severdy of COVID-19 an the Canadian markel is nof yet known, as the situalion continues to unfald,
and forecasts are continuously adjusting. Within the short-term, the immediate health and salety of the
public 1s of ulmost importance. It's unclear how long the spread of COVID-19 will last but the longer ts
lime frame extends, the higher a priorily it becames for businesses to mitigate econamic impact. With this
in mind, we take a quick look at five seclors in the Canadian CRE space lo assess the impact of COVID-19
and how key considerations for decisions can help these sectors through this changing climate.

Colliers
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Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia

Real Estate Implications

Office
o impack 2

Sigethicant areas of impact tar Ihe office sector include remota working adoption and support of technolegy required
10 make this remole work productive. Canadsans have been slaw ta embrace the concept of remote wocking, wath
Canadian Internet Registration Authonty (CIRA) repornng as of 2019 that although S4% of Canadians with home
iNGrRET work trom hame at least occasonally, anly 20% say they do often. As employers shuft gperations from 3
physicat affice to an onting crvironment, they will be testing ihe capacily of their existing mobility programs while

simultancously Implementing new processes 1p account foc untoreseen inetficiencies

Most large organizations and tech-savvy companies have aiready established remate werking oplions for their
employees, but others aren't guite there yet. Typically, companies that are heavily dependent on paper, ae 1ethared
to in-office tochnology, or have strict of gefined business processes rmay nat have well-cstablished or tested work-
remote programs. In these Cases, this period serves a5 a catatysi for wockplace transiarmaton, as such companies

rapidly learn and adopt new practices and perspectives on where and haw empioyees can veork.

__Key Considerations

Occuprers will find that despite the numerous benefits af remote working, dirmmished face-to-face interaction
may present challenges for employee engagement and collaboration This scenario will be mare dithcult for some

indusines than others, depending on the level of interaction that s generally regquired.

Throughout the process, MAntainmng efiective methods of communication should be a top prionity for accupiers.
as should ensuring the appropriale technical infrastruciure and support are set place to enable targe employee
bases to work remntely. Ta learn more about Colers’ 12 best praciices while working remotely, please wisit:

hups.//knavdedse-leadercciliers com/editor/ \2-wavs-ta-wark-remotely-duriog-cand-19/

Occupeors are also beginning 1o plan far cost reducton and cantamment. Relocation decisions are being deferred
through shorter lerr exiensiens. In the long-term, however, ocCupiers may be taced with either having to downsize
or teave thewr office space. In these cases, communicahen with an advisar would be assenlial, az patential options

coutd include sublease agreernents.

Far landiords, continuousty montoring the safety and risk levels of thew buildings and effectively cammumnicating
thas informat:on to 1eNants 1s paramaount. Landiords shautd be menitaring local, provincial and {ederal heatth agency
bultetns, as well as industry commamcations, 10 evaluate any canfirmed or suspecied cases in regions where they
manage assets. This practice also assists landlords in tracking any reporied cases 0 adjacent buildings with which

thixy may share infrastructure of COMMON areas.

File Reference: YVR200180
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Real Estate Implications

Industrial/Supply Chain

Canada’s indusirial sector is expected to be heavily impacted by disruption in internationat supply chans. With
China baing the largest global manufacturer of components, the ripple effect of plant closures in the automotive,

clectronic and pharmaceutical industries has caused a severe disruption.

As a precaution, Beijing ordered an extension of the Lunar News Year holiday plant closures, resulting in plant
produciion comung to a standstill. Chinese manulacturers already had built-up invenitary, but only ta last through
the regular holiday closure; therefore, the extension is causing a massive supply shack in the international supply
chain, with inventories being depleted and manufacturers unable to replenish stocks.

Plant closures and cancelled sailings and flights trom China have also resulted in unarganized assets on a global
scale. This imbalance has created challenges for exporters siruggling 1o find the appropriate containers and
capacity to handie thesr goads. In Canada, this situation has resulted in Port of Vancouver reparng an 85% decline
in volume of Chinese container shipmants with 50% tewer sallings. Logistic companies in Toronto have reported
60% fewer inbound containers. Overall, approximalely 10% of infermediate gaods saurced from China are used 1o
make finished products in Canada; the current chimaie could result in shortages for vanaus sectors depending on

how much Canadian businesses rely on globa! suppliers.

» Key Considerations

N p(ﬂanning for the future, industrial occupiers should assess their risk tolerance to determine inventory levels
required to handle different disruption scenarios. This approach might include increasing inventary fevels as
contingency in some cases, but it also might incorporate employing enhanced sourcing sirategies, taking into
cansideration geographic spread and coordinated inventory management with critical vendars. Occupiers may be
required ta resiructure their financials to allow for more liquidity and seek larger spaces to accommodate the extra
inventory if their mode! is too lean. Doing so coutd be challenging, given the historically low industrial vacancy
rates in Canada’s major markets, with 0.4% vacancy in the Greater Toronta Area and 1.2% in the Metro Vancouver
Area as of B4 209

Optimization of their current holdings allows businesses to redefine their operations and focus on their plan of
action for when the plants reopen. As supply returns to the market, industrial occupiers should capitatize on the
demand oppartunities ta regain their fast capital.

File Reference: YVR200180
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Real Estate Implications

Retail

Due to waraings to avod high-traffic indoar areas and places vathout proper ventilahicn, many shopping malls and
underground pathways have seen a farge reductien n shoppers Assets that are in a retail node with necessiy-
based retalers, primary grocery ang pharmacy, vt find that their consumer traffic remains very high. Depending
on the governmental decrees, neighbourhood streetiront retaders may actually Hind their toet traffic not sigmificantly

reduced, as the perception af salety is fugher wathun this retal subtype.

Retaders may also experience an accolerated shilt to onbine transachons, which we anticigate to have two impacts
1) short-term pressure on beick retaders and 2} medium-term concern with the delvery and distribution channel

workforce while COVID-19 measures take hotd

Given the ympact on Asian manulacturing seclors, same retailers can expect 2 delay in receiving new produdcts due
to supply chair disruptan, Gther retailers will experience a surge in stockpilmg from consumers as they provide
the essential dems ranging irom gracenes 19 disnfectants. The luxury market will also be impacted as it leans
heavily on Chinese CONSUMETS, whao are sel to cantribule almost two-thirds of global groveth m iuxury spending,

according 1o McKinsey & Company.

; Key Considerations

Concerns over the spread of COVID-19 has ted to retailers announcing temparary store closures ranging from a
week 1o two weeks Enclosed mall managers have alt announced reduced operating hours. It wilt be harder tor

retail tenants 1o navigate these chatienges, as foot trathic is essental 1o the prosperity of their business.

During this period. the consumer’s percephion of safety is crutial to maintan and mvesting in sanitization will make
all the difference. Retal businesses and retal tandlards should communicate 1o their customer base the safety
precautions they are 1aking using online channels and assel-level signage. It's recommended that there be a heavy

emphasts on markeling CAMPaigns so pusinesses can bounce back ence the risk of COVID-19 declines.

File Reference: YVR200180
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Real Estate Implications
Investments

Commercial sales activity in all asset classes in Canada remained s1rong m 2019, 1o1aling $53.3 bittion and buoyed
by & sirong year-end with a 13% annual increase in Q4, according to Altus Group's Investment Trends Survoy.
The current uncertanty surrounding the long-term etfecis of COVID-19, however, has certainly paused nvestmaent
activity in Q1 2020 as investors are postponng marketing cHorts, product taunches and plans for expanding

their porifolios.

Ferst amang the concerns are the short- and tang-term impacis the pandemic could have on underlying property
tundamentals and returns, including constraints in supply chain, consumer spending. tusiness investment, hospitality
and international trade. The downturn in the ol and gas sector (apparently only partly 1o blame on COVID-19) will
also continue to negatively smpact specific markets and skow thewr already hesitant recavery. Furthermore, public
commercial reat estate companies, comeng off ane of their sirangest years ever in 2019, have seen thesr unit and

share prices dechne sigraficanily, which wil wnpact further expansion from the pubbic sector.

Key Considerations

The massive decline m interest rates inslituted to help deal with the crisis (Five-year Canada bonds arc 0.61%
at the time of writing, down more than 100 bps from 2019 year-end.} is a significant mitigating factor, Investors
traditionally took to hard assets bke real estate in times of uncertainty and the real estate market in Canada
represents an attractive opportunity, Priar to the crisis, Canada's economy was on a roll, with the labour market
adding 398,000 jobs (2 1% growth) nationally in 2019 and poputation growth at more than 530,000 persons (1.4%

growthi, it is anticipated strong growih will resume once normalcy returns,

The commercial real estate investment market is expected to make a strong recavery once the pandemic concerns
lessen. In particular, weak expected returns in many other sectors should drive capital to commercial real estate
tboth dircct investment and public real estate equity) and the tow interest rates should allow mvestars ta fock
in favourable hnancing rates to expand their real cstate portfolio. Given the recent strength of the underlying
tundamentals of the Canathan commarcial real estate markel, it s anlicipated the etects of COVID-19 on the market

will be 1emporary and sigmificantly shorer than those of past financiat credit crises.
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Economic Overview — Canada

The observations and projections below are taken from the Conference Bo
“This forecast was prepared on January 2™ [2020],
h, this information is included herein to provide an
but should not be viewed as predictive of future conditions,
deal of uncertainty in the curr
d understanding of the information below.

report. As noted therein,
commodity price crash.” As suc

and projections In place prior to these events,
significant events have caused a great
are accordingly cautioned to factor this into their analysis an
undertake any responsibility to update or correct the inform

Canada has the world's 38" largest population and
the world's second largest land mass. The
country's population is dispersed among 10
provinces and 3 territories with nearly 90% of its
people living within 160 kilometers of the United
States border. Canada consistently receives a top
fiteen Human Development Index ranking and a
top twenty ranking for GDP {(nominal) per capita.

Canada's economy consistently receives a top
twelve world ranking. International trade makes up
a large part of Canada's economy, with the United
States as its largest trading partner followed by the
European Union and China. Key Canadian exports
include petroleum, automobiles and auto parts, prec
electrical machinery, aircraft and spacecraft, pharmaceu
knowledge industries of manufacturing, business services, engineering and computer
services have received a top ten global knowledge economy ran
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ious metals, machinery including computers, wood,
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king from the World Bank Institute.

‘Economic Indicators

2019 | 2020 2024 2022 2023 2024
Real GDP (2007 $ millions) 2,086,564 2,129._511” 2,164,178 2,200,847 2,235,517 2,270,081
_f_crcenuge change 1.8 1.8 1.9 1.7 1.6 1.5
“Tatal smployment {000s) 19,043 19,242 18,436 10,629 19,822 20,018
per ge change 2.1 1.0 1.0 i.0 1.0 1.0
Unemployment rate (%) 57 5.6 58 5.5 55 5.5
Personal Income per Capita ($) 48,378 51,325 52,827 54,377 55,980 57,579
g_opulaﬁon (000s) 37,468 37,833 38,198 38,568 38,941 39,314
" percentage ch ] 1.3 1.0 1.0 1.0 1.0 1.0
Single-family housing stars (000s) 60.4 629 59.6 56.4 52.8 48.8
Multi-family housing starts {000s) 164.7 149.2 148.8 149.8 148.1 144.5
‘Rotail Sales (§ millions) 617,449 | 635817 | 654,515 674,012 604,008 714,489
- "Ee_rc_erlgge change 1.9 2.9 3.0 3.0 3.0 3.0
CPI (base year: 200_2_‘1 .0) 1.358 1.385 1.414 1.44i 1.472 1.501
percentage change 1.8 2.0 2.0 2.0 2.0 2.0

Metropolitan Outiook 1: Econarmic Ineights into 13 Canadian Matropolitan
Figures for 2020 and forward reflect foracasts prepared Janusry 2, 2020.
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Economies — Winter 2020. Ollawa: The Conference Board of Canada, 2020.
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Economic Overview — British Columbia

The observations and projections below are taken from the Conference Board of Canada’s latest “Metropolitan
Outlook” report. As noted therein, “This forecast was prepared on January 2™ [2020], before the coronavirus
outbreak and the commodity price crash.” As such, this information is included herein to provide an Indication
of the economic conditions and projections in place prior to these events, but should not be viewed as
predictive of future conditions, as these significant events have caused a great deal of uncertainty In the
current and near term future economic climate. Readers are accordingly cautioned to factor this into their
analysis and understanding of the information below. Colliers does not undertake any responsibillty to update
or correct the information below at a later date.

British Columbia is Canada’s most western province,
as well as the nation's third most populous province.
The province is situated between the Pacific Ocean,
Rocky Mountains, Yukon Teritory and Washington
State. British Columbia is the western terminus for &
many transcontinental highways and railways as well
as ports to Asian markets. The province's capital is the
City of Victoria, while Vancouver is home to half of the
province's population and Canada's third largest metro
population.

British Columbia is Canada’s fourth largest economy.
While resource-based industries continue to be the

primary economic drivers in many regions, British Columbia is home to the largest number of small
businesses and service-oriented economies in Canada. Today, just over three-quarters of economic activity
originates from the service sector, and nearly four-fifths of its workforce are employed in this sector. As
Canada’s Pacific Gateway, British Columbia’s economy is also experiencing growth as a global trading
partner for goods, services and people travelling to and from the Asia-Pacific region to Canada and the
United States. Emerging sectors such as green technology, agri-foods, aviation and aerospace,
biotechnology, digital entertainment and technology are expected to drive the province's future growth.

Province of British Columbi

2024

Economic Indicators 2019 2020 2021 2022 2023
Real GOP (2007 $ millions) 252,703 260,151 265,008 269,093 272,279 275,524
percentage change 2.5 2.9 1.9 1.5 1.2 1.2
Total smployment (000s) 2,569 2,613 2,837 2,663 2,688 2,706
perceniage change 3.0 1.7 0.9 1.0 0.8 0.8
Unemployment rate (%) 48 4.3 44 - 45 4.7 4.7
Personal incoma per Capita ($) 51,227 53,325 55,033 56,605 58,358 60,030
Population (000s) 5,058 5117 5172 5,227 5,282 5,337
percentage change, 1.4 1.1 1.1 1.1 1.1 1.0
Single-family housing starts (000s) 9.5 9.1 8.0 7.1 6.4 59
Mutt-family housing starts (000s) 36.2 28.8 28.9 25.8 250 244
Retail Salas {$ millions) 86,751 80,634 92,368 85,015 97,543 100,205
percentage change 0.9 33 31 29 27 27
CPl (base year: 2002x1.0) 1.314 1.340 1.366 1.394 1422 1.451
percentage change 2.3 2.0 2.0 20 2.0 2.0

Metropotitan Cutiook 1: Ecanomic Insights into 13 Canadlan Matropoliien Ecanomies ~ Winler 2020, Ottawa: The Confersnce Board of Canada, 2020.
Figures for 2020 and forward reflecl forecasts prepared January 2, 2020.
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2019 Parksville Economic Overview

Location

The town of Parksville is located on eastern side of
Vancouver Island, near Nanaimo, on the Strait of |
Georgia/Salish Sea. Itis part of the Regional District of :
Nanaimo, along with the City of Nanaimo, Town of .
Qualicum Beach and District of Lantzville, as wellas 7
unincorporated electoral areas. Highway 19 provides
the primary access route from larger municipalities
across Vancouver lsland. Air service to the area is
available at Nanaimo Airport, providing service to
Vaneouver, Abboisford, Comox; Victoria and Calgary,
or Qualicum Beach Airport for lacal, personal air traffic.
Ferries to the mainland and Gulf Islands are accessible
at Nanaimo. Public transportation in the area is withBC o
Transit, based through the Regional District of L B
Nanaimo.

Economic Activity

Part of the traditional territory of several First Nations, the Parksvilie area started to be claimed by
Europeans in 1873, and a post office was established by 1877. When the railroad was built out from
Nanaimo, settiement grew, based on the jogging industry and tourism. Parksville became incorporated as
a village in 1945. Today, tourism, construction and the service industry are Parksville's chief employment
sactors, due to the long history of catering to people coming into the area to explore the wonderful beaches.
Visitors are now catered to by numerous resorts, hotels, motels and RV parks, attractions such as provingial
parks, mini golf, adventure tours, and even a parrot refuge and wildlife recovery centre. Primary sector
industries include fishing and forestry, but overall their contribution to the local economy is much smaller
than it was histarically. The town has an active retail core, with home supplies, food shopping, financial
services restaurants and more being well supplied, mainly along the istand Highway corridor, but also
spreading out to the south of the highway.

Population

With a population of 13,000 people, the City of Parksville Population Growth

contains less than 1.0% of British Columbia’s total

population. From 2014 to 2019, Parksville’s population has 1.5%

grown an average of 1.3% annually, outpacing British 1.0% Q 7

Columbia’'s growth average of 1.1%. Over the next ten

years, however, Parksville's population growth is projected 05% I I

to slow to 0.7% annually, siower than the provincial growth

forecast of 1.1%. By the end of 2028, Parksville's population 0% - Coeee s .

is projected to reach 13,900 residents. 2019 2022 2024 2029
o Pk @ e Briish Columbia
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Income

The average income for Parksville households is $79,200 Income Growth
which is 24.9% lower than British Columbia's average of 6.0%

$105,500. However, over the next ten years, Parksville's A0%

average household income is projected to grow at 3.4% ’ s S —
annually, outpacing British Columbia's growth rate of 3.3%. By 2.0%

the end of 2029, Parksville's average household income is  0.0% .

projected to reach $109,220 which continues to lag behind 2018 2022 2024 2029
British Columbia's average of $141,380. Furthermore, the
income gap will narrow from 24.9% to 22.7%.

e PAFKS/ElE  =emmeem Bricish Coluimbia

Demographics

On average, the population of Parksville is older than the rest of British Columbia. In 2019, Parksville's
median age was 61.3 years of age as compared to 42.3 years of age for the rest of British Columbia.
Overall, Youth comprise 12.7% of Parksville's population while Adults represent 43.3% and Seniors at
43.9%. This compares to provincial averages of 19.6%, 61.3% and 19.1% for Youth, Adults and Seniors.

By 2029, it is expected that Parksville's median age will grow to 62.2 years of age with the city’s Youth
population growing slightly to 12.8%, Adult population falling to 41.0% and Seniors growing to 46.2%.

British Columbia’s median age is expected to rise to 43.6 years of age with its Youth population falling to
19.2%, Adult population falling to 57.9% and seniors growing to 22.9% of British Columbia’s population.

Demographics

61.3%

50.0%

43.3% 43.9%

50.0%

30.0%

20.0%

10.0%

Parksvile British Coumbia Parksville Briish Coumba

2018 2028

BYouth ®Adut WSenior
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The Golf Course Market

The following overview has been based on our review of various market studies of the golf market which
have been completed in recent years including "Golf Tourism in British Columbia” prepared for the BC
Ministry of Tourism, Recreation and Culture, "Golf Course Development in the Lower Mainland" prepared
for the Development Services Department of the Greater Vancouver Regional District in May 1991, and
"Analysis and Valuation of Golf Courses and Country Clubs” published by the Appraisal Institute in 2003,
2016 British Columbia Golf Market” published by British Columbia Golf, as well as our general research
and experience.

Demographics

Approximately 4.3 million rounds of golf are played annually in British Columbia by a total of 618,000 golfers
(2016 British Columbia Golf Market). The 65+ segment accounts for approximately 50% of all golfers. The
most relevant feature of the golf market is that participation tends to increase with age and higher levels of
income and education. Seniors are regarded as an important target market and are also more likely to take
a golfing vacation than the average golfer. Participation rates are much lower in Generation X (born
between 1965 and 1981) and Millennials (born between 1982 and 2001), with 150,000 and 162,000 golfers
in each group respectively.

Historical Review

Demand In the late 1980's resuited in a strong interest in golf course development, particularly for lands
located in the Agricultural Land Reserve (ALR) within Greater Vancouver. In 1988, an Order-in-Council
removed the authority of the Agricultural Land Commission (ALC) to refuse golf course development within
the ALR. The Order-in-Council changed the status of golf courses from conditional uses to outright uses.
Subsequently, there were many golf course development applications within a number of Greater
Vancouver municipalities. However, each municipality had to approve a development application and had
specific criteria for evaluating such proposals.

Many municipalities throughout Greater Vancouver were under significant pressure from public interest
groups not to approve further goif course developments. In fact, due to strong public opposition to golf
course development on agricultural and environmentally sensitive lands in central areas, local governments
rejected several proposals. As a result, the preceding legislation was repealed in November 1991, by the
newly elected provincial government, and a moratorium on applications for golf course development was
enacted in 1992 (known as Bill 33, Golf Course Development Moratorium Act), which still remains in force
today.

The preceding legislation froze the number of outstanding applications. These applications were reviewed
by the ALC in terms of quality of agricultural land involved, impact on adjacent agricultural areas and the
stage of development of each proposal. A number of applications were exempted from the moratorium as
they were either completed or nearly completed, or were considered to have a limited negative impact on
agriculture, while some proposals were rejected outright as they had not received final approvals from local
governments. The remaining proposals were allowed to proceed as they had received initial zoning
approvals from local governments. However, these proposals were subject to the restrictions that the
maijority control of the property could not be disposed of and that the golf course had to be completed either
within two years after the date which the ALC set the terms and conditions for the golf facility application,
or April 6, 1994.

File Reference: YVR200180 Page 36
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The net effect was a significant reduction in the number of golf course proposals in the ALR as well as the
amount of golf course lands available. In addition, we note that a number of the proposed golf courses did
not proceed as the development costs were beyond the capability of the small investor and the landowner
was limited in his ability to sell the land. However, during the outright approval period, a significant number
of golf courses were developed.

Golf Course Ownership Structure

The four typical ownership structures are municipal, semi-private, private and public. Municipal courses
are owned by the local government as part of their parks and recreational facilities and are run on a break-
even basis. Semi-private and private courses are owned by members of the club and operate as non-profit
societies with any excess profits being returned to the course in the form of upgraded maintenance or a
reserve for future capital expenditures. These forms of golf course ownership are rarely sold. Public
courses are privately owned and operate on a profit-making basis with play available to the general public
and conducted on a green fee format with a variable green fee structure. This form of ownership is the type
of facility which is typically sold.

Golf Course Investment

The overall investment market for existing golf course facilities and potential golf course developments was
very strong in the late 1980's and peaked in early 1991. Generally, local investors tend to look at golf
course development as a short-term investment while foreign investors see it as longer term. Demand for
this type of property stemmed from heightened local and international interest and from international
investors, particularly from Japan. This strong interest resulted in a fairly significant amount of existing golf
courses and development sites being actively marketed or informally available for sale, and at very
aggressive prices that would have been unheard of a few years earlier.

In many cases, purchase prices offered were so high that owners were motivated to sell when they would
not have been otherwise induced. Normal financing considerations did not support the prices paid, with
capitalization rates as low as 4% for share sales of both the operating businesses and the underlying real
estate. Many of these investors were from Asia, particularly Japan and Taiwan, where there is an extreme
shortage of developable land. Japanese businessmen were reportedly accustomed to paying up to $500
per round and up to $1,000,000 far membership in exclusive private golf clubs. As such, alternative golfing
locations, and particularly in North America, were sought to meet the demands of this market. The investors
were also attracted to golf course developments having additional development potential, particularly in the
form of residential uses.

In Greater Vancouver, such investors were, among other factors, attracted to the additional residential
development rights represented by the sales of Furry Creek, Swaneeset Bay, Morgan Creek and Fort
Langley. Further, another motivation to pay high prices for golf properties was the perceived ability to sell
high priced memberships to Japanese businessmen and other wealthy golfers. Sales of memberships
could quickly recapture a substantial amount of the original investment capital. However, the Japanese
market segment expected to account for such memberships had declined significantly, due to problems in
Japan's economy, and in the case of the local market, this demand appeared to have been over-estimated.
Of those existing golf courses in the Vancouver area, such as Mayfair L.akes, and those newly developed,
such as Swaneset Bay and Furry Creek, membership sales were reportedly very slow, and, in the case of
Furry Creek, the membership concept has been abandoned.
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Current Operating Environment

Due to the number of new golf courses that were developed during the early 1990's, a perceived oversupply
of golf courses has occurred at the time and is still an issue in some areas of the province. Particularly
affected were golf courses with below average guality course improvements and clubhouse facilities or
courses that previously did not have direct competition and provided facilities to the beginner to average
player. For example, the Vancouver Island market has shown a number of golf course sales over the past
fifteen years. Morningstar in Parksville, Duncan Lakes in Duncan and Glengarry in Qualicum Beach are
three courses that ali sold in 1997. Morningstar represented a court ordered saie and both Duncan Lakes
and Glengarry were affected by financial difficulty. The preceding is considered somewhat similar to the
Lower Mainland market where there has been a softening trend. Olympic View in Victoria, representing a
championship golf course and an established facility, was acquired in early 1898. Duncan Meadows a 160
acre 18-hole golf course in Duncan sold for $3,472,000 in 2007. In BC's interior, The Dunes, an 18-hole
7,131-yard course in Kamioops sold in 2006 for $5,000,000 and the Kokanee Springs, a 6,604 vard 18-
hole layout sold in 2007 for $9,500,000. in the East Kootenays, the Radium Hot Springs Resort sold in 2010
for an estimated consideration of $10,823,100. This transaction included two 18-hole golf courses and the
resort facilities.

While the 2008 global financial crisis resulted in difficulties for several golf courses, resulting in various
courses being sold via court order, the last five years has seen a resurgence in golf course sales activity,
which has followed some increased interested in the game itself. Although not anything like the 1880's and
early 1990's, there is a feeling amongst golf course owners and managers that years of declining rounds
and lower memberships may have turned a corner.

Selected sales over the last ten years have included:

. Court ordered sale of The Tower Ranch Golf Course in Kelowna in March 2012 for $3,973,000

- Court ordered sale of The Falls in Rosedale in April 2012 for $4,166,000 (including residential
development lands)

- Court arder sale of the Tobiano Golf Course in Kamloops for $4,000,000 in May 2013

- Mayfair Lakes in Richmond for $10,1 56,000 in February 2015

. Westwood Plateau in March 2015 for a reported $13,200,000

- Surrey Golf Club for $41,100,000 in April 2015

. Fairwinds Golf Course for $4,223,967 in July 2015 (part of large mixed-use property)

- Glen Meadows Golf and Country Club in North Saanich in December 2017 for an undisclosed price.

- Bighom Golf and Country Club in Kamloops in December 2017 for $2,500,000

- Long Lands Golf Course in Comox in March 2018 for $2,100,000

. Sunset Ranch Golf and Country Club in Kelowna in December 2018 for $4,000,000

- Arbutus Ridge Golf and Country Club in Cobble Hill in July 2019 for $4,500,000

- Salmon Arm Golf Club in January 2020 for $3,500,000

Sumrary

The demand by investors and developers for golf course facilities and development sites was very strong
and peaked in early 1991; demand began to slowly return over the next 10 to 15 years, only to face the
2008 global financial crisis. As a result, the golf course environment has become increasingly competitive,
with some courses, particularly in more suburban markets with average quality improvements, having run
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into financial difficulty. Golf courses having found niches in the market or courses with superior locations
with amenities have fared much better. This has also been coupled with increasing interest in both the
game and ownership over the last five years (albeit not at levels seen in the 1980's and early 1990's).

The subject property is located in central Vancouver Island, which is a destination golfing area, with

competition primarily from Pheasant Glen Golf Resort and Eaglecrest Golf Club in Qualicum Beach and
Fairwinds Golf Club in Nanoose Bay.
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Valuation
Highest and Best Use

The principle of highest and best use is fundamental to the concept of value in real estate. Highest and best
use, in general, may be defined as follows:

“The reasonably probable use of real property, that is physically possible, legally permissible,
financially feasible, and maximally productive, and that results in the highest value.”

(The Appraisal Institute of Canada "Canadian Uniform Standards of Professlonal Appralsal Practice”. 2020 ed., p. 8)

The four criteria the highest and best use must meet are analyzed following in relation to both the property
as vacant and as currently improved.

As Vacant Analysis

Legal Permissibility

The subject property comprises a single, “hooked” legal parcel that is separated into seven areas by
residential subdivisions and public roadways. Based on information provided by the client, the total site
area is +187.3 acres. We note that this differs from the site area of as +206.61 acres indicated by BC
Assessment. A professional survey is recommended to determine the actual site area.

According to the Regional District of Nanaimo, the property is designated as Parkland { Green Space /
Natural Area within the Official Community Plan for Area ‘G’, and zoned “RC1" (Recreation 1) which allows
for recreational uses such as a playing field, botanical garden, arboretum, outdoor exhibit, golf course,
driving range.

Approximately two-thirds of the subject, meaning +125.6 acres out of an estimated site area of £187.3
acres, lies within the Agricultural Land Reserve (ALR). The Agricultural Land Reserve (ALR) is a provincial
zone in which agriculture is recognized as the priority use. Farming is encouraged and non-agricultural
uses are controlied. The ALR covers approximately 4.7 million hectares. It includes private and public iands
that may be farmed, forested or vacant land. Some ALR blocks cover thousands of hectares while others
are small pockets of only a few hectares.

in terms of compatibility, the surrounding properties are classified and developed with a variety of
recreational and residential properties complementary to the subject.

Legally, the site, as if vacant, is suitable for golf and other ancillary uses.
Physical Possibility
Regarding physical characteristics, the Subject site is irregular in shape and has variable topography with

average access and average exposure. Physical and locational features appear supportive of recreational
uses for the site's highest and best use.
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Financia! Feasibility

Based on a physical inspection, the property is considered to be functional for golf course use, with the
possibility of financial feasibility being achieved if costs are contained and revenues enhanced. However,
based on a review of past financial statements, the current operations are not yet financially feasible.

Maximum Productivity
Of the various legally permissible, physically possible, and financially feasible uses available, the maximum
productivity of the property would be achieved with development for recreational use.

As Vacant Conclusion

Limited to development as recreational uses by the land use regulations. All other uses would require an
OCP amendment and re-zoning. Additionally, two-thirds of the property is within the ALR, which would limit
alternate land use to those agricultural in nature.

As Improved Analysis

Legal Permissibility

The current use is a permitted use within the applicable zoning and/or land use bylaw requirements affecting
the property. There are no known private or other restrictions negatively impacting use of the property.
Therefore, the current use is considered legally permissible.

Physical Possibility

The site is of a sufficient size, configuration, and topography to accommodate the property's present use
as improved in an efficient and functional manner. Therefore, the current use is considered physically
possible.

Financial Feasibility

Based on a review of past financial statements, the current operations are not financially feasible, unless
costs are reduced and revenues enhanced. The economic viability of the subject property should be
apparent following a period of stabilization. The property should be an income generator once stabilized
within the limits of the existing allowable land use.

Maximum Productivity

Of the various legally permissible, physically possible, and financially feasible uses of the property as
improved, the current use is considered to represent the maximum productivity of the property with a view
towards increasing revenues and controlling costs.

As Improved Conclusion

Based on the previous discussion, the highest and best use of the Subject property as-improved is
concluded to be represented by a continuation of its existing use as a Daily Fee w/Membership Golf Course
development.
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Valuation Methodology

Traditionally, there are three accepted methods of valuing real property:

« Cost Approach;
o Direct Comparison Approach; and
¢ income Approach.

The selection of a relevant methodology depends upon the nature and characteristics of the real estate under
consideration.

1)

2)

3)

File Reference: YVR200180

The Cost Approach is a method through which a value indication is derived for the fee simple
eslale by estimating the current coet to construct a reproduction of (or replacement for) the existing
structure, including an entrepreneurial incentive or profit; deducting depreciation from the total cost;
and adding the estimated land value. Adjustments may then be made to the indicated value of the
fee simple estate in the Subject property to reflect the value of the property interest being appraised.

The Direct Comparison Approach examines the cost of acquiring equally desirable and valuable
substitute properties, indicated by transactions of comparable properties, within the market area.
The characteristics of the sale properties are compared to the Subject property on the basis of time
and such features as location, size and quality of improvements, design features and income
generating potential of the property.

The Income Approach is based on the premise that properties are purchased for their income
producing potential. it considers both the annual return on the invested principal and the retun of
the invested principal. This valuation technique entails careful consideration of contract rents
currently in place, projected market rents, other income sources, vacancy allowances, and
projected expenses associated with the efficient operation and management of the property. The
relationship of these income estimates to property value, either as a single stream or a series of
projected streams, is the essence of the income approach. The two fundamental techniques utilized
within the Income Approach include the Overall income Capitalization and Discounted Cash Flow
Techniques. '

The Overall Income Capitalization Technique analyzes the relationship of current projected
stabilized net operating income to total property value. The stabilized net operating income is
capitalized at a rate that implicitly considers expected growth in cash flow and growth in property
value over a buyer's investment horizon. The implied value may be adjusted to account for non-
stabilized conditions or required capital expenditures to reflect an as is value.

The Discounted Cash Flow Technigue models a property's performance over a buyer's
investment horizon from the date of acquisition through the projected sale of the property at the
end of the holding period. Net cash flows from property operations and the reversion are discounted
at a rate reflective of the property’s economic and physical risk profile.
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Selection of Relevant Methodology

As the Subject is an investment property, the Income Approach represents the decision making process of
knowledgeable buyers and sellers of this property type. Accordingly, the Income Approach is deemed
applicable, and has been utilized herein. The Overail Income Capitalization and Discounted Cash Flow
techniques are both deemed applicable, as they would be reflective of the actions of typical prudent
purchasers for properties of this type. Accordingly, both techniques have been utilized within this analysis.

While the Direct Comparison Approach is most pertinent in the valuation of owner occupied or vacant
properties, it is also commonly utilized as a supporting approach in the valuation of income generating
properties. Accordingly, the Direct Comparison Approach is deemed applicable, and has been utilized
herein. ’

Knowledgeable buyers and sellers typically do not rely on the Cost Approach for valuing properties similar
to the Subject. Accordingly, the Cost Approach has not been utilized herein.
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Income Approach

The Income Approach is based on the premise that properties are purchased for their income producing
potential. it considers both the annual return on the invested principal and the return of the invested principal.
As the subject is a going-concern golf course property, the process of estimating is to prepare future operating
projections. The relationship of these income estimates to property value, gither as a single stream or a series
of projected streams, is the essence of the income approach. The two fundamental techniques utilized within
the Income Approach inciude the Overall Income Capitalization and Discounted Cash Flow Techniques. The
Overall income Capitalization method has been used in this analysis.

Firstly, to determine revenues we must examine the local competitive set and determine the
reasonableness of the projected revenues.

Competitive Market Analysis

The subject's competitive set is comprised of facilities in proximity to the subject property that are
considered to represent a reasonable alternative to the subject. Although there are many golf courses within
the subject vicinity, not ali are considered to compete directly with the subject. Based on discussions with
the course manager for the subject, the subject's competitive set is summarized in the chart below.
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COMPETITIVE SET MAP
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Green Fees and Rounds

For Daily Fee wiMembership properties such as the subject, revenue is derived from members, day golfers
visiting the property to play golf, rent goif carts, use the driving range and any other practice facilities, and
patronize the pro shop and food and beverage outlets. Out of these revenue streams, revenue from green
fees is often the largest (although not always). A review of green fees as quoted on each competitive
property's website is not necessarily relevant to the actual average green fee a property generates during
a typical year as there are often discounts, group rates, and complementary rounds provided. Having said
this, the competitive set's rack rates do provide a useful picture of the reasonableness of the subject’s rack
rates.

One of the primary metrics on which revenue can be projected is the number of golf rounds a property
generates. Such information is not always readily available, with many course owners and managers
viewing such statistics as proprietary pusiness information. Nevertheless, we have obtained some figures
and estimates of other figures in our discussions with various individuals familiar with the general market.
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Name

Peak Rates

COMPETITVE SET MARKET SURVEY.

Shoulder Season Rates
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Winter Season Rates

Pheasant Glen Golf Resort

Eaglecrest Golf Club

Fairw inds Golf Course

Crow n Isle Goif Resort
Campbell River Golf &
Country Club

Morningstar Golf Course
(Subject)

$47.00 Early Start
$73.00 8:00-1:00
$59.00 1:00-2:30
$49.00 2:30-3:30
$39.00 3:30-4:30
$28.00 After 4:30

$60.00 - 18 holes
$50.00 - 18 holes {lsland
Resident)
$42.00 - 13 holes
$40.00 - Early Tw ifight (Noon)
$30.00 - Late Twilight (2 pm)
$25.00 - Dusk (4 pm)

$53.00 Early Start
$64.00 7:30-12:00
$73.00 12:00-2:00
$53.00 2:30-4:30
$32.00 After 4:30

$99.00 - open-1:00
$69.00 - 1:00-close

$66.00 - 18 holes
$40.00 - 9 holes

$46.00 7:30-9:00
$58.00 9:00-1:00
$36.00 1:00-2:00
$33.00 2:00-3:.00
$28.00 Afer 3:00

$52.00 - 18 holes
$42.00 - 18 holes (ksland
Resident)
$34.00 - 13 holes
$32.00 - Early Twilight {Noon)
$28.00 - Late Tw light (2 pm)
$25.00 - Dusk (4 pm)

$53.00 7:30-12:00
$47.00 12:00-2:00
$41.00 2:00-4:00
$26.00 After 4:00

$79.00-$99.00

$55.00

$45.00 - 18 holes
$30.00 - 9 holes

$35.00 (18 holes) / $27.00 (9
haoles)

$26.00

$41.00 8:00-11:00
$31.00 11:00-2:00
$26.00 After 2:00

Closed

$30.00 - 18 holes
$20.00 - 9 holes

Based on the above information the subject property is, as of 2019, achieving 18,821 rounds, which
represents a market penetration of approximately 75%. Based on the competitive set, the fair share of
rounds for the subject is 25,236. The low rate of market penetration is due to the physical and management
issues that have been present at the course between 2012 and early 2018.

~ MARKET ANALYSIS - ROUNDS

Market Number of rounds 151,409
Market Number of holes 108
Market Rounds per hole 1,402
Subjact Rounds 18,821
Subject Rounds per hole 1,046
Market Penetration 75%
Subject fair share founds 25,236

Membership
Another source of revenue for the subject is the sale of memberships. As noted in the historical statistics
table in previous section, membership steadily declined between 2012 and 2018 as financial and physical
problems with the course increased. Since the property has been placed in receivership, significant physical
improvements have been completed to address irrigation issues. Professional management has been
rationalizing costs, but also working to convince previous members to the return to the club, as well as
attract new members. This has been reflected in the increase of members between 2018 and 2020.
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Discussions with the Receiver-Manager indicate between three and five new members have been
processed over the last two weeks.

Similar to average green feas (not rack rates) and number of rounds played, the number of members each
club in the competitive set is generally considered proprietary information and is challenging to obtain.
Membership dues are typically easier t0 obtain. Information obtained is summarized below.

| COMPETITIVE SET MEMBERSHIP DETAILS

Approx.
Name Entrance Annual Number of
Fees Dues
Members
Pheasant Glen Golf Rasort $1,000 $2,660 300
Eaglecrest Goif Cub $500 $750 200
Fairw inds Golf Course TBC TBC 250
Crow n lsle Golf Resort nla $3,900 300
Carmpbell River Golf & Country nia $4.750 150
Club :
Morningstar Goif Course
/| 865 15!
{Subject) ma $2.86 S

According to the study “20186 British Columbia Golf Market" as published by British Columbia Golf in March
2017 (and the most current data available) there is a significant relationship between age and golf
participation. The report states that the participation rate amongst those 65 years and older is the highest
of any age segment. Based on the current estimated number of members within the competitive set, the
subject currently has a market member penetration of 62.69%. Similar to the number of rounds played, this
primarily due to the physical and management issues that have been present on the course between 2012
and 2018. With changes implemented since then the subject fair share of members is estimated at 223.

There is potential for membership to increase in the marketplace due to the demographics present in the
subject vicinity. Following is a 20-minute drive-time analysis that indicates the potential number of members
for the market may be approximately 1,720, meaning the potential fair share for members may be 287
members.
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, MARKET ANALYSIS - MEMBERSHIP .

Market Number of members 1,340
Market Number of holes 108
Market Members per hole 12.41
Subject Members 140
Subject Merrbers per hole 7.78
Market Penetration 62.69%
Subject Fair Share of members 223
Total Fopulation Over 65 -~ 20 min drivetime 14,253
Participation Rate per Galf BC Report 26.85%
20 min drivetime area Golfers Over 65 3,827
% Over 65 Golfers that are "Core" Golder per Golf BC Report 75%
Number of Core Golfers Over 65 - 20 minule drivetime 2,870
Assumed 60% of Core Golfers Over 65 become members 60.0%
Potentlal Market Number of members 1,720
Fotential Market Member per hole 15.83
Potentlal Subject Falr Share of members 287

Revenue and Expense Analysis

Revenue

As noted, the property derives its revenue from number of departments, the most important being green fees,
annual memberships, and ancillary golf revenues such as pro-shop retail sales, cart rentals and food and
beverage sales at the restaurant.

We have reviewed financial statements provided by the Receiver-Manager for the years of 2014 to 2019, as
well as a budget for the current year. These statements, which also show expenses, are shown on the following

page:
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The subject has not been profitable in recent history, however with prudent management it is assumed that the
property can be brought to profitability over time. Therefore, our analysis will focus on Year 5 Net Operating
Income, the estimated year of project stabilization..

Green Fees

Golf revenues generated approximately 25.3% to 39.5% of the total gross income of the subject property over
the period of 2014 to 2019. Total fees generated are a function of the number of rounds played by the public
and the average fee collected per round.

The current year budget for green fees is 31.86% of total gross income, or $390,930. Based on our market
analysis this amount is considered reasonable. Adopting this figure for the current year and assuming
growth as outlined in the Discounted Cash Flow Analysis (DCF) section, green fees are projected at
$540,977.

Membership Revenue

The subject has a membership category that sell annual golf privileges to individuals. This category
generated between 27.4% and 32.4% historically, with the low end of the range coming In 2018 when the
club went into receivership. Membership revenue increased during 2019 and is budgeted at 29.06% of total
gross income, or $356,500. Our review of membership rates of the competitive set indicates the subject’s
current rates are reasonable, although this is partially due to the need 1o attract members to the property.
Based on our assumed growth rates, Stabilized Year membership revenue is projected at $524,522.

Golf Cart Revenue ,
Revenues in this category are generated from golf cart rentals, or fees charged for the use of golfer-owned
carts on the course. Golf cart revenue has accounted for 6.0% to 11.9% of total revenue historically. The
current budget has this category at 9.66% of total revenue, or $118,495. The golf course manager indicates
that historically the subject has average between $4.00 and $5.00 per totaled round played. The current
budget of $5.86 per projected total rounds played is considered reasonable and has therefore been
adopted. Based on our assumed growth rates, Stabilized Year golf cart revenue is projected at $162,466.

Other Golf Course Revenues

This category encompasses all golf related revenues not associated with the preceding three categories
and includes driving range fees, tournament revenue and trail fees. This category has ranged from 0.0% to
7.0% with the lower figure due to fact that such revenues have been historically included within either green
fees or golf cart revenues. The current budget indicates 5.62% of total revenue, or $69,000. Based on our
assumed growth rates, the Stabilized Year revenue for this category is projected at $94,484.

Pro Shop Revenue

Pro-shop revenues ranged from 2.2% to 14.6%, of total revenue between 2014 and 2019, Management's
current budget has pro shop revenue 6.92% of total revenue, or $84,857. For the purpose of projection, we
have forecasted an amount of $89,179 in our stabilized year.

Food & Beverage

The property’s food and beverage operations consist of income from the sale of food and beverage items
in the clubhouse and throughout the golf course. This total income has ranged from 10.1% to 22.1% on a

File Reference: YVR200180




%Xdemms

INTERNATIONAL

Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia

historical basis. The current budget as prepared by management has this income category at $207,111, or
16.88% of total revenue. Although this department has struggled in recent years due to mismanagement
and un-controlied costs, as well as closing for a period through 2017 and 2018, it is an expected amenity
on a higher quality golf course. For the purpose of stabilization, we have projected this income at $215,521
during our stabilized year.

Expenses
Golf course properties such as the subject typically have three primary categories of expenses.

Direct Expenses are costs associated with a specific revenue department such as green fees, or food and
beverage. Such expenses can include the cost of goods sold, labour related to operating or maintaining the
department, and any maintenance and repairs directly associated with that department.

Undistributed Expenses are costs that are limited to a specific department and typically include general and
administrative costs, general repairs and maintenance, management, marketing, professional fees and
utilities.

Fixed, or Other Expenses are costs such as real estate taxes and insurance for the property.
Given ihe subject's operating history, and in order to determine an appropriate level of expensés for the

subiject on a stabilized basis, we have reviewed expenses for goif course properties throughout the province
of BC as such information is not always readily available. This expense survey is shown on the following

page.
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The operating expenses and taxes projected for the Subject property are outliined above. The following
table summarizes the corresponding expenses for a selection of comparable properties.

Direct Expenses

Golf Course Maintenance

Traditionally, these expenses include the clubhouse expenses and the course maintenance costs directly
related to the golf operations, including wages and supplies for the upkeep of the property and activities
such as the collection of fees and the provision of services to golfers while on the courses. The golf
operations category includes customer services (employee wages & benefits and supplies). The ciub’s
maintenance includes all wages, benefits and supplies required 1o maintain the courses in top playing
condition. The club has historically seen costs in this category range from 54.9% ta 85.7% of golf course
revenues (excluding cart revenue). The Receiver-Manager's budget has reallocated some of these costs
into other categories and has a current year cost of 71.06% of golf course revenue (excluding cart revenue)
For the purpose of this valuation, we have adopted the current budget and then, stabilized this category at
60.0% of golf revenue (excl. golf cart) for year two, declining to 50.0% thereafter.

Golf Cart Expenses

This category relates to maintenance, repair and supplies for golf carts. The subject has historically seen
costs in this category range from 0.0% to 20.3% of golf cart revenue (with the lower figure likely due to
allocations to other departments). The current budget has B.71% of cart revenue. For the purpose of our
analysis, we have adopted the current budget and then stabilized this category at 10.0% of golf cart revenue
thereatier.

Pro Shop Labour/Cost of Goods

This expense category includes the cost of goods sold in the shops plus the direct expenses in achieving
these sales, i.e. labour, benefits and supplies. These expenses have historically ranged from 129.2% to
432.2% of retail revenues, which is consistent with the theme of mismanagement of the subject. The current
budget indicates an expense of 136.00% which represents a transition towards this department building
profitabie in ihe future. Similar golf courses have historically maintained a cost in the range of 67% to 100%
of revenues, leaving a departmental profit of 0% to 33%. As a result, we have stabilized this cost at 100.0%
of pro shop revenue in the year after the initial budgeted year, and then declining to 90.0% thereafter.

Food and Beverage Labour/Cost of Goods

The property's food and beverage costs have historically ranged from 72.3% to 359.2% of food and
beverage revenue. Management's budget for this category for the current year is at 58.84%. Full-service
food and beverage operations in first class golf clubs usually achieve an expense ratio of 70% to 90%. We
have therefore forecasted these costs at 80.0% of food & beverage revenue in all years after the initial
budget year.

File Reference: YVR200180




' Colliers

Marningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia INTERNATIONAL

Undistributed Expenses

General and Administrative

This category includes all expenses that are incurred in operating the property but that cannot be charged
to a specific operating department. These expenses have varied in the range of 2.4% to 20.3% of total
revenue. The Receiver-Manager’s budget has forecast this category at 5.61% of total revenue the current
year. We have stabilized this expenses category at 5.0% of total revenue.

Repairs & Maintenance

These expenses include on-going maintenance of the property, including repairs, of non-departmental
portions of the property. Historically, this expense category has ranged from 1.9% to 4.5% of total revenue.
The Receiver-Manager has budgeted this category at 0.46% of total revenues for 2019 and 1.3% for 2020.
For the purpose of stabilization, these expenses are maintained at 1.5% of total revenues on a stabilized
basis, which is believed appropriate given the nature & quality of the property.

Management

The property has not typically allocated a management fee for the property. However, since the Receiver-
Manager's appointment a management fee of ranging from 14.6% to 21.0% of total revenue. For the
purposes of our analysis we have used a stabilized 10.0% of total revenue.

Marketing

The resort has historically spent between 0.4% to 2.4% of total revenues on promoting the property. The
Receiver-Manager's current budget has forecast this category at 1.80% of total revenues. For the purpose
of this valuation, we have stabilized these expenses at 2.0% of total revenue.

Professional Fees

These costs have historically ranged from 0.1% to 2.1% of total revenues. The Receiver-Manager's budget
has allocated these costs to other categories and so there are no expenses for the current year budget.
For the purpose of this report, we have stabilized this expense category at 0.5% of total revenue.

Utitities

These costs have historically ranged from 2.4% to 5.3% of total revenue. The Receiver-Manager's budget
has forecast this category at 4.13% of total revenue for the current year. For the purpose of this valuation,
we have applied a 4.0% of total revenue to the budgeted figure each year of analysis.

Other Expenses

Other expenses include real estate taxes and insurance. Our stabilized estimates are based on actual
expenditures for 2014 through 2019 and the Receiver-Manager's budgeted amounts, at 2.09% of total
revenue for real estate taxes and 2.13% of total revenue for insurance. For the purpose of stabilization, we
have projected a 2.0% increase per annum for the current budgeted insurance and property tax costs each
year of the analysis.

Reserve for Capital Replacement

In addition to the operating expenses above, investors typically include an allowance for structural repairs
or other non-recoverable expenses for the purpose of valuation. In this respect, a Contingency Allowance
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equal to 4.00% of the Effective Gross Income has been deducted within our Pro Forma Income Projection.
In Year One this allowance has been forecast at $64,932.

Total Expenses
Adding the expenses as described above results in forecast Stabilized Operating Expenses in an amount

equal to $1,417,549.

Net Operating Income
Based on the foregoing, Stabilized Net Operating Income is projected at $208,064.
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Pro Forma Income Statement

Based on the foregoing, a Pro Forma Income Statement for the Subject Property is presented below.

PRO FORMA INCOME STATEMENT

Green Fees 24,961 rounds @ $21.68 avg/round $541,154

Membership Revenus 195 members @ $2,365 avg/member $461,097
Golf Cart Revenues $163,760
Other Gotf Course Revenue $169,236
Food & Beverage $215,522
Pro Shop $82,532
POTENTIAL GROSS INCOME , . . $1,623,301
EXPENSES
Golf Course Maintenance ($585,744)
Golf Cart Expenses ($15,376)
Pro Shop Labour/COGS (874,279)
Food and Beverage Expense/COGS ($172,418)
General & Administrative ($81,165)
Repairs & Maintenance ($97,398)
Management ($162,330)
Marketing ($32,466)
Professional Fees ($8,117)
Utilities ($64,932)
Real Estate Taxes ($27,797)
nsurance ($28,285)
Contingency / Structural Allow ance @ 4.00% EGI (564,932)

TOTAL EXPENSES . ($1,415,237)
NET. OPERATING INCOME o - ~ $208,064
(1) Less excluded tenants w here applicable.
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Significant Investment Characteristics of the Subject Property

The following summarizes the major investment attributes of the Subject Property that potential investors
would consider when determining an appropriate return and yield when making a purchase decision.

Market

Low value of the Canadian dollar versus the US currency is keeping local residents north of the border.
The same weak Canadian currency is atiracting foreign real estate investment.

Long term growth potential in both the number of golfers and general population in the area.

Location

In a rural environment in the Parksville area, approximately 35 kilometres north-west of Nanaimo and 120
kilometres north-waest of the Victoria/Capital Regional District.

Accessible from Highway 19 (Inland Island Highway), a major provincial highway via Highway 4A.

Physical Attributes

A modern layout attractively landscaped with predominately forested terrain, multiple tee boxes and some
riverfront holes.

A course of an average level of difficuity making for reasonably fast play

Full service restaurant on site.

Driving range.

QOperational

Property has a challenging historical operating environment.

Food and beverage operations are seasonal and a challenge to operate profitably. The COVvID-19
pandemic will add to the difficulty of maintaining revenue in this depariment.

Receiver-Manager has spent the last 12 to 18 months making major repairs to the irrigation and dam
systems. The course has begun to return to historical conditions that once made the course popuiar.

The Receiver-Manager has also hired experienced golf managers who have history with the area, including
time at competing courses.

Conclusions
Positive Aspects Well-designed golf course with attractive layout at affordable prices in the
popular Central Vancouver Island golf area
Offers food and beverage services.
Negative Aspects Golf as a game has experienced decline since the 1990's, adding risk to

the investment class, although investors have returned in the last two to
three years.

Property is still in a transition phase with an expected 18 to 24 months to
stabilization of revenue and profit levels.
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Investment Analysis

Investment Alternatives
Following are current investment yields with respect to various alternative investments.

ANADIAN A R

Colliers

INTERNATIONAL.

Gowvt yields Offlce REITS Industrial REITS Retall REITS Apartment REITS Diversified REITS
BOCOR 0.25%] Allied 4.0%| Summit 5.7%{ RioCan 9.6%! CAP 3.1%| Morguard 18.0%6
GOC 5yr 0.46%| DREAM 4.8%| DREAM 7.6%| First Cptl. 6.4%] Killam 4.1%] H&R 15.2%
GOC 10yr 0.60%| Slate 11,0%| Granite 4.7%{ Smart 9.2%]| Boardwalk 4.1%] Artis 6.4%

Source: Bank of Canada, BMO Capital Markets as at April 23, 2020

Investment Parameters
Following are the results of the most recent commercial real estate return surveys, as expressed by overall
capitalization rates and discount rates.

Investment Type

Q1:2020 Investment Parameters

Overall Capitalization Rates

Discount Rates

Industrial
Single 5.00% - 5.25%
Multi 5.25% - 5.50%

Downtown Office

Class 'AA’

5.00% -~ 5.25%

Class ‘B’

5.25% - 5.50%

Suburban Office

Class ‘A’ 5.25% - 5.50%
Class 'B’ 5.50% - 5.75%
Retaii

Regional/Power 5.25% - 5.50%
Community 5.25% - 5.50%
Strip Plaza 5.25% - 5.50%
Muiti-Residential

High Rise 4.00% - 4.25%
Low Rise 4.25% - 4.50%

Source: Collisrs Inlernational Realty Advisors (OCR)

Comparable Transactions

The task of determining an appropriate overall capitalization rate is best served through an analysis of
current market activity. In consideration of the characteristics described above, the transactions
summarized in the table on the following page have been selected and analyzed.

Further details of these transactions can be found in the Appendix section located at the end of this report.
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, 4:';Sun Peaks
“Kamiops f;;iimb‘} Arm
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N

Courtenay.
Y #

\ iy
Nanaimos Richmonds=® ™=
SUITEY ™ WA

srand Forkyss:

COMP DISTANCE NAME ADDRESS 0CC. SALEDATE OAR $ISF
Subject - Momingstar Galf Course 625 Lowry's Road, Parksvills, BC 00.0% - - s$88
No.1 3868km  Salmon Arm Golf Club 3641Highway 878, Ssimon Arm, BC 18/2020 9.7% $408
No.2 93.0km Arbulus Ridge Golf and Couw 351 Telsgraph Road, Cobble Hifil, BC 7129200 9.45% $727
No.3 367.3km  Sunset Ranch Golf and Cour 501Upper Boath Road South, Kelowna, BC ©/20/208 BA3% $66
No.4 3273km  Bighom Golf and Country Ch 00D Clubhouse Dr,Kamloops, BC ©y2om 7.50% $380
No.5 BIkm Falrwinds Golf Club 3730 Falrwinds Drive, Nanoose Bay, BC 7137206 5.36% $681
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Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia

Capitalization rates tend to vary between properties depending to some extent on such factors as location,
size and type of development, quality and condition of improvements, and amenities provided. Combining
all of these features with considerations of leasing history and trends, strength of tenancy and income
security, the overall capitalization rate tends generally to reflect the perceived quality and durability of the
property's income earning capacity.

Properties with a strong rental history and stable tenancy with the perceived potential for increases in
revenues tend to trade at comparatively low overall capitalization rates as compared to properties which
have a history of vacancy, poor tenant covenants, physical and/or locational challenges, or other forms of
perceived instability.

Analysis of Comparable Sales

The selected transaciions periain io activity that occurred between July 2015 and January 2020. The
properties vary in size from 6,193 square feet to 8,584 yards and were originally constructed between 1988
and 1995. These transactions represent capital investments that range from a low of $2,500,000 to a high
of $4,500,000. The stabilized overall capitalization rates indicated by these transactions vary from a low of
5.36% to a high of 9.71%.

The upper end of the range is set by Comparable Transaction No. 1, at 9.71%. In comparison with the
Subject Property, this property exhibited a motivated vendor (due to a member owned ownership structure
that was seeing strain from a decline in new members replacing old members who wished to retire) as well
as an inferior Salmon Arm location. For these reasons, the indicated overall capitalization rate for this
transaction is deemed to be over-stated in relation to the Subject Property.

The lower end of the range relates to Comparable Transaction No. 5 at 5.36%. Relative to the Subject
Property, this property reflects a transaction that occurred during a period of inferior market conditions,
warranting an upward adjustment. However, the property is not within the ALR and has fairly favourable
medium to long-term redevelopment potential. Furthermore, this property was acquired as part of a large,
comprehensive development site. Consequently, this transaction is considered to provide an under-stated
overall capitalization rate indication relative to the Subject Property.

The remaining three transactions present a somewhat narrower range in overall capitalization rates of
between 7.50% and 9.45% and are deemed to be generally representative of an appropriate range for the
Subject. It is felt that Arbutus Ridge Golf and Gountry Club at 9.45% is inferior due to a portion of the
property being on leasehold land, as well as the fact that a sizeable portion of the revenue stream comes
from non-golf activities such as the event facilities and restaurant and bar, which typically have higher
operating costs. Furthermore, it is believed there is no upside in any revenue stream. Sunset Ranch Golf
and Country Club at 8.43% sold during a period of inferior market conditions and so a downward adjustment
is warranted. Revenue at this property is considered to be maximized. Bighorn Golf and Country Club at
7.50% is superior to the subject due to a preferable Kamioops location and revenue upside.

Based on the foregoing analysis, it is our opinion that an appropriate overall capitalization rate applicable

to the subject property is lower than Transaction No. 1 (9.71%), Transaction No. 2 (9.45%) and Transaction
No. 3 (8.43%); and higher than Transaction No. 4 (7.50%) and Transaction No. 5 (5.36%).

File Reference: YVR200180
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Overall Income Capitalization

On the basis of our Revenue and Expense Analysis, the Stabilized Net Operating Income for the property
has previously been projected in the amount of $208,064.

As summarized on the previous page, overall capitalization rates extracted from the comparable investment
sales reviewed range between 5.36% and 9.71%. Taking into consideration the investment characteristics
of the Subject Property including its location, size, building quality and security of income, and as measured
against the back-drop of the current investment climate for properties such as the Subject Property, it is our
opinion that an overall capitalization rate in the range between 7.50% and 8.00% would be appropriate.
Applying such rates to the projected Year One net operating income results in the following estimated value
range, adjusted for holding and lease up costs and capital expenses, if required.

VALUE MATRIX - DIRECT OVERALL CAPITALIZATION , , .

OCR STABILIZED NOI VALUE" ADJUSTMENT® ADJUSTED VALUE™
7.50% $208,064 $2,750,000 ($500,000) $2,250,000
7.75% $208,064 $2,700,000 ($500,000) $2,200,000
8.00% $208,064 $2,600,000 ($500,000) $2,100,000

(1) Rounded {c nearest $50,000.
(2) Adjusiments are detailed in the follow ing section
(3) Adjusted for Holding and Lease Up, and Other Casts

Adjustments to Value

In the instance of the Subject Property, an adjustment Is required to account for the fact that the property
is not currently stabilized. We project a period of approximate five years to reach stability and achieve a fair
share of market rounds and an established operating history of profitability. Given this a discount is required.
A discount for the full five-year period is not warranted, as the property is projected to reach to profitability
by the second year. Therefore, we have adopted a discount of two years.

The calculations of the aforementioned adjustment is summarized in the following table:

. ADJUSTMENTS TO VALUE '

ADJUSTMENT (TEM ADJUSTMENT
OTHER ADJUSTMENTS
PV Adjustment for Stabiization - 2 year adjustment ($488,743)
TOTAL OTHER ADJUSTMENTS ($488,743)
TOTAL VALUE ADJUSTMENTS {$500,000)
Rounded to nearest $50,000
Summary

Selecling the mid-point of the range, the foregoing analysis indicates an estimated value by way of Overall
Income Capitalization of $2,200,000 (rounded) as of the effective date of this valuation.

File Reference: YVR200180
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rem————]

The above value estimate is in conjunction with the Assumptions and Limiting Conditions stated within this
appraisal. Of particular note are the Hypothetical Conditions, Extracrdinary Assumptions and Extraordinary
Limiting Conditions outlined within the Terms of Reference section.
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Discounted Cash Flow

The Discounted Cash Flow Technique models a property's performance over a buyer's investment horizon
from the date of acquisition through the projected sale of the property at the end of the holding period. Net
cash flows from property operations and the reversion are discounted at a rate reflective of the property’s
economic and physical risk profile.

Revenue / Expenses

The revenues and expenses were discussed and set forth within the previous section. For the first year of
our analysis, we have adopted the budget as prepared by the Receiver-Manager. For each year thereafter,
we have adopted stabilized expenses as outlined in the previous section.

investment Horizon
The Subject Property’s value has been analyzed using a 10-year -holding period from April 17, 2020.

Growth Rates and Future Years Revenue and Expense Assumptions
Future growth rates and revenue and expense assumptions are outlined on the following pages:

Cash Flow Projections
Based on the foregoing, the Cash Flow Projections for the property are presented on the following pages.

Net Present Value

As discussed previously, in order to convert the cash flow projections into an expression of current value
two rates must be selected for an application of the DCF process; a discount or internal rate of return and
an overall capitalization rate used to determine the reversionary or terminaij value,

Discount Rate

Having regard to the Subject property’s characteristics including its physical condition, location and leasing
position, we have elected to use a discount rate of between 10.00% and 11.00%. Golf courses represent a
higher risk profile than most real estate due to its nature as a going concern, the effect of weather and
environmental conditions on revenues and expenses as well as the overall decline of golf from the 1990's.

Reversionary Cap Rate

Taking into consideration the Subject property's forecast income characteristics, its physical condition,
locational characteristics and its anticipated future utility, a rate higher than that used for the Overall Income
Capitalization Approach is justified. In this regard, the Net Operating income projected for Year 11 will be
capitalized using rates of between 7.50% and 8.50%.

File Reference: YVR200180
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Results of the Discounted Cash Flow, along with a sensitivity matrix are shown below:

. PRESENT VALUE OF CASH FLOW -

MARKET.VALUE AS IS

DISCOUNT | DISCOUNT

YEAR PERIOD CASHFLOW | FACTOR Pﬁm FACTOR PR\ZS\ETE FACTOR PRﬁTE
@ 10.25% @ 10.50% @10.75%

1 Apr-20-Mar-21 ($873) 0.9070 ($792) 0.9050 ($790) 0.9029 ($789)
2 Apr-21-Mar-22 $50,899 0.8227 $41,875 0.8190 $41,688 0.8153 $41,498
3 Apr-22-Mar-23 $173,471 0.7462 $129,447 0.7412 $128,570 0.7362 $127,701
4 Apr-23-Mar-24 $193,084 0.6768 $130,687 0.6707 $129,508 0.6647 $128,342
5 Apr-24-Mar-25 $209,599 0.6138 $128,676 0.6070 $127,227 0.6002 $125,797
6 Apr-25-Mar-26 $221,289 0.5566 $123,222 0,5493 $121,558 0.5419 $119,922
7 Apr-26-Mar-27 $232,070 0.5051 $117,211 0.4971 $115,368 0.4883 $113,557
8 Apr-27-Ner-28 $241,362 0.4581 $110,571 0.4439 3108,585 0.4418 £106,640
9 Apr-28-Mar-29 $250,890 0.4155 $104,250 0.4071 $102,146 0.3989 $100,090

.10 Apr-29-Mar-30 $260,726 0.3769 $98,265 0.3684 $96,064 0.3602 393,918

PV OF CASH FLOW $1,832,516 $983.410 $969,922 $956,676

REVERSIONARY YEAR 11 NOI $351,749

PROPERTY RESALE @ 8.00% $4,396,858

COST OF SALE@ 0.00% $0

PV OF REVERSION $4,396,858 0.3769 $1,657,130 0.3884 $1,620,017 0.3602 $1,583,817

TOTAL PRESENT VALUE (CASH FLOW + REVERSION) $2,640,540 $2,589,939 $2,540,493

, $2,600,000
IMPLIED mmmuzmon RATE* - 10.56%
* Based on Stabiized Year NOI

MARKET VALUEAS IS ,
As of April 2020 - Includes Years Start Period: 1 through 11

Tarminal Discount Rate (IRR) for Cash Flow
Cap Rates 10.00% 10.25% 10.50% 10.75% 11.00%
7.50% $2,805,338  $2,751,015 $2,646,081  $2,595405

7.75%

£2,747,009 32,6939

$2,542,123

8.00% ]
8.25% $2,640,957 $2,590,324 $2,492,489  $2,445,247
8.50% $2,592,610 $2,543,062 4% $2,447,327  $2,401,083
IRR 10.00% 10.25% 10.50% 10.75% 11.00%
Reversion

Cost of Sale at Reversion 0.00%

Percent Residual 62.55%

ROUND TO NEAREST $50,000 $2,600,000

Summary

Selecting the mid-point of the matrix, the foregoing analysis indicates an estimated value by way of
Discounted Cash Flow Technique of $2,600,000 (rounded) as of the effective date of this valuation.

File Reference: YVR200180
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The above value estimate is in conjunction with the Assumptions and Limiting Conditions stated within this
appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions and Exiraordinary
Limiting Conditions outlined within the Terms of Reference section.

File Reference: YVR200180
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Direct Comparison Approach

The Direct Comparison Approach examines the cost of acquiring equally desirable and valuable substitute
properties, indicated by transactions of comparable properties, within the market area. The characteristics
of the sale properties are compared to the Subject property on the basis of time and such features as
location, size and quality of improvements, design features and income generating potential of the property.

Given the investment nature of the Subject Property, the sale transactions presented within the Income
Approach are considered to be reasonable for use under this method of valuation. it is noted that income
producing properties such as the Subject are most relevantly vaiued through their income characteristics,
and therefore the gross income must also be given consideration within our analysis.

The transactions summarized and analysed in the table on the following page are considered to be suitably
comparable to the Subject property with respect to the characteristics below and to therefore provide a
reasonable and reliable indication of value.

In valuing the Subject Property, each of the transactions has been compared to the Subject Property. The basis
for comparison included the consideration of the following:

» Property Rights Conveyed

* Financing Terms

» Conditions of Sale

» Market Conditions (Transaction Date and Status)
» Physical Characteristics

e Economic Characteristics

Golf course properties such as the subject are often compared one of three ways in the Direct Comparison
Approach. The Gross income Multiplier (GIM) examines each comparables revenue generating potential. The
Price Per Acre looks at the underlying fand on which each property resides. The Price Per Yard uses the golf
course improvements of each property as a unit of comparison. In the case of the subject, we have analyzed
the sales using the Gross Income Multiplier.

File Reference: YVR200180
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Analysis

The selected transactions pertain to activity that occurred between July 2015 and January 2020. The
properties vary in size from 6,193 yards to 8,584 yards and were originally constructed between 1988 and
1995. These transactions represent capital investments that range from a low of $2,500,000 to a high of
$4,500,000. The Gross Income Multipliers indicated by these transactions vary from a low of $2 per square
foot to a high of $3.

At the upper end of the range, Comparable Transaction No. 2 comprises a transaction that occurred during
a period of superior market conditions and represents a facility of superior quality and condition to the
subject. For these reasons, a lower GIM than 2.54 is applicable to the subject.

Comparable Transaction No. 1, at the lower end, reflects a motivated vendor and an inferior Salmon Arm
location. For these reasons a higher GiM than 1.54 is applicable to the subject property.

The remaining three indicators present a narrowed GIM range of between 2.00 and 2.50. All of these sales
are considered superior to the subject either due to location (Comparable Transaction Nos. 3 and 4), or
future redevelopment potential (Comparable Transaction No. 5). Accordingly, a lower GIM is applicable to
the subject than these three transactions.

Based on the preceding analysis, an appropriate unit value per square foot for the subject property, on a
stabilized basis, should be lower than Transaction No. 2 (2.54), Transaction No. 3 (2.50), Transaction No.
4 (2.00) and Transaction No. 5 (2.00); and higher than Transaction No. 1 (1.54).

In consideration of the sale indices reviewed and the accompanying analysis, we are of the professional
opinion that an appropriate stabilized unit value range for the Subject property would be a Gross Income
Multiptier (GIM) of between 1.50 and 2.00 Applying such unit values to the stabilized gross income of the
property results in a range in estimated stabilized values as summarized in the table below.

_ VALUE MATRIX - DIRECT COMPARISON.

GROSS INCOME T oM VALUEY ADJUSTMENT® "ADJUSTED VALUE™®

%1,623,301 1.50 $2,450,000 ($500,000) $1,950,000
$1,623,301 1.78 $2,850,000 ($500,000) $2,350,000
$1,623,301 2.00 $3,250,000 ($500,000) $2,750,000

(1) Round to nearest $50,000
(2) Adjustments as previously detailed under Overall lncome Capitalization
(3) Adijusted for Holding and Lease Up, Other Costs

Summary

Selecting the mid-point of the matrix, the Direct Comparison Approach indicates an estimated value of
$2,350,000 (rounded) as of the effective date of this valuation.

The above value estimate is in conjunction with the Assumptions and Limiting Conditions stated within this
appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions and Extraordinary
Limiting Conditions outlined within the Terms of Reference section.

File Reference: YVR200180




Colliers
Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia
; J

Reconciliation and Final Estimate of Value

The Subject property is a 6,893 yard, 18-hole golf course located on a 187.30 acre site. The property
represents average quality construction and was in average condition as of the effective date of the report.

The approaches used in this vaiuation provide the following values:

VALUATION SUMMARY.

CURRENT

VALUATION INDICES MARKET VALUE
AS-S
INTEREST APPRAISED FEE SIMPLE AS A GOING CONCERN
DATE OF VALUE APRIL 17, 2020
INCOME APPROACH

Discounted Cash Flow $2,600,000
Holding Period 10 Years
Terminal Capitalization Rate 8.00%
Intemal Rate of Retum (Cash Flow) 10.50%

Overall Income Capitalization $2,200,000
Stabilized NOI $209,599
Capitalization Rate 7.75%

- ,, , - DIRECT COMPARISON APPROACH .

Direct Comparison $2,350,000

Gross Income Multiplier 1.44
, __ FINAL VALUE CONCLUSION

FINAL VALUE $2,500,000

implied Capitalization Rate 8.38%

For income producing properties such as the Subject, potential purchasers would place considerable
emphasis on the income earning potential of the property. In this regard, the income Approach would be
the favoured method of valuation. In general, the Overall Income Capitalization method Is favored over
Discounted Cash Flow Analysis as it is less subjective. However, when valuing muiti-tenant developments
with varying rental rates, lease terms, etc., Discounted Cash Flow Analysis increases in significance,
particularly when the net operating income is projected to change over the life of the investment.

The Direct Comparison Approach, which is primarily used with respect to the valuation of owner-occupied
buildings, is based on the price per square foot of similar property transactions. The Direct Comparison
Approach, in this case, is supportive of the indications of value in the Income Approach.

Based on the foregoing, and with most weight applied to the Income Approach it is our opinion that the current
market value as is of the fee simple as a going concern interest in the property, subject to the assumptions
set forth, and as at April 17, 2020, was:

VALUETYPE i
Current Market Value As-is Fee Simple As A Going Concem April 17, 2020 $2,500,000

File Reference: YVR200180
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The abave value estimate is based on an exposure period of 12 to 18 months, assuming the basis of a
transaction involving cash to the vendor and is in conjunction with the Assumptions and Limiting Conditions
stated within this appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions
and Extraordinary Limiting Conditions outlined within the Terms of Reference section.

File Reference: YVR200180
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Certification

Morningstar Golf Course
525 Lowry's Road, Parksville, British Columbia V9P 2R8
(See Property Data Section for Legal Description)

}, the undersigned appraiser, certify that, to the best of my 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 my impartial and unbiased professional analyses, opinions and
conclusions;

» | have no past, present or prospective interest in the property that is the subject of this report and
no personal and/or professional interest or conflict with respect to the parties involved with this
assignment;

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

» My engagement in and compensation for this assignment were not contingent upon developing or
reporting predetermined results, the amount of the value estimate, a conclusion favouring the client,
or the occurrence of a subsequent event;

» My analyses, opinions and conclusions were developed, and this report has been prepared, in
conformity with the Canadian Uniform Standards of Professional Appraisal Practice (CUSPAP);

* | have the knowledge and experience to complete this assignment competently, and where
applicable this report is co-signed in compliance with CUSPAP;

e Except as disclosed herein, no one has provided significant professional assistance to the
person(s) signing this report;

* As of the date of this report the undersigned has fulfilled the requirements of The Appraisal Institute
of Canada's Continuing Professional Development Program;

e | am a member in good standing of the Appraisal Institute of Canada;

« | am not required to be licensed to practice in the Province of British Columbia.

Information pertaining to inspection of the subject property is as follows:

, , - SUBJECT PROPERTY INSPECTION =
APPRAISER INSPECTED EXTENT DATE OF INSPECTION

James Glen, AAC|, P.App Yes Interior/Exterior September 18, 2018
Andrew Buhr, B. Comm, AIC Candidate Yes Interior/Exterior Aprit 17, 2020

File Reference: YVR200180
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Final Estimate of Value

Based upon the data, analyses and conclusions contained herein, the current market value of the Fee
Simple As A Going Concern interest in the property described herein, as at April 17, 2020, is estimated to
be as follows:

Current Market Value Asis mple A Going Concem April 17, 2020 $2,500,000

The above value estimate is based on an exposure period of 12 to 18 months, assuming the basis of a
transaction involving cash to the vendor, and is subject to the Extraordinary Assumptions, Hypothetical
Conditions and Extraordinary Limiting Conditions as detailed within the Terms of Reference section of this
report, in addition to the Ordinary Assumptions and Limiting Conditions contained in the Addenda. Any
alterations to either the information provided or the assumptions in this report may have a material impact
on the value contained herein.

Appraiser

M

James Glen, AACI, P.App
Date: May 29, 2020
AIC Membership No. 900329

File Reference: YVR200180
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Appendices

Appendix A Ordinary Assumptions and Limiting Conditions
Appendix B Definitions

Appendix C Certificate of Title

Appendix D Land Use / Zoning

Appendix E Comparable Transactions
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Appendix A

Ordinary Assumptions and Limiting Conditions

File Reference: YVR200180




Colliers
Marningstar Golf Course, 525 Laowry's Road, Parksville, British Columbia

Ordinary Assumptions and Limiting Conditions

The certification that appears in this appraisal report is subject to compliance with the Personal Information
and Electronic Documents Act (PIPEDA), Canadian Uniform Standards of Professional Appraisal Practice
(“CUSPAP"), and the following conditions:

1)

2)

3)

4)

5)

File Reference: YVR200180

This report has been prepared at the request of Gary Powroznik, FCPA, CIRP, LIT of G. Powroznik
Group Inc. Receiver-Manager Momingstar Golf Club Ltd. (the client) for the purpose of providing an
estimate of the market value of 525 Lowry's Road, Parksville, British Columbia (the Subject
property) and for the specific use referred to. It is not reasonable for any party other than the person or
those to whom this report is addressed to rely upon this appraisal without first obtaining written
authorization from the client and the author of this report. This report has been prepared on the
assumption that no other party will rely on it for any other purpose. Liability is expressly denied to any
person other than the client and those who obtain written consent and, accordingly, no responsibility is
accepted for any damage suffered by any such person as a result of decisions made or actions based
on this report. Diligence by all intended users is assumed.

This report has been prepared at the request of Gary Powroznik, FCPA, CIRP, LIT of G. Powroznik
Group Inc. Recsiver-Manager Morningstar Golf Club Ltd. and for the exclusive (and confidential) use
of the recipient as named and for the specific purpose and function as stated. Written consent from the
authors must be obtained before any part of the appraisal report can be used for any use by anyone
except the client and other intended users identified in the report. Liability to any other party or for any
other use is expressly denied regardless of who pays the appraisal fee. ‘

All copyright is reserved to the author and this report is considered confidential by the author and Gary
Powroznik, FCPA, CIRP, LIT of G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club
Ltd.. Possession of this repor, or a copy thereof, does not carry with it the right to reproduction or
publication in any manner, in whole or in part, nor may it be disclosed, quoted from or referred to in any
manner, in whole or in part, without the prior written consent and approval of the author as to the
purpose, form and content of any such disclosure, quotation or reference. Without limiting the generality
of the foregoing, neither all nor any part of the contents of this report shall be disseminated or otherwise
conveyed to the public in any manner whatsoever or through any media whatsoever or disclosed,
quoted from or referred to in any report, financial statement, prospectus, or offering memorandum of
the client, or in any documents filed with any governmental agency without the prior written consent
and approval of the author as to the purpose, form and content of such dissemination, disclosure,
quotation or reference.

The contents of this report are confidential and will not be disclosed by the author to any party except
as provided for by the provisions of the CUSPAP and/or when properly entered into evidence of a duly
qualified judicial or quasi-judicial body. The appraiser acknowledges that the information collected is
personal and confidential and shall not use or disclose the contents of this report except as provided
for in the provisions of the CUSPAP and in accordance with the appraiser's privacy policy. The client
agrees that in accepting this report, it shall maintain the confidentiality and privacy of any personal
information contained and shall comply in all material respects with the contents of the appraiser's
privacy policy and in accordance with the PIPEDA.

This appraisal report, its content and all attachments/addendums and their content are the property of
the author. The client, intended users and any appraisal facilitator are prohibited, strictly forbidden and
no permission is expressly or implicitly granted or deemed to be granted, to modify, alter, merge, publish
(in whole or in part) screen scrape, database scrape, exploit, reproduce, decompile, reassemble or
participate in any other activity intended to separate, collect, store, reorganize, scan, copy, manipulate




Colliers

IHTERNATIONAL

Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia

electronically, digitally, manually or by any other means whatsoever this appraisal report, addendum,
all attachments and the data contained within for any commercial, or other, use.

6) The appraiser has agreed to enter into the assignment as requested by the client named in the report
for the use specified by the client, which is stated in the report. The client has agreed that the
performance of this appraisal and the report format are appropriate for the intended use.

7) This report is completed on the basis that testimony or appearance in court or at any administrative
proceeding concerning this appraisal is not required unless specific arrangements to do so have been
made beforehand. Such arrangements will include, but not necessarily be limited to, adequate time to
review the appraisal report and data related thereto and for preparation and for any appearances that
may be required, and the provision of appropriate additional compensation.

8) The estimated market value of the real estate that is the Subject of this appraisal pertains to the value
of the fee simple as a going concern interest in the real property. The property rights appraised
exclude mineral rights, if any.

9) The concept of market value presumes reasonable expasurs. The exposure period is the estimated
length of time the asset being valued would have been offered on the market prior to the hypothetical
consummation of a sale at market value on the effective date of valuation. The overall concept of
reasonable exposure encompasses not only adequate, sufficient and reasonable time but also
adequate, sufficient and reasonable effort. The reasonable exposure period is a function not only of
time and effort but will depend on the type of asset being valued, the state of the market at the date of
valuation and the level at which the asset is priced. (The estimated length of the exposure period
needed to achieve the estimated market value is set forth in the Letter of Transmittal, prefacing this
report).

10) The analyses set out in this report relied on written and verbal information obtained from a variety of
sources we considered reliable. However, these data are not guaranteed for accuracy. Unless
otherwise stated, we did not verify client-supplied information, which we believed to be correct. Certain
information has been accepted at face value, especially if there was no reason to doubt its accuracy.
Other empirical data required interpretative analysis pursuant to the objective of this appraisal. Certain
inquiries were outside the scope of this mandate.

11) The appraiser will not be responsible for matters of a legal nature that affect either the property being
appraised or the title to it. A title search has been performed as indicated previously, and the appraiser
assumes that the title is good and marketable and free and clear of all value influencing encumbrances,
encroachments, restrictions or covenants, including leases, unless otherwise noted in this report, and
that there are no pledges, charges, liens or special assessments outstanding against the praperty other
than as stated and described. The property is appraised on the basis of it being under responsible
ownership.

12) The property has been valued on the basis that there are no outstanding liabilities except as expressly
noted, pursuant to any agreement with a municipal or other government authority, pursuant to any
contract or agreement pertaining to the ownership and operation of the real estate or pursuant to any
lease or agreement to lease, which may affect the stated vaiue or saleability of the Subject property or
any portion thereof.

13) The property has been valued on the basis that there is no action, suit, proceeding or investigation
pending or threatened against the real estate or affecting the titular owners of the property, at faw or in
equity or before or by any federal, provincial or municipal department, commission, board, bureau,
agency or instrumentality which may adversely influence the value of the real estate appraised.

14) The legal description of the property and the area of the site were obtained from the LTSA. No survey
of the property has been made. Any plans and sketches contained in this report show approximate
dimensions only and are included solely to aid the recipient in visualizing the location of the property,
the configuration and boundaries of the site and the relative position of the improvements on the said
lands.

Eile Reference: YVR200180




Colliers
Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia

15) The property has been valued on the basis that the real estate complies in all material respects with
any restrictive covenants affecting the site and has been built and is occupied and being operated, in
all material respects, in full compliance with all Government regulations and requirements of law,
including alt zoning, 1and use classification, building codes, planning, fire and health by-laws, rules,
regulations, orders and codes of all federal, provincial, regicnal and municipal governmental authorities
having jurisdiction with respect thereto, and that if it doesn’'t comply, any such non-compliance may
affect market value. (It is recognized there may be work orders or other notices of violation of law
outstanding with respect to the real estate and that there may be certain requirements of law preventing
occupancy of the real estate as described in this report. However, such circumstances have not been
accounted for in the appraisal process).

16) The term “inspection” refers to observation and reporting of the general material finishing and conditions
seen for the purposes of a standard appraisal inspection. The inspection scope of work includes the
identification of marketable characteristics/amenities offered for comparison and valuation purposes
only, in accordance with the CUSPAP.

17) The opinions of value and other conclusions assume satisfactory completion of any work remaining to
be completed in a good and workmanlike manner. Further inspection may be required to confirm
completion of such work. The appraiser has not confirmed that all mandatory building inspections have
been completed to date, nor has the availability/issuance of an occupancy permit been confirmed. The
appraiser has not evaluated the quality of construction, workmanship or materials. It should be clearly
understood that this physical inspection does not imply compliance with any building code requirements
as this is beyond the professional expertise of the appraiser.

18) The author of this report is not qualified to comment on environmental issues that may affect the market
value of the property appraised, including but not limited to pollution or contamination of land, buildings,
water, groundwater or air. Unless expressly stated, the property is assumed to be free and clear of
poliutants and contaminants, including but not limited to moulds or mildews or the conditions that might
give rise to either, and in compliance with all regulatory environmental requirements, government, or
otherwise, and free of any environmental condition, past, present or future, that might affect the market
value of the property appraised. If the party relying on this report requires information about
environmental issues then that party is cautioned to retain an expert qualified in such issues. We
expressly deny any legal liability relating to the effect of environmental issues on the market value of
the property appraised.

19) Unless otherwise stated in this report, the appraiser has no knowledge of any hidden or unapparent
conditions of the property (including, but not limited to, its solls, physical structure, mechanical or other
operating systems, its foundation, etc.) or adverse environmental conditions (on it or a neighbouring
property, including the presence of hazardous wastes, loxic substances, etc.) that would make the
property more or less valuable. It has been assumed that there are no such conditions unless they
were observed at the time of inspection or became apparent during the normal research involved in
completing the appraisal. This report should not be construed as an environmental audit or detailed
property condition report, as such reporting is beyond the scope of this report and/or the qualifications
of the appraiser. The author makes no guarantees or warranties, express or implied, regarding the
condition of the property, and will not be responsible for any such conditions that do exist or for any
engineering or testing that might be required to discover whether such conditions exist. The bearing
capacity of the soil is assumed to be adequate.

20) Investigations have been undertaken in respect of matters which regulate the use of land. However, no
inquiries have been placed with the fire department, the building inspector, the health department or
any other government regulatory agency, unless such investigations are expressly represented to have
been made in this report. The Subject property must comply with such regulations and, if it does not
comply, its non-compliance may affect the market value of this property. To be certain of such
compliance, further investigations may be necessary.

File Reference: YVR200180
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21) The interpretation of any leases and other contractual agreements, pertaining to the operation and
ownership of the property, as expressed, is solely the opinion of the author and should not be construed
as a legal interpretation. Further, any summaries of such contractual agreements are presented for the
sole purpose of giving the reader an overview of the sallent facts thereof.

22) The estimated market value of the property does not necessarily represent the value of the underlying
shares, if the asset is so held, as the value of the share could be affected by other considerations.
Further, the estimated market value does not include consideration of any extraordinary financing,
rental or income guarantees, special lax considerations or any other atypical benefits which may
influence the ordinary market value of the property, unless the effects of such special conditions, and
the extent of any special value that may arise therefrom, have been described and measured in this
report.

23) Should title to the real estate presently be held (or changed to a holding) by a partnership, in a joint
venture, through a Co-tenancy arrangement or by any other form of divisional ownership, the value of
any fractional interest assoclated therewith may be more or iess than the percentage of ownarship
appearing in the contractual agreement pertaining to the structure of such divisional ownership. For the
purposes of our valuation, we have not made any adjusiment for the value of a fractional interest.

24) In the event of syndication, the aggregate value of the limited partnership interests may be greater than
the value of the freehold or fee simple interest in the real estate, by reason of the possible contributory
value of non-realty interests or benefits such as provision for tax shelter, potential for capital
appreciation, special investment privileges, particular occupancy and income guarantees, special
financing or extraordinary agreements for management services.

25) Unless otherwise noted, the estimated market value of the property referred to is predicated upon the
condition that it would be sold on a cash basis to the vendor subject to any contractual agreements and
encumbrances as noted in this report as-is and where-is, without any contingent agreements or
caveats. Other financial arrangements, good or cumbersome, may affect the price at which this property
might sell in the open market.

26) Because market conditions, including economic, social and political factors, change rapidly and, on
occasion, without notice or warning, the estimate of market value expressed, as of the effective date of
this appraisal, cannot be relied upon as of any other date except with further advice from the appraiser
and confirmed in writing.

27) The value expressed is in Canadian dollars.

28) This report is only valid if it bears the original or password secured digital signature(s) of the author(s).
If transmitted electronically, this report will have been digitally signed and secured with persconal
passwords to lock the appraisal file. Due to the possibility of digital modification, only originally signed
reports and those reports sent directly by the appraiser, can be relied upon without fault.

29) These Ordinary Assumptions and Limiting Conditions shall be read with all changes in number and
gender as may be appropriate or required by the context or by the particulars of this mandate.

31) Where the intended use of this report is for financing or morlgage jending or mortgage insurance, it is
a condition of reliance on this report that the authorized user has or will conduct lending underwriting
and insurance underwriting and rigorous due diligence in accordance with the standards of a
reasonable and prudent lender or insurer, including but not limited to ensuring the borrower's
demonstrated willingness and capacity to service his/her debt obligations on a timely basis, and to
conduct loan underwriting or insuring due diligence similar to the standards set out by the Office of the
Superintendent of Financial Institutions (OSF1), even when not otherwise required by law. Liability is
expressly denied to those that do not meet this condition. Any reliance on this report without satisfaction
of this condition is unreasonable.
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Definitions

Property Interests

Fee Simple « Absolute ownership unencumbered by any other interest or estate, subject
only to the limitations imposed by the governmental powers of taxation,
expropriation, police power and escheat.

Leased Fee Interest + The ownership interest held by the lessor, which includes the right to the
contract rent specified in the lease plus the reversionary right when the lease
expires.

The right held by the lessee 1o use and occupy real estate for a stated term
and under the conditions specified in the lease.

Leasehoid interest

General Definitions

Adjusted or Stabilized Overall Capitalization Rate is usually derived from transactions with excessive
vacancy levels or contract rents overfunder market levels. In such cases, net operating income is
snormalized” to market levels and the price adjusted to reflect expected costs required to achieve the
projected net operating income.

The Cost Approach to value is based upon the economic principle of substitution, which holds that the
value of a property should not be more than the amount by which one can obtain, by purchase of a site and
construction of a building without undue delay, a property of equal desirability and utility.

Direct or Overall Capitalization refers to the process of converting a single year's income with a rate or
factor into an indication of value.

The Direct Comparison Approach examines the cost of acquiring equally desirable and valuable
substitute properties, indicated by transactions of comparable properties, within the market area. The
characieristics of the sale properties are compared to the Subject property on the basis of time and such
features as location, size and quality of jmprovements, design features and income generating potential of
the property.

Discount Rate is a yield rate used to convert future payments or receipts into a present vaiue.
Discounted Cash Flow Technique offers an opportunity to account for the anticipated growth or decline
in income over the term of a prescribed holding period. More particularly, the value of the property is
equivalent to the discounted value of future benefits. These benefits represent the annual cash flows
(positive or negative) over a given period of time, plus the net proceeds from the hypothetical sale al the
end of the investment horizon.

Two rates must be selected for an application of the DCF process:

« the internal rate of return or discount rate used to discount the projected receivables;
« an overall capitalization rate used in estimating reversionary value of the asset.
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The selection of the discount rate or the internal rate of return is based on comparing the Subject Property
to other real estate opportunities as well as other forms of investments. Some of the more common bench
marks in the selection of the discount rate are the current yields on long term bonds and mortgage interest
rates.

Exposure Time - The Canadian Uniform Standards of Professional Appraisal Practice adopted by the
Appraisal Institute of Canada define “Exposure Time” (The Appraisal Institute of Canada, Canadian Uniform
Standards of Professional Appraisal Practice, 2020 ed. Page 6) as:

“The estimated length of time the property interest being appraised would have
been offered on the market before the hypothetical consummation of a sale at the
estimated value on the Effective Date of the appraisal.”

Fair Value (International Financial Reporting Standards) — IFRS 13 defines “Fair Value" as:

“The price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.”

Highest and Best Use - The Canadian Uniform Standards of Professional Appraisal Practice adopted by

the Appraisal Institute of Canada define “Highest and Best Use” (The_Appraisal Institute of Canada,
Canadian Uniform Standards of Professional Appraisal Practice, 2020 ed. Page 8) as:

“The reasonably probable use of Real Property, that is physically possible, legally
permissible, financially feasible, and maximally productive, and that results in the
highest value.”

The Income Approach to value is utilized to estimate real estate value of income-producing or investment
properties.

Internal Rate of Return is the yield rate that is earned or expected over the period of ownership. it applies
to all expected benefits including the proceeds of sale at the end of the holding period. The IRR is the Rate
of Discount that makes the net present value of an investment equal zero.

Market Value - The Canadian Uniform Standards of Professional Appraisal Practice adopted by the
Appraisal [nstitute of Canada define “Market Value" (The Appraisal Institute of Canada, Canadian Uniform
Standards of Professional Appraisal Practice, 2020 ed. Page 10) as:

“The most probable price, as of a specified date, in cash, or in terms equivalent to
cash, or in precisely revealed terms, for which the specified property rights should
sell after reasonable exposure in a competitive market under all conditions requisite
to a fair sale, with the buyer and the seller each acting prudently, knowledgeably, and
for self-interest, assuming that neither is under duress.”

Net Operating Income is the actual or anticipated net income remaining after all operating expenses are

deducted from effective gross income before debt service and depreciation. Net Operating Income is
usually calculated for the current fiscal year or the forthcoming year.
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Overall Capitalization Rate is an income rate that reflects the relationship between a single year's net
operating income expectancy and the total property price. The Overall Capitalization Rate converts net
operating income into an indication of a property’s overall value.

A Yield Rate is applied to a series of individual incomes to obtain a present value of each.
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TITLE SEARCH PRINT 2020-04-08, 16:55:25
File Reference: YVR200180 Requestor: James Glen
Declared Value $ 3323000

#=CURRENT INFORMATION ONLY - NO CANCELLED INFORMATION SHOWN**

Land Title District VICTORIA
Land Title Office VICTORIA
Title Number CA1545576
From Title Number EX94680
Application Received 2010-04-30
Application Entered 2010-05-07
Registered Owner in Fes Simple
Registered Owner/Mailing Address: MORNINGSTAR GOLF CLUB LTD., INC.NO. BC0O789885
14238 - 134 AVENUE
EDMONTON, AB
T5L 5v8
Taxation Authority Port Albemi Assessment Area.
Description of Land
Parcel Identifier: 014-884-275

Legal Description:
LOT A, DISTRICT LOTS 29, 81, 83 AND 126, NANOOSE DISTRICT, PLAN 49145,
EXCEPT PARTS IN PLANS VIP51714, VIP52613, VIP76030 AND VIP79051

Legal Notations
HERETD IS ANNEXED EASEMENT CA7692581 OVER THOSE PARTS OF LOT G PLAN
49145 EXCEPT PLANS VIPS3112 AND VIP70880 SHOWN ON PLAN EPP93892

HERETO IS ANNEXED EASEMENT CA7692583 OVER THAT PART OF LOT G PLAN
49145 EXCEPT PLANS VIP53112 AND VIP70880 SHOWN ON PLAN EPP93893

THIS CERTIFICATE OF TITLE MAY BE AFFECTED BY THE AGRICULTURAL LAND
COMMISSION ACT; SEE AGRICULTURAL LAND RESERVE PLAN NO. 5, DEPOSITED
26 JULY 1974

THIS TITLE MAY BE AFFECTED BY A PERMIT UNDER PART 29 OF THE MUNICIPAL
ACT (SEE DF ED115978)

Title Number: CA1545576 TITLE SEARCH PRINT Page 1 of 5
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TITLE SEARCH PRINT 2020-04-08, 16:55:25
File Reference: YVR200180 Requestor: James Glen
Declared Value $ 3323000

HERETO IS ANNEXED EASEMENT EH137064 OVER THAT PART OF LOT 1,
PLAN 8903, EXCEPT PARTS IN PLANS 26472, 32898, 45632, 45825,
49145 AND VIP52613 SHOWN ON PLAN VIP59866

HERETO INTER ALIA IS ANNEXED EASEMENT EV155454 OVER THAT PART OF
LOTS 2 AND 3, PLAN VIP55697 SHOWN ON PLAN VIP76280

HERETO IS ANNEXED EASEMENT EX74423 OVER THAT PART OF LOT 15,
PLAN VIP79051 SHOWN ON PLAN VIP79053

HERETO IS ANNEXED EASEMENT EX74424 OVER THAT PART OF LOT 19,
PLAN VIP79051 SHOWN ON PLAN VIP79053

HERETO IS ANNEXED RESTRICTIVE COVENANT EX74425 OVER THOSE PARTS OF
LOTS 7,8, 12, 13, 14, 15, 16, 17, 18, AND 19, PLAN VIP79051 SHOWN
ON PLAN VIP79054

HERETO IS ANNEXED RESTRICTIVE COVENANT EX92037 OVER PART OF LOTS 3,
4, 10, 11, 12 & 13, ALL OF PLAN VIP79269 AS SHOWN ON PLAN VIP79270

Charges, Liens and Interests

Nature: EXCEPTIONS AND RESERVATIONS

Registration Number: M76300

Registered Owner: ESQUIMALT AND NANAIMO RAILWAY COMPANY

Remarks: INTER ALIA
A.F.B. 9.693.7434A, SECTION 172(3), DD 15273,
117976G, 149908G, 113455G, 113319G,
FOR ACTUAL DATE AND TIME OF REGISTRATION SEE
ORIGINAL GRANT FROM E AND N RAILWAY COMPANY
AFB 32.25.8015F

Nature: UNDERSURFACE RIGHTS

Registration Number: S6060

Registration Date and Time: 1987-01-27 10:53

Registerad Owner: WEYERHAEUSER COMPANY LIMITED
INCORPORATION NO. A-0051955

Transfer Number: EX45611

Remarks: INTER ALTIA
SEE DD 6055
(AS TO PARTS FORMERLY LOTS 7, 8, 9 AND 10,
PLAN 2397 AND PART DISTRICT LOT 83, NANOQSE
DISTRICT)

Title Number; CA1545576 TITLE SEARCH PRINT Page 2 of §
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TITLE SEARCH PRINT
File Reference: YVR200180
Dedclared Value $ 3323000

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Remarks:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Remarks:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Remarks:

Nature:
Registration Number:

Registration Date and Time:

Registerad Owner:

Remarks:

Nature:
Registration Number:

Registration Date and Time:

Registered Owner:

Remarks:

Title Number: CA1545576

File Refarence: YVR200180
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2020-04-08, 16:55:25
Requestor: James Glen

COVENANT

597207

1987-09-14 10:10

HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF BRITISH
COLUMBIA

THE REGIONAL DISTRICT OF NANAIMO
INTER ALTA

INCLUDES INDEMNITY

(PART FORMERLY LOT 1, PLAN 8903)
MODIFIED BY EM76313

MODIFIED BY ET22002

STATUTORY RIGHT OF WAY

597213

1987-09-14 10:14

HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF BRITISH
COLUMBIA

INTER ALIA

(TO PART FORMERLY LOT 1, PLAN 8903)

UNDERSURFACE AND OTHER EXC & RES

EC103437

1989-09-19 11:12

HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF BRITISH
COLUMBIA

INTER ALIA

PURSUANT TO SECTION 47 LAND ACT, SEE EC95136

(AS TO PART FORMERLY PLAN 48674)

COVENANT

EC95138

1989-09-19 11:14

HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF BRITISH
COLUMBIA

REGIONAL DISTRICT OF NANAIMO

INTER ALIA

INCLUDES INDEMNITY

(PARTS FORMERLY LOTS 4, 7 AND 9, PLAN 2397

AND PART IN DISTRICT LOT 83, NANOOSE DISTRICT)

STATUTORY RIGHT OF WAY

EC95146

1989-09-19 11:15

HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF BRITISH
COLUMEBIA

INTER ALIA

TITLE SEARCH PRINT Page 3 of 5
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Title Number: CA1545576

File Reference: YVR200180

TITLE SEARCH PRINT 2020-04-08, 16:55:25
File Reference: YVR200180 Requestor: James Glen
Declared Value $ 3323000
Nature: COVENANT
Registration Number: EC98512
Registration Date and Time: 1989-09-26 11:59
Registered Owner: PROVINCIAL AGRICULTURAL LAND COMMISSION
Remarks: INTER ALIA
PART IN PLAN 49146
Nature: STATUTORY RIGHT OF WAY
Registration Number: EF171715
Registration Date and Time: 1992-12-23 09:41
Registered Owner: EPCOR WATER (WEST) INC.
INCORPORATION NO. A0049806
Transfer Number: FB427115
Remarks: INTER ALIA
Nature: STATUTORY RIGHT OF WAY
Registration Number: EF171717
Registration Date and Time: 1992-12-23 09:42
Registered Owner: REGIONAL DISTRICT OF NANAIMO
Remarks: INTER ALIA
Nature: EASEMENT
Registration Number: EG41354
Registration Date and Time: 1993-04-08 12:54
Remarks: INTER ALIA
PART ON PLAN VIP56279;
APPURTENANT TO LOT C, PLAN 49145
Nature: STATUTORY RIGHT OF WAY
Registration Number: EH128035
Registration Date and Time: 1994-09-28 09:35
Registered Owner: HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF BRITISH
COLUMBIA
Remarks: INTER ALIA
PART IN PLAN VIP59866
Nature: EASEMENT
Registration Number: EH137066
Registration Date and Time: 1994-10-17 14:55
Remarks: PART SHOWN ON PLAN VIP59866;

APPURTENANT TO LOT C, PLAN 49145, EXCEPT
PART IN PLAN VIP56481 AND STRATA PLAN

VIS2920 (PHASE 1 AND 2); THE COMMON PROPERTY
OF STRATA PLAN VIS2920

TITLE SEARCH PRINT Page 4 of 5
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TITLE SEARCH PRINT
File Reference: YVR200180
Declared Value $ 3323000

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:
Remarks:

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:

Remarks:

Nature:

Registration Number:
Registration Date and Time:
Remarks:

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:

Nature:

Registration Number:
Registration Date and Time:
Registered Owner:

Nature:

Registration Number:
Registration Date and Time:
Registerad Owner:

Duplicate Indefeasible Title
Transfers

Pending Applications

Title Nurnber: CA1545576

Eile Reference: YVR200180

COVENANT

EL99059

1997-08-26 14:33

REGIONAL DISTRICT OF NANAIMO
INTER ALIA

MORTGAGE

CA1545577

2010-04-30'13:50

REALCOR MORTGAGE CORP.
INCORPORATION NO. BC0282435
MODIFIED BY CA4484571

MODIFICATION

CA4484571

2015-06-24 12:04
MODIFICATION OF CA1545577

MORTGAGE

CA5895281

2017-03-28 11:50
CANADIAN WESTERN BANK

ASSIGNMENT OF RENTS
CA5B95282

2017-03-28 11:50
CANADIAN WESTERN BANK

TAXATION (RURAL AREA) ACT LIEN
WX2086315
2018-08-13 11:39

Colliers

{NTERNATIONAL

2020-04-08, 16:55:25

Requestor: James Glen

HER MAJESTY THE QUEEN IN RIGHT OF THE PROVINCE OF BRITISH

COLUMBIA

NONE OUTSTANDING

NONE

NONE

TITLE SEARCH PRINT

Page 5 of 5
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Part 3 - Land Use Regulations

Colliers

INTERNATIONAL

Section 3.4.51

RECREATION 1

RC1

Permitted Uses and Minimum Site Area

Permitted Uses

2} Campground
b) Outdoor Recreation
¢) Residential Use'

Required Site Area with:

Community Water Community No Community

& Sewer Systern  Water System Services
1.0ha 1.0 ha 2.0ha

1.0 ha 1.0 ha 1.0ha

n/a n/a n/a

Maximum Number and Size of Buildings and Structures

Campground Maximum of 60 camping spaces per parcel developed in
accordance with Schedule '3C’, Campground Regulations
and Standards’

Dwelling units/parcel® -1

Height -80m

Parcel coverage* -10%

Minimum Setback Requirements

Front lot line -8.0m

Other lot lines -5.0m

except where any partof a parcel is adjacent to or contains a watercourse then the regulations in

Section 3.3.8 shall apply.

! Bylaw No. 500.13, adopted Octobar 13, 1987
? Bylew No. 500.162, adopted Aprl 6, 1897

* Bylaw No. 500.13, adopled October 13, 1987
* Bylaw No. 500.77, adopted march 27, 1980

RDN Bylaw No. 500

Fite Reference; YVR200180
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COMPARABLE 1: Salmon Arm Golf Club
3641 Highway 978, Salmon Amn, BC__

34 Ave Se

\ {

34 Ave SE

)
\'Bu"
«

Google Map data ©2020

LOCATION] SITEINFORMATION- . _
SALMON ARM GOLF CLUB (2019)

Address 3641 Hghway 97B Purchaser LIMITED (GolfNorth Properties)
SALMON ARM GOLF HOLDINGS
City, Province Salmon Arm, BC Vendor LTD. (SAGC Society)
Legal Descriptian Long lagal exisis Transaction Date January 8, 2020
Shte Size 201.1 Acres (8,759,916 SF) Transaction Status Recorded
Location Average Transaction Price $3,500,000
Access Average Analysis Price $3,500,000
Zoning 1 Recording Number CA7968689-CA7968691
Rights Transferred Fee Simple
Financing Undisclosed
Conditions of Sale Arms-Length

IMPROVEMENTS INFORMATION — OPERATINGINGOME e 2
Property Type Golf Course TOTAL PERSE
Sub-Type Fublic Course Gross ncome $2,267,000 264.10
Dasign / Layout Average Vacancy & Credit Loss @ 0.0% 50 0.00
Quality Average Effective Gross income $2,267,000 26410
Condition Average Expenses ($1,927,000) (224.49)
Course Length (yards) 8,584 Contingency NAv NAv
Year Bukt 1995 Net Operating income $340,000 39.61

Occupancy at Sale NAv

Expenses % of Gi/ EGI 85% 85%

ice Per Yard
Capltakzation Rate 9.71%

Salmon Arm Golf Club. Includes an 18-hole course (Championship Course) and 9-hole course (Heritage Course) on opposites of Hghway 97B. A
gotf club has been opersting on the site as early as 1929, but 18-hole course was completed in 1895, and 9-hole Les Furber designed course
was completed in 1984. Property includes restauran, practice faclity and concession stand betw een 8th and 9th holes.

File Reference: YVR200180
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Arbutus Ridge Golf and Country Club
3515 Telegraph Road, Cobble Hill, BC

SALEINFORMATION: =

LOCATION/ SITE INFORMATION .

Address 3515 Telegraph Road Purchaser

City, Province Cobble HY, BC Vendor

Legal Description Long legal exists Transaction Date

Site Size 160.6 Acres (6,995,736 SF) Transaction Status

Location Average Transaction Price

Access Average Analysis Price

Zoning A-4 Recording Number
Rights Transferred
Fmancing

Conditions of Sale

lub Dr ¢
St Andrge,
%

' Colliers

INTERNATIONAL

pugusta Pl s

§

Country Club Dr

Map data ©2020

YHING GOLF CLUB INC.
CRC CANADIAN RETIREMENT
CORFPORATION

July 21, 2019

Recorded

$4,500,000

$4,500,000
CA7618210-CA7618211
Fee Simple

Undisclosed
Arms-Length

IMPROVEMENTS INFORMATION
Praperty Type Golf Course JOTAL PERSF
Sub-Type Public Course Gross hcome $1,773,834 286.43
Design / Layout Average/Good Vacancy & Credit Loss @ 0.0% 30 0.00
Quality Average/Good Hfective Gross income $1,773.834 286.43
Condition Average/Good Expenses ($1,348,374) (217.73)
Course Length (yards) 6,193 Contingency NAv NAv
Year Buit 1989 Net Oparating income $425,460 €8.70

Occupancy at Sale NAv

Expenses % of GI/ EG 76% 76%

ANALYSIS INFORMATION -
Price Per Yard
Capitalization Rate

Arbutus Ridge Gol

ff and Country Club and Setsllite Bar & Grile

restaurant. improvements inciude an 18-hole goff course with 12,698 SF

$727
9.45%

chubhouse, licensed restaurant with banquet faciities, bubbled tennis faclity, full length practice facity, pro shop, and maintenance buildings.
The golf course w as designed by Bil Robinson, has a rating of 70.9 and a siope rating of 123. The sale contains & 137 acre lof at 3515 Telegraph

Road as well as a 23.6 acre lsasehold site.

File Reference: YVR200180
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COMPARABLE 3: Sunset Ranch Golf and Country Club
5101 Upper Booth Road South, Kelowna,B€ .

Anderson Rd U !
pper Baot 7
aoth ,.?ds .
' 6}46-
ﬂ%
; <
v
G°°g|e “Map data ©2020 Google
LOCATION! SITEINFORMATION SALEINFORMATION. . - -
Address 5101 Upper Booth Road South Purchaser DURALI PROPERTES LTD.
SUNSET RANCH GOLF
City, Province Kelow na, BC Vendor DEVELOPVENTS LTD.
Legal Description Long legal exisls Transaction Date December 20, 2018
Sie Size 118.9 Acres (5,177,542 SF) Transaction Status Racorded
Location Average/Good Transaction Price $4,000,000
Access Average Analysis Price $4,000,000
Zoning CO1(E) Recording Number CA7264080
Rights Transferred Fee Sirple
Financing Undisclosed
Conditions of Sale Ars-Length

{MPROVEMENTS INFORMATION
Property Type Golf Course
Sub-Type Pubkc Course Gross ncome NAv WAV
Design / Layout Average Vacancy & Credit Loss @ WAV NAv NAvV
Quality Average Hfective Gross ncome NAv WAV
Condition Average Expenses (31,263,000) (19431}
Course Length (yards) 6,500 Contingency NAv NAv
Year Buit 1990 Net Operating income $337,000 51.85
Occupancy at Sale NAv
Expenses % of Gi/ EGl NAv NAvV
ANALYS!S INFORMATION - -
Price Par Yard $615
Capitalization Rale 8.43%

Sunset Ranch Golf Course in Kelow na area. 18-hole course, W hich is 6,500 yards course lo the black tees. Par 72/73. Property includes Sunset
Ranch Clubhouse, consisting of two farge patios, a 40-seat lounge, and a 120-seal restaurant (Sunset Dining Room). Property i not within the
ALR. Purchase price, cap rale as reported by know ledgeable third party.

File Reference: YVR200180
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COMPARABLE 4: Bighorn Golf and Country Club
1000.Clubhouse Dr, Kamloops, BC

 Colliers

IHTERNATIONAL

Gojf Ridge Wa¥
o O
o oh G‘ee(\\- Ubhoysg Dr  gun RWET®
@ < :
“ﬂ,) é"
< CS
Google Map data ©2020 Google
LOCATION ] SITE INFORMATION ' ' . SALEINFORMATION
Address 1000 Clubhouse Dr Purchaser Bip Horn Golf and Country Club
City, Province Kamkops, BC Vendor Sun Rivers Golf Course
Legal Description Long lagal exists Transaction Date December 1, 2017
Site Size 129.8 Acres (5,654,088 SF) Transaction Stalus Racorded
Location Good Transaction Price $2,500,000
Access Good Analysis Frice $2,500,000
Zoning RU Rights Transferred Leasehold
Financing Undisclosed
Conditions of Sale Arms-Length

OPERATING INCOME e

TOTAL BERSF

$1,250,000 179.78

%0 0.00

$1,250,000 179.78

($1.062,500) (152.81)

AV NAv

$187,500 26.97
NAv

B85% 85%

$360

IMPROVEMENTS INFORMATION
Froperty Type Golf Course
Sub-Type Public Course Gross ncome
Design / Layout Average Vacancy & Credit Loss @ 0.0%
Quality Averags Hfective Gross income
Condltlon Average Expenses
Course Length (yards) 6,953 Contingency
Net Operating income
Occupancy at Sale
Expenses % of GI/ EGI
ANALYSISINFORMATION. -~ =
Price Per Yard
Capltalization Rate

This Is the sale of Sun Rivers Goff Course to Bighorn if and Country Glub. This is a 18 hole course with 6,953 yards. Bighorn Golf and Country

7.50%

Cub in the Sun Rivers Rasort community near Kamloops. Formerly know n as Sun Rivers Golf Course. Property conprises several lots throughout

residential development areas and Is on leasehold jand of the Kamioops First Nation.

File Reference: YVR200180
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COMPARABLE 5: Fairwinds Golf Club

Colliers
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3730 Fairwinds Drive, Nanoose Bay, BC

LOCATION] SITEINFORMATION

SALEINFORMATION

Address 3730 Fairw inds Drive Purchaser

City, Province Nanoose Béy, 8C Vendor

Legal Description Long legal exists Transaction Dale

Site Size 141.6 Acres (6,167,094 SF) Transaction Status

Location Average Transaction Price

Access Average Analysis Price

Zoning RCI1Z Racording Number
Rights Transferred
Financing

Conditions of Sale

(MPROVEMENTS INFORMATION OPERATING INCOME

Froperty Type Golf Course

Sub-Type Fublic Course Gross hcome

Design / Layout Average Vacancy & Credit Loss @ 0.0%

Quakty Average Hieclive Gross Income

Condition Average Expenses

Courss Length {yards) 6,204 Contingency

Year Buit 1988 Net Operating income
Occupancy at Sale

Expenses % of Gi/ EGl

Map data ©2020

FW ENTERPRISES LTD.
beiMC Realty Corporation
July 31, 2015

Recorded

$4,223,967

$4,223,967
CA4579525-CA4579526
Fes Sinple

Undisclosed
Arms-Length

TOTAL  PERSE

32,672,000 430.69

50 0.00

$2,672,000 430.69

($2,444,884) (394.08)

NAv NAv

$227,116 38.61
NAv

92% 92%

Price Per Yard
Capitakzation Rate

Eairw inds Golf Course in Nanoose Bay. F\'opa was sokd as pa

rt o a largr comprehensive development property that approximalely 620

$681
5.36%

acres of long-tarm development land, approximately 61 acres of lands sither currently under development and Inventory for sale, a former hotel
site, a lennis court site, a w alerfront multi-family development site, several small ot holdings, and a 340-berth marina (Schooner Cove Marina).
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Vancouver, BC V6C 2R6 - INTERNATIONAL

Our File: YVR210479
April 28, 2021

G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Ltd.
750 West Pender Street, 250
Vancouver, BC V6C 2T7

Attention: Gary Powroznik, FCPA, CIRP, LIT
Managing Director

Dear Mr. Powroznik;

Re: Appraisal of Morningstar Golf Course
525 Lowry's Road, Parksville, British Columbia

In accordance with your request, we have carried out an analysis of the above-mentioned property in order
to estimate its current market value as is. Based on our investigations, it is our opinion that the current
market value as is of the fee simple as a going cancem interest in the Subject Property, as of April 28,
2021, is estimated to be as follows:

VALUE TYPE INTEREST APPRAISED DATE OF VALUE VALUE
Currant Merket Value As-s Fee Simple As A Going Concem April 28, 2021 $2,950,000

The above value estimate is based on an exposure period of 12 to 18 months, assuming the basis of a
transaction involving cash to the vendor and is in conjunction with the Assumptions and Limiting Conditions
stated within this appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions
and Extraordinary Limiting Conditions outfined within the Terms of Reference section.

This report describes the methods and approaches to value in support of the above conclusion, and
contains the pertinent data gathered in our investlgation of the market.

Should you have any questions, we would be pleased to discuss the valuation further.
Yours very truly,

COLLIERS INTERNATIONAL REALTY ADVISORS INC.

o

James Glen, AACI, P.App
Vice President, Vancouwer
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Executive Summary

R e .

worei ewelid

PROPERTY INFORMATION

Property Neme Morningstar Golf Course Course Skze (Yards) 7,003
Addrass 525 Lowry's Road, Parksvils Course Skze (Holes) 18
Froparty Typa Golf Course - Dally Fae Number of Buidings 11
Year Buit 1991 Gross Buiding Ares (SF) 17.875
Site Area (acres) 187.3 DOestrict Becloral Area 'G'
Land Usa/Zoning RC1 (Recreation 1) Parking (UG / Surface ! Other) 0/104 /16
VALUE CONCLUSION ' VALUATION SUMMARY
Final Value Estimate $2,950,000 Direct Comparison Approach $3,000,000
Hfective Date Apri 28, 2021 hcome Approach
Vale per Acrs $15,750 Direct ncoma Capitaiization $2,950,000
Vake psr Yard $421.25 Discounted Cash Flow $2,850,000
Gaing-in Ovarall Capiisization Rate 7.81%

i
Stabilized Net Operating hcome $230,373 Conchuded Valus/GM 1.60
Oparating Expense Ratio 83.89% nitlal Value $3,000,000
Replacement Reserve 4.00% Adjustments $0
Overak Caplaization Rate 7.75% Adusted Value $3,000,000
nilial Vaiue §2,950,000 Value per GM 1.60
Adjusiments 50
Adiusted Value $2,950,000
DISCOUNTED CASH FLOW ANALYSIS —
vestment Horizon 10 years
Discount Rate 10.50%
Terminal Capiakzation Rate 8.00%
bflation Varies
Vala $2,850,000
Ravarsionary Vaue $4,312,684

The above value estimate is in conjunction with the Assumptians and Limiting Conditions stated within this
appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions and Extraordinary
Limiting Conditions outlined within the Terms of Reference section.
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Index Property Name Year Built Sale Date . NoI
No.  Property Address _ Size (SF} _ AnalysisPrice. . NOI/YARD
. ... _ SiteArea(SFl  AnalysisPrice/SE - SOCR
Salmon Arm Golf Cub 1995 8-Jan-20 $340,000
1 3641 Hghway 97B 8,584 $3,500,000 $39.61
Saimon Arm, BC 8,759,916 $408 9.71%
Arbutus Ridge Golf and Country 1989 21-Jul-19 $425,460
2 3515 Telegraph Road 6,193 $4,500,000 $68.70
Cobble H#, BC 6,995,736 §727 9.45%
Sunset Ranch Go¥ and Country 1980 20-Dec-18 $337,000
3 5101 Upper Booth Road South 6,500 $4,000,000 $51.85
Kelow na, BC 5,177,542 $615 8.43%
Bighorn Golf and Country Glub - 1-Dec-17 $187,500
4 1000 Clubhouse Dr 6,953 $2,500,000 $26.97
Karrioops, BC 5,654,088 $360 7.50%
Fairw inds Golf Club 1988 31-Juk15 $227,116
5 3730 Fairw Inds Drive 6,204 $4,223,967 $36.61
Nanoose Bay, BC 6,167,094 $681 5.38%
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General Location Map
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Aerial Photograph
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Photographs of Subject Property

Office on lower level of Clubhouse Eerior V&e of Clubhouse
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Photographs of Subject Property (continued)

) Banqet H Interior ‘ 7 Exterior View of Banquet Hall

2 ena ge

Golf Cért Bam Interior ' Extrior lew f Gof Ca am
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Photographs of Subject Property (continued)

. : . Viewing Golf Course Entrance from Lowry's Road
Looking Northwest

Malntenance Shop lnten"or N Exterior View of Maintenance Yard Facing Northeast
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Photographs of Subject Property (continued)

Driving Range

Third Hole Fairway Ninth Hale Green

Main irigation Pond
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Terms of Reference

Client and Intended User
The Cllent of this appralsal is G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Lid., and
the Intended User is G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Ltd..

Purpose and Intended Use of Report
The purpose of this valuation is to estimate the current market value as is of the Subject Property described.

This appraisal is providedon a confidential basis and for the sole and exclusive use by G. Powroznik Group
Inc. Receiver-Manager Morningstar Golf Club Ltd. and any other intended User specifically identified for
disposition assistance only and any third party use of or reliance on this Appraisal Report or any materials
prepared by Colliers intemnational Realty Advisors Inc. (Colliers), is strictly prohibited, except to the exient
that Calllers has provided prior permission in writing, such permission to be provided or withheld in Colliers's
sole and exclusive discretion. Iin the event that Colliers has not provided said permission G. Powroznik
Group Inc. Receiver-Manager Mormingstar Golf Club Ltd. shall ensure and be responsible for notifying the
third party in writing that it should not rely on the Appraisal Report and any use by such third party of the
Appraisal Report or any materials prepared by Colliers shall be at its own risk and that Colliers makes no
representations or warranties of any kind. Notwithstanding anything to the contrary, Colliers shall not owe
any duty to any third party with respect to the Appraisal Report.

The appraisal report must be used in its entirety and any reliance on any portion of the appraisal report
independent of others may fead to erroneous conclusions.

indemnification and Limitation of Liabifity

G. Powroznik Group Inc. Receiver-Manager Momingstar Golf Club Ltd. shall indemnify, defend and hold
Colliers fully harmless from and against any and all claims, liabilitles, damages, costs and expenses
(including court costs and reasonable legal fees) resuiting from or arising out of the Client’s breach of the
professional service agreement relating to the Appraisal Report, wrongful acts or omissions (including any
failure to perform any duty imposed by law), misrepresentation, distortion or failure to provide complete and
accurate information, or any unauthorized use or reliance by third parties on the Appraisal Report or any
materials prepared by Calliers. Except for G. Powroznik Group Inc. Receiver-Manager Morningstar Golf
Club Ltd. ‘s indemnification obligations, neither party shall be liable to the other party for any special,
consequential, punitive or incidental damages of any kind whatsoever. Moreover, to the maximum extent
permitted by law, Colliers' total llabllity for any losses, claims or damages arising out of or connecting or
relating to this agreement (under any applicable theory of law) shall be limited in the aggregate to the total
sum of fees and costs received by Colliers from G. Powroznik Group Inc. Receiver-Manager Morningstar
Golf Club Ltd. for the applicable subject reporl(s).

Propertly Rights

The property rights appraised are those of the Fee Simple As A Going Concem Interest. The Fee Simple
" Interest refers to absolute ownership unencumbered by any other interest or estate, subject only to the

limitations imposed by the governmental powers of taxation, expropriation, police power and escheat.

Going Concern

The estimated value is based on the “total assets of the business” which includes enhancement of the value
of an operating business enlerprise which is provided by the assembly of fand, building, labour, capital,
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equipment, marketing, management, etc. The value estimated herein may include a certain amount of
goodwill or enterprise value, the amount of which is sometimes related to the expertise of management.
For purposes of this valuation, it is assumed that the property will be under competent management.

Effective Date
The effective date of this valuation is April 28, 2021.

This Appraisal Report is prepared in the context of the market conditions and other factors (including
assumptions and/or materials provided by parties and sources outside of the control of Colliers Realty
Advisors Inc.) prevailing as of the effective date. Real estate markets and assets are subject to significant
volatility and change; and can be affected by numerous economic and political conditions as well as other
conditions. The value contained (if any) in this Appraisal Report is made as of the effective date only and
should not be relied on as of any other date without receiving prior written authorization from Colliers.

Property Inspection

The following table ilustrates the Colliers professionals invoived with this appraisal report, and their status
with respect to the property inspection.

SUBJECT PROPERTY INSPECTION

APPRAISER INSPECTED EXTENT DATE OF INSPECTION
James Glen, AAC!, PApp Yes Interior/BExterior Septamber 19, 2018
Andrew Buhr, B. Conm, AIKC Candidate Yes Interior/Exterior April 17, 2020

Market Value Definition
For the purposes of this valuation, market value is defined as:

"The most probable price, as of a specified date, in cash, or in terms equivalent to cash, or In precisely
revealed terms, for which the specified property rights should sell afier reasonable exposure in a
competitive market under all condltions requisite to a fair sale, with the buyer and the seller each acting
prudently, knowledgeably, and for self-interest, assuming that neither is under duress.”

(The Appraisal Institute of Canada "Canadian Uniform Standards of Professtonal Appraisal Practice”. 2020 ed., p. 10)

Exposure Time
An estimate of market value is related to the concept of reasonable exposure time. Exposure time is defined
as:

“The estimated length of time the property interest being appraised would have been offered on the market
before the hypothetical consummation of a sale at the estimated value on the Effective Date of the
appraisal.”

(The Appraisal Institute of Canada "Canadian Uniform Standards of Professlonal Appralsal Practice”. 2020 ed., p. 6)

Exposure Time Is a retrospective function of asking price, property type, and past market conditions and
encompasses not only adequate, sufficient and reasonable time, but also adequate, sufficient and
reasonable marketing effort. Exposure time is a necessary element of a market value definition but is not a
prediction of a specific date of sale.
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in practice, the exposure lime assumes the following:

» The property was extensively marketed. Potential purchasers could inspsct the property at will.
« The owner provided interested agents with any and all refevant property information.

« Negotiations of any offers to purchase were performed in a timely manner.

e The property was maintained at 8 physical status equivalent to its present condition.

« Market level financing was readily available.

» The seller was not under duress.

Ongoing discussions with agents familiar with the market have indicated that properties fike the Subject
Property typically require a marketing period of 12 to 18 months depending on a variety of factors including
its location, vacancy levels, tenant quality, size, market conditions, and motivation of the vendor/purchaser.
In_consideration of these factors, it is concluded that for the Subject property to sell at the market value
estimated as of the effective date of this report, an exposure period of approximately 12 10 18 months wotild
be required.

Scope of the Valuation

This report has been written in a Narrative format, and complies with the reporting requirements set forth
under the Canadian Uniform Standards of Professional Appraisal Practice As such, all relevant material is
provided In this report including the discussion of appropriate data, reasoning, and analyses that were used
in the appraisal process to develop the appraiser's opinion of value. Additional supporting documentation
concermning the data, reasoning, and analyses are retained in the appraisers file. The depth of discussion
contained in this report is specific to the needs of the client and for the intended use stated.

During the course of preparing this valuation, the following was completed:

« Property inspection details are indicated previously within the Terms of Reference section of this
report.

« This valuation has been prepared on the basls of summary financial and operating data provided
directly io us by our client or their designated agents, in either hard copy or electronic form or both.
It is assumed that this information, and specifically that relating to the financial performance of the
Subject Property described, is accurate. This assumption is critical to the value estimate contained
and the authors of this report, and Colliers reserve the right to amend our estimate(s) in whols or
in part should the foregoing not be the case.

o A review has been completed of available data regarding the local market.

« Verification of current land use and zoning regulations has been undertaken. Municipal and
neighbourhood information, including tax information, were sourced as noted below and verified
where appropriate and possible. Site area and dimensions are from information obtained from the
Client. Should further confirmation of site size and dimensions be required, a legal survey should
be commissioned.

« A review of sales and listing data on comparabie properties has been undertaken. Comparable market
information was obtained from our information database and local real estate professionals
knowledgeable in the golf course and recreational real estate market. It was confirmed, when
appropriate, with public information at the LTSA or the parties involved when there was reason to doubt
its accuracy.

. Discussions have been held with market participants where applicable.
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... . SOURCES OF INFORMATION
ITEM ) SOURCE
Assessment/ Tax Information Paragon

Zoning hformation City of Parksvilie
Official Plan hiormation City of Parksville
Site Size Information Client

Bulding Size nformation Client
Demographics Sitew ise
Cormparable information MLS/Internal Files
Lega! Description LTSA

Cther Property Data Client
ncome/Expense Statements Clent
Budget/Financial Projections Client

Colliers cannot be held liable for any errors in the information that was provided by third parties or by Gary
Powroznik, FCPA, CIRP, LIT of G. Powroznik Group Inc. Receiver-Manager Morningstar Golf Club Ltd..
The Appraisal Report must be used in its entirety and any reliance on any portion of the appraisal report
independent of others may lead to erroneous conclusions.

Ordinary Assumptions and Limiting Conditions

This report is subject to the Ordinary Assumptions and Limiting Conditions set forth within the Appendix to
this appraisal in addition to any specific assumptions that may be stated in the body of the report. These
conditions are critical to the value stated and should be thoroughly read and understood before any reliance
on this report should be considered.

Extraordinary Limiting Conditions

An Extraordinary Limiting Condition refers to a necessary maodification to, or exclusion of, a Standard Rule
which may diminish the reliability of the report. The following Extraordinary Limiting Conditions were invoked
within this report:

As of the date of this report Canade and the Giobal Community is experiencing unprecedented measures
undertaken by various levels of government to curtail health related impacts of the Covid-19 Pandemic.
The duration of this event is not known. While there is potential for negative impact with respect to micro
and macro-economic sectors, as well as upon various real estate markets, it is not possible to predict such
impact at present, or the impact of current and future government countermeasures. There is some risk
that the Covid-19 Pandemic increases the likelihood of a global recession, however without knowledge of
further anticipated government countermeasures at the national and global levels It is not possible to predict
any impact at this point in time. Accordingly, this point-in-time valuation assumes the continuation of current
market conditions, and that current longer-term market conditions remain unchanged. Given the market
uncertainties of the Covid-19 pandemic, a force majeure event, we reserve the right to revise the value
estimation set out in this report for a fee, with an update appraisal report under a separate appraisal
engagement, incorporating market information available at that time.

Hypothetical Conditions
Hypothetical Conditions are a specific type of an Extraordinary Assumption that presumes, as fact,
simulated but untrue information about physical, legal or economic characteristics of the subject property
or external conditions, and are imposed for purposes of reasonable analysis. No Hypothetical Conditions
were invoked within this report.
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Extraordinary Assumptions

An Extraordinary Assumption is an assumption, directly related to a specific assignment, which, if found to
be false, could materially alter the opinions or conclusions. Extraordinary Assumptions presume as fact
otherwise uncertain information about or anticipated changes in the physical, legal or economic
characteristics of the subject property, or about conditions external to the subject property such as market
conditions or trends, or the integrity of data used in the analysis. The following Extraordinary Assumptions
were invoked within this report:

We have relied on information provided to us by our client or their designated agents with respect to the
status of the tenancy and their contractual rights and obligations, and financial data relating to the income
and expenses associated with the Subject Property's operations, as well as the physical attributes of the
Subject Property and environmental condition of the site, including any required capital expenditures. The
assumptions stated are critical to the value estimate contained and the authors of this report and Colliers
reserve the right to amend our estimates should any of these assumptions be altered in-whole or in-part.

We have not undertaken a detailed soil analysis, and as we are not qualified to comment on soil conditions,
we have assumed that there are no comtaminants affecting the site. However, a full environmental
assessment would be required for certainty and any cost of remedy could potentially impact the reported
value conclusion. The sub-soil is assumed to be similar to other lands in the area and suitable in drainage
qualities and load bearing capacity to support the existing development.

As the date of the inspection differs from the effective date, it is an Extraordinary Assumption that there are
no material changes in the interim to sither the physical or operating status of the Subject Property or the
prevailing market conditions that might impact the value conclusions.

With the exception of the foregoing, there have been no other Extraordinary Assumptions employed in the
preparation of this appraisal or report.

Assemblage

When relevant to the assignment, CUSPAP requires that assemblage must be considered and analyzed
as to the effect on value. In the instance of the Subject Property, assemblage is not considered to be a
relevant factor, and therefore no analysis is deemed necessary.

Anticipated Public or Private Improvements

When relevant to the assignment, CUSPAP requires that anticipated public or private improvements must
be considered and analyzed as to the effect on value. In the instance of the Subject Property, public or
private improvements are not considered to be a relevant factor, and therefore no analysis is deemed
necessary.

Personal Property

When relevant to the assignment, CUSPAP requires that personal property must be considered and
analyzed as to the effect on value. In the instance of the Subject Property, personal property is considered
to be a relevant factor, and the impact has been considered and analyzed within the valuation analyses
contained herein.
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Property Data

Municipal Address
The Subject property is municipally described as 525 Lowry's Road, Parksville, British Columbia.

Legal Description

The Subject property’s legal description is as follows:

LOT A, DISTRICT LOTS 29, 81, 83 AND 126, NANOOSE DISTRICT, PLAN 49145, EXCEPT PARTS IN
PLANS VIP51714, VIP52613, VIP76030 AND VIP79051

PID 014-884-275

Current Ownership
A title search completed for the Subject property indicated the foliowing ownership information:

SOURCEOQF TITLE
TITLENO. SEARCH DATE REGISTERED OWNER INFORMATION .
CA1545576 April 28, 2021 MORNINGSTARGOLF CLUB LTD. LTSA

Ownership History

Ownership of the Subject Property last transferred on April 30, 2010. According to the information available,
the current owner, EAGLESTAR GOLF INC., acquired the Subject Property from MORNINGSTAR GOLF
CLUB LTD. for the reported consideration of $3,323,000. This transaction is understood to have occurred
at arm's length.

There have been no other transfers of the Subject Property within the past three years.

Current Contracts

Based upon discussions with Gary Powroznik, Managing Director of G Powroznik Group Inc. Receiver-
Manager for the Subject Property, the Subject is currentiy listed for sale at an asking price of $3,300,000.
Mr. Powroznik reports that in February/March 2019 there were two verbal offers to purchase the property,
one for $1,000,000 and $1,250,000. The Receiver-Manager did not respond to or counter these offers as
they were believed to be far below market value for the property. in November/December 2019, Mr.
Powroznik reports that potential buyers submitied two Letters of intent (LOI). The first was for an offer price
of $2,000,000, while the second was for $2,200,000. At the same time, the Receiver-Manager was in the
process of changing golf-course management and felt that the potential buyers should see the new
manager’s budget for the next two years, and therefore did not respond, or counter the price in either of the
LOls.

In May 2020, it is our understanding that the Receiver-Manager received a written Letter of Intent from a
Vancouver based buyer to purchase Momingstar Golf Club’s assets as a going-concem for $2,500,000.
After negotiations, a sale price of $2,800,000 was agreed, subject to resolution of a key condition that the
Receiver-Manager had to resolve some existing encroachments and title issues with a contiguous parcel
known as Lot G. After exiensive negotiations, the Receiver, the Purchaser and the first mortgagee of
Morningstar signed a Memorandum of Understanding ("MQU") on November 5, 2020, for an initial two-year
lease of the MGC Assets by the Purchaser followed by a subsequent purchase of the MGC Assets and a
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credit agreement and security for the Realcor Financing. In mid-February 2021, the Purchaser withdrew
from negotiations to finalize the Lease and Purchase and Sale Agreements.

Recent Activity ,

As we understand it, the property has been listed for sale for $3,300,000 since late 2018/early 2019, but
other than aforementioned offers and collapse lease/sale, there has been no other serious offer made.
However, since the initial listing of the property, there have been many parlies expressing serious interest,
signed confidentiality agreements and undertook their due diligence by reviewing the confidential data room
and inspecting the property.

File Reference: YVR210479




Colliers
Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia
e

Title Encumbrances
The Subject Property encumbrances are summarized below:

NO. REGISTRATIONTYPE  REGISTERED BY
M76300 EXCEPTIONS AND ESQUIMALT AND NANAMO
RESERVATIONS RALWAY COMPANY
$6080 UNDERSURFACE RIGHTS WEYERHABUSER COMPANY
LIMITED
597207 COVENANT HER MAJESTY THEQUEEN N
RIGHT OF THE PROVINCE OF
BRITISH COLUMBIA
THE REGIONAL DISTRICT OF
NANAIMO
$97213 STATUTORY RIGHTOF HER MAJESTY THE QUEEN IN
WAY RIGHT OF THE PROVINCE OF
BRITISH COLUVBIA
EC103437 UNDERSURFACEAND  HER MAJESTY THEQUEEN IN
OTHER EXC & RES RIGHT OF THE PROVINCE OF
BRITISH COLUMBIA
ECS5138 COVENANT HER MAJESTY THEQUEEN N
RIGHT OF THE PROVINCE OF
BRMSH COLUMBIA
THE REGIONAL DISTRICT OF
NANAMO
EC95146 STATUTORY RIGHT OF HER MAJESTY THE QUERN IN
WAY RIGHT OF THE PROVINCE OF
BRITISH COLUMBIA
ECO8512 COVENANT PROVINCIAL AGRICULTURAL
LAND COMMISSION
EF171715 STATUTORY RIGHT OF EPCOR WATER (WEST) INC.
WAY
EF171747 STATUTORY RIGHT OF  REGIONAL DISTRICT OF
WAY NANAMO :
EG41354 EASEMENT APPURTENANT TO LOT C, PLA
49145
EH128035 STATUTORY RIGHT OF HER MAJESTY THE QUEEN N
WAY RIGHT OF THE PROVINCE OF
BRITISH COLUMVBIA
EH137086 EASEMENT APPURTENANT TO LOT C, PLAN
48145
EL99059 COVENANT REGIONAL DISTRICT OF
NANAWO
CA1545577 MORTGAGE REALCOR MORTGAGE CORP.
CA4484571 MODFICATIOn MODFICATION OF CA1545577
CA5895281 MORTGAGE CANADIAN WESTERN BANK
CA5805282  ASSIGNMENT OF RENTS CANADIAN WESTERN BANK
Wx2086315  TAXATION (RURAL HER MAJESTY THEQUEEN N
AREA) ACTLIEN RIGHT OF THE PROVINCE OF
BRMSH COLUVBIA

For the purposes of this analysis, the instruments registered against the title(s) to the Subject Property are
assumed not to have a significant effect on the Subject Property's marketability or its market value. For
greater certainty a legal opinion should be solicited for a full explanation of the effects of these
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encumbrances. The Subject Property has been valued as if free and clear of any financing. A copy of the
Subject Property title has been included in the Appendix for further reference.

Reaity Taxes / Assessment
The current realty tax and assessment information for the Subject Property is summarized as follows:

ASSESSMENT & TAXES

TOTAL 2021 TOTAL ASSESSMENT TOTAL TAX LEVY
ROLL NO ASSESSMENT PER ACRE TOTAL 2020 TAXLEVY " b acre
769009205201 $3,697,000 $19.738 $20,000 $106.78

information relating to realty taxes on a sampling of comparable properties can be found within the Expense
Comparables tabie presented within the Income Approach.

File Reference: YVR210479




Colliers
Morningstar Golf Course, 525 Lowry's Road, Parksville, Brilish Cofumbia
m————

Location Overview — Parksville
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The property is situated in the municipality known as Parksville, BC. Parksville is located approximately 38
kilometres northwest of Nanaimo’s central business district. Major arterials for the district include: Island
Highway West (Highway 19A), Inland Island Highway (Highway 19), Albemni Highway (Highway 4A), and Hirst
Avenue. Parksville benefits from its diverse inventory and it's arterial access via Island Highway and Highway
19.

District Boundaries Adjacent Districts
North Strait of Georgia Strait of Georgla
South Wildgreen Way Errington
East Strait of Georgia Nanoose Bay
West Island Highway W French Creek

The Parksville area is developed with a strong mixture of residential and commercial properties. The district
contains primarily detached residential with attached and strata apartments focused along the Island Highway,
Hirst Avenue, Moilliet Street, and Albemi Highway comidors. The area also hosis larger commercial type users
and multi-tenant commercial facilities along Island Highway. Retail inventory is focused along the Island
Highway corridor with intermittent amenities dispersed throughout the city. There is a limited supply of purpose
built office space weithin the area. Light industrial space remains east near Island Highway with a focus in light
manufacturing and warehousing.
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Aerial Image: Parksville, BC
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Site Description
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Area
The slte comprises a total area of 187.30 acres (8,158,788 square feet), more or less.

Configuration
The site is essentially irregular in its configuration, as shown on the site plan above.

Street Improvements / Frontage
Street improvements for the Subject Property are as outlined below:

/ fore/$
/
/& //
Street Improvements Frontage Direction No. Lanes Street Type //:#;;Ag@?

)
Lowry's Road Varies Two-Way Two-Lane  Minor Arterial v
Roberton Boulevard Varies Two-Way Two-Ltane  Minor Artenal v v
Momingstar Drive Varias Two-Way Two-Lane  Connector Street v/ v
Osprey Way Varies Two-Way Two-Llane  Connector Street v/ v
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Land Use Classification (Zoning)
The Regional District of Nanaimo Zoning Bylaw 500 currently designates the property as RC1 (Recreation
1).

Access /| Exposure
Overall access io the property is considered to be average. The site enjoys average exposure
characteristics.

Excess Density
The site has no excess density.

Services
The site is fully serviced.

Topography
The site's topography is variable and at street grade with adjacent roadways and properties.

Soil Conditions

We have not undertaken a detalled soil analysis, and as we are not qualified to comment on soll conditions,
we have assumed that there are no contaminants affecting the site. However, a fuil environmental
assessment would be required for certainty, and any cost of remedy could potentially impact the value
conclusions contained herein. The sub-soil is assumed to be similar to other lands In the area and suitable
in drainage qualities and load bearing capacity to support the existing development.

Demographics

- DEMOGRAEHICS AND STATISTICS
Fopulation 1 kmradius 1,680

3 kmradius 12,848

5 km radius 22,432
Average Housshold income 1 km radius $92,256

3 kmradius £97,268

5 kmradius $91,932

Summary
The site provides average access and average exposure characteristics and no adverse influences are
visually apparent.
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Land Use / Zoning
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Introduction

Zoning bylaws typically establish ranges of permitted and discretionary uses, in addition to development
restrictions including such factors as maximum building heights, allowable densities, setback requirements,
parking and loading limitations, signage restrictions and other items.

According to the relevant land use / zoning bylaw for the Regional District of Nanaimo, the Subject Property
is currently classified RC1 (Recreation 1). An excerpt from the zoning bylaw is included in the appendices
to this report.

A zoning summary and a listing of pertinent zoning requirements are presented below:
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- - ZONING SUMMARY

Municipality Governing Zoning Reglonal District of Nanaimo

Zoning Bylaw Number 500

Current Zoning Recreation 1 (RC1)

Permitted Uses Campground, Outdoor Recreation, Residential Use {1 per parcel)
Current Use Golf Course

Is Current Use Legally Permitted?  Yes

Zoning Change Not Likely

. ,, , _ ZONING REQUIREMENTS 7 .
Conforming Usse The existing improvements represent a conforming use within this
zone.
Minimum Yard Setbacks
Front (Meters) 8
Rear (Meters) 5
Side (Meters) 5
Maximum Bullding Helight 8.0 Meters
Parcel Coverage 10%

Source: Regional District of Nanaimo

Zoning Conclusions

Detailed zoning studies are typically performed by a zoning or tand use expert, including attorneys, land
use planners, or architects. The depth of analysis presented correlates directly with the scope of this
assignment, and it considers all pertinent issues that have been discoverad through our due diligence.
Please note that this appraisal is not intended to be a detailed determination of compliance, as that
determination is beyond the scope of this real estate appraisal assignment.

Based on our Interpretation of the applicable jand use/zoning bylaw, the property use appears to reflect a
legally psrmitted conforming use. However, the authors are not technically qualified to confirm zoning
compliance, and for greater certainty in this regard, written confirmation from the municipality and/or a
qualified legal opinion should be obtained.
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Agricultural Land Reserve

Apporximately two-thirds of the subject property (+125.6 acres out of £187.3 acres) lies within the
Agricultural Land Reserve. The Agricultural Land Reserve (ALR) is a provincial zone in which agriculture is
recognized as the priority use. Farming is encouraged and non-agricultural uses are controlled. The ALR
covers approximately 4.7 million hectares. It includes private and public lands that may be farmed, forested
or vacant land. Some ALR blocks cover thousands of hectares while others are small pockets of only a few
hectares.

in total, the ALR comprises those lands within BC that have the potential for agricultural production. The
Agricultural Land Reserve takes precedence over, but does not replace other legislation and bylaws that
may apply o the land. Local and regional governments, as well as other provincial agencies, are expected
to plan in accordance with the provincial policy of preserving agricultural land,

The Agricultural Land Commission Act seis the legislative framework for the establishment and
administration of the agricuitural land preservation program.
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Description of the Improvements

Property Type

Course Description

irrigation System

File Reference: YVR2104789
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Golf Course / Daily Fee w/Membership

The subject is a Daily Fee w/Membership golf course designed by architect Les
Furber which opened in 1991. The course features 4 par five's, 10 par four's and
4 par three's. The layout is rated 72.1 with a slope rating of 138.

Fairways feature slightly undulating topography, with the 12th and 13th hole
fairways featuring more dramatic sloping topography. The holes are well shaped,
and of average width with water hazards coming into play on some holes. The 3rd
through 9th holes are separated with a mixture of mature fir and cedar trees, in a
combination of mature and second growth. Greens are average in size, well
protected by strategically placed bunkers. Greens are in good to excellent
condition with good drainage. The holes are separated by various residential
streets and housing subdivisions.

The Irrigation sysiem provides sprinkler fed water to the course greens, tee boxes,
fairways and rough and to the driving range. The system is controlled and activated
through a computer-based application (Toro Site Version 7.0), allowing for water
to be applied to specific areas and at specific times. The application can be
overridden to permit limited hand-watering, as and where needed.

The irrigation system draws its water from the main storage pond and is distributed
through a series of underground plpes and valves to pop-up sprinkier heads. The
main storage pond receives water from an adjacent secondary holding pond and
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three smaller ponds on the property. All the ponds are fed by rain-water. During
the months of February and March the main and secondary ponds can be filled
from Morningstar Creek and added to from three wells during the whole year. All
irrigation ponds are essentially full by the end of May, when the draws for irrigation
start to deplete the reservoirs.

Water is driven through the whole system by pumps of varying capacity depending
on required flows. Portable pumps and hose are used to move water from the
Creek into storage ponds. The golf course holds water licenses for the storage
ponds and for the diversion of water from Morningstar Creek. Licenses for the three
wells are being applied for, as required under new regulations.

From 1990 to 2014, the course supplemented its use of storm water with effluent
water under permit from the Ministry of Environment and an agreement from the
Regional District of Nanaimo (RDN). The effluent was being pumped from the
sewage plant at French Creek through pipe running alongside Morningstar Drive
to the holding pond, prior o adding it to the main storage pond. The pipe and pump
are owned by the golf course. In 2014, sea water found its way into the effluent
and thus into the ponds, causing damage to greens and other vegetation on the
course, as well as complaints about the strong odour. As a result, the RDN
suspended the agreement, pending upgrades to the transfer system by the golf
course and tighter confrols and monitoring to use the efluent. It is our
understanding that the RDN has fixed the issue that caused sea water to be
introduced to the golf course's irrigation system.

From 2014 to 2018, with no effluent available, the limited fresh water was used
strategically to keep greens and tee boxes green, while the fairways were aliowed
to brown.

in 2019 the Receiver-Manager, in consuitation with the RDN, upgraded the transfer
system and developed procedures and, with the approval of the Ministry of
Environment and the RDN, treated effluent became available to the golf course
and was applied. There are reported to be no issues with watar.

The course irrigation system, including the storage ponds and the supplemental
effluent sub-system, were constructed, licensed and commissioned in 1990/1991.

The irrigation system is being regularly maintained and repaired, but repairs
became more reactive than planned in recent years due fo inadequate funding.
Improvements have been made under the Raceiver-Manager, but a more
comprehensive program is needed in the longer term.

The main storage pond was bullt partially above grade, requiring the construction
of a soil berm (or dam). Recent Dam Safety Regulations (under the Water
Sustainability Act) requires all dams to comply with certain rules, including the
preparation of an Operating Manual and an Emergency Plan. The manual and plan
were prepared by the Receiver-Manager and approval by the authorities. The dam
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Building Age(s),
Size and Layout

Year Built

Quality & Condition

Parking
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inspectar advised the golf course owner that trees planted on the berm needed to
be removed and a spillway repaired. Urgent repairs were made in November 2018
to rebuild the overflow from the secondary pond to the primary pond, and there is
an ongoing program to remove vegetation.

The Ciubhouse is a two-storey wood frame building on a concrete slab foundation
with log siding constructed in 1991. The upper floor is improved as a restaurant
and bar with patio and kitchen facilities. A Liguor Primary Licence (Bar) specifies
indoor seating capacity of 18 with a patio capacity of 12. A Food Primary Licence
specifies an indoor capacity of 54, a patio capacity of 48. The lower level is
improved with four office spaces for Morningstar Golf Club Limited's
administration, men's and women’s washrooms, walk-In refrigerator, freezers and
utility and storage areas.

The Pro-Shop building is a ane-storey wood frame building constructed in 1991.
Approximately 1,000 SF of space that provide golf and other related retail services
including equipment sales, collection of green fees, golf lesson fees, golf car rental.

The Pavilion Is a one-storey wood frame building over a concrete slab with log
siding and an asphalt shingle roof. Approximately 2,025 SF, this building is
primarily used for holding banquets, weddings and other events. This premise also
has a food Primary Liquor License specifying a capacity of 160.

The Maintenance Workshop building has two bays with overhead doors. It has a
full-service mechanical shop with two hoists and capable of all equipment servicing
and repairs. This building is also used for storage of equipment. There is also an
office area along with two washrooms, shower and a lunchroom. A gravel paved
yard in the immediate vicinity is used for outdoor storage and parking maintenance
vehicles and equipment.

The Golf Cart Shed is approximately 2,600 SF and constructed in 2010, This area
is primarily used for the storage of golf carts and member’'s equipment along with
charging the golf carts.

Other facilities include an approximately 200 SF gazebo, covered toilets and
sheds. The power for each building is assumed to be adequate for the current and

future uses.

The improvements to the property were originally constructed in 1991,
The property represents average quality construction in average ovaerall condition.

The Subject property has on-site parking.

Paved Surfrace 104 stalls
Gravel Surface (Overflow Parking) 15 stalls
Total 119 stalls
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Age / Life Analysis

Observed Condition

Comments
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Subject to the above description and the comments below, the following is a
summary age / life analysis.

Actual Age 30 years
Effective Age 30 years
Economic Life 60 years
Remaining Economic Life 30 years

The above Age/life Analysis pertains to the economic viability of the Subject
Property in its current state, being the object of professional property management
and proactive repairs and maintenance, with regularly scheduled capital
expenditures occurring. The Remaining Economic Life does not necessarily
represent the remaining physical viability of the existing improvements.

The property represents average quality construction in average overall condition.

The golf course and its amenities and supporting structures appear to be of
average maintenance and in average condition. It is noted that since the receiver
took over operations of the property in June 2018, the level of maintenance has
increased, such that some deferred maintenance has been addressed. It is our
understanding from the receiver that this process will continue with a view toward
returning the golf course to a level of good maintenance and condition.




Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia

Market Overview

Economic Overview — Canada

Canada has the warld's 38" largest population and
the world's second largest land mass. The
country's population is dispersed among 10
provinces and 3 territories with nearly 90% of its
people living within 160 kilometers of the United
States border. Canada consistently receives a top
fiteen Human Development Index ranking and a
top twenty rariking for GDP (nominal) per capita:

Canada's economy consistenily receives a top
twelve world ranking. International trade makes up
a large parl of Canada's economy, with the United
States as its largest trading partner followed by the
European Union and China. Key Canadilan exports
include petroleum, automobiles an
electrical machinery, aircraft and spacecraft, pharmaceu
knowledge industries of manufacturing, business servic
services have received a top ten global knowledge economy ran

d auto parts, precious metals, machinery including
ticals and aluminum. More recently, Canada's high
es, engineering and computer and management
king from the World Bank Institute.
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\Economic Indicators L 0.
Real GDP (2012 § mitlions) 2,102,304 1,989,948 2,095,555 2,169,530 2,198,452 2,235,581
percentage change 1.9 -53 5.3 3.5 1.3 1.7
Total employment (000s) 19,050 18,066 18,867 19,366 19,552 19,721
percentage change 2.1 -5.2 4.4 26 1.0 0.9
Unemployment rate (%) 5.7 9.5 7.8 6.2 6.2 6.1
Household Incoma per Capita (5) 49,548 51,863 51,834 52,911 54,183 55,512
Populstion (000s) 37,534 37,987 38,321 38,724 39,112 39,469
_percentage change 1.4 1.2 0.9 1.1 1.0 0.9
Single-family housing starts
(000s) , 55.9 58.7 ; 582 55.8 ?2.8 495 ‘
m';‘m iy housing starts; ,.5g 157.5 152.4 154.3 1542 152.8
Retail Sales {$ millions) 613,980 602,693 638,419 647,968 663,162 680,182
percentage change 1.2 -1.8 5.9 1.5 2.3 2.6
CPi (base year: 2002=1.0) 1.26 1.37 1.394 1.423 1.452 1.482
percentage changs 1.9 0.7 1.8 21 2.0 2.1

Saures: Conferenca Board of Canada. Major Clity Insights National Overview, March 2021,
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Economic Overview — British Columbia

British Columbia is Canada’s most westemn province,
as well as the nation’s third most populous province.
The province is situated between the Pacific Ocean,
Rocky Mountains, Yukon Territory and Washington
State. British Columbia is the western terminus for
many transcontinental highways and railways as well
as ports to Asian markets. The province's capital is the
City of Victoria, while Vancouver is home to half of the
province's population and Canada’s third largest metro
population.

PUTTIIS

British Columbia is Canada’s fourth largest economy.
While resource-based industries continue to be the
primary economic drivers in many regions, British Columbia is home to the largest number of small
businesses and service-oriented economies in Canada.

Province of British Columbia

Economic Indicstom g 020 T 0l T T

Real GDP (2007 $ millions) 253,068 240,094 252,128 264,458 267,812 270,088
percentape change 0.03 -0.05 0.05 0.05 0.01 0.0
Total employment (000s) 2,558 2,387 2,510 2,588 2,610 2,636
percentage change 0.03 -0.07 0.05 0.03 0.0 (X
Unemployment rate (%) 4.7 9.4 71 5.4 5.6 57
Personal income per Capita (3) 51,457 54,088 54,225 56,220 57,769 59,222
Population (000s) 5,082 5,140 5,162 5,202 5,258 5,310
percentage change 0.02 0.0t 0.00 a.01 0.01 0.01
Total housing starts (000a) 40.9 44,9 36.9 .1 2.4 30.6
Retail Sales ($ millions) 86,259 86,593 80,839 93,656 85,922 98,070
percentage change 0.00 0.00 0.05 0.03 0.02 0.02

The above data is taken from various Msjor Clty insights reports (March 19, 2021) and Provincial Two-Year Qutiook issus briefings (March 18, 2021), publichad by Tha Confarerice
Board of Canada, Otltawa.
Figures for 2021 and forward raflact orecasts,
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The Golf Course Market

The following overview has been based on our review of various market studies of the golf market which
have been completed in recent years including "Golf Tourism in British Columbia” prepared for the BC
Ministry of Tourism, Recreation and Culture, "Golf Course Development in the Lower Mainland" prepared
for the Development Services Department of the Greater Vancouver Regional District in May 1991, and
Analysis and Valuation of Golf Courses and Country Clubs" published by the Appraisal Institute in 2003,
“2018 British Columbia Golf Market™ published by British Columbia Golf (along with a draft summary of the
2020 edition), as well as our general research and experience.

Demographics

Approximately 6.1 mitlion rounds of golf are played annually in British Columbia by a total of 858,000 golfers
(2018 British Columbia Golf Market). The 35 to 49 age segment accounis for the largest segment; with
slightly over 29% of all golfers falling into this group. The next largest segments are the 50 to 64 and 65+
age groups with approximately 22% each. This reflects a change from 2015 and 2016, when the largest
group of golfers was the 65+ age segment.

Golf Market by Age Segment

65+
50-64
35-49
25-34 &
18-24
50 100 150 200 250 300
18-24 25-34 35-49 50-64 65+
m2018 81 136 240 183 182
= 2017 60 40 142 132 70
m2016 57 73 134 166 214
2015 69 102 123 183 139

Source: 2018 Golf Market Report

Historical Review

Demand in the late 1980's resulted in a strong interest in golf course development, particularly for lands
located in the Agricultural Land Reserve (ALR) within Greater Vancouver.
removed the authority of the Agricultural Land Commission (ALC) to refuse golf course development within
the ALR. The Order-in-Council changed the status of golf
Subsequently,
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in 1988, an Order-in-Council

courses from conditional uses to outright uses.
there were many golf course development applications within a number of Greater
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Vancouver municipalities. However, each municipality had to approve a development application and had
specific criteria for evaluating such proposals.

Many municipalities throughout Greater Vancouver were under significant pressure from public Interest
groups not to approve further golf course developments. In fact, due to strong public opposition to golf
course development on agricultural and environmentally sensitive lands in central areas, local governments
rejected several proposals. As a result, the preceding legisiation was repealed in November 1991, by the
newly elected provincial government, and a moratorium on applications for golf course development was
enacted in 1992 (known as Bill 33, Golf Course Development Moratorium Act), which still remains in force
today.

The preceding legislation froze the number of outstanding applications. These applications were reviewed
by the ALC in terms of quality of agricultural land involved, impact on adjacent agricultural areas and the
stage of development of each proposal. A number of applications were exempted from the moratorium as
they were either completed or nearly compieted, or were considered to have a limited negative impact on
agricuiture, while some proposals were rejected outright as they had not received final approvals from local
governments. The remaining proposals were allowed to proceed as they had received Initial zoning
approvals from local governments. However, these proposals were subject to the restrictions that the
maijority control of the property could not be disposed of and that the golf course had to be completed either
within two years after the date which the ALC set the terms and conditions for the golf facility application,
or April 6, 1994.

The net effect was a significant reduction in the number of golf course proposals in the ALR as weli as the
amount of golf course lands available. In addition, we note that a number of the proposed goif courses did
not proceed as the deveiopment costs were beyond the capability of the small investor and the landowner
was limited in his ability to sell the land. However, during the outright approval periad, a significant number
of golf courses were developed.

Golf Course Ownership Structure

The four typical ownership structures are municipal, semi-private, private and public. Municipal courses
are owned by the local government as part of their parks and recreational facilities and are run on a break-
even basis. Semi-private and private courses are owned by members of the club and operate as non-profit
societies with any excess profits being returned to the course In the form of upgraded maintenance or a
reserve for future capital expenditures. These forms of golf course ownership are rarely sold. Public
courses are privately owned and operate on a profit-making basis with play available to the general public
and conducted on a green fee format with a variable green fee structure. This form of ownership is the type
of facility which is typically sold.

Golf Course Investment
The overall investment market for existing golf course facilities and potential golf course developments was
very strong in the late 1980's and peaked in early 1991. Generally, local investors tend to look at golf
course development as a short-term investment while foreign investors see it as longer term. Demand for
this type of property stemmed from heightened local and intemational interest and from international
investors, particularly from Japan. This strong interest resulted in a significant amount of existing golf
courses and development sites being actively marketed or informally available for sale, and at very
aggressive prices that would have been unheard of a few years earlier.
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In many cases, purchase prices offered were so high that owners were motivated to selt when they would
not have been otherwise induced. Normal financing considerations did not support the prices paid, with
capitalization rates as low as 4% for share sales of both the operating businesses and the underlying real
estate. Many of these investors were from Asia, particularly Japan and Taiwan, where there is an extreme
shortage of developable land. Japanese businessmen were reportedly accustomed to paying up to $500
per round and up to $1,000,000 for membership in exclusive private goif clubs. As such, alternative golfing
locations, and particularly in North America, were sought to meet the demands of this market. The investors
were also attracted to golf course developments having additional development potential, particularly in the
form of residential uses.

In Greater Vancouver, such investors were, among other factors, attracted to the additional residential
development rights represented by the sales of Furry Creek, Swaneeset Bay, Morgan Creek and Fort
tangley. Further, another motivation ta pay high prices for golf properties was the perceived abllity to sell
high priced memberships to Japanese businessmen and other wealthy gotfers. Sales of memberships
could quickly recapture a substantial amount of the original investment capital. However, the Japanese
market segment expected to account for such memberships had declined significantly, due to problems in
Japan’s economy, and in the case of the local market, this demand appeared to have been over-estimated.
Of those existing golf courses in the Vancouver area, such as Mayfair Lakes, and those newly developed,
such as Swaneset Bay and Furry Creek, membership sales were reportedly very siow, and, in the case of
Furry Creek, the membership concept has been abandoned.

Operating Environment Leading Up to COVID-19 Pandemic

Due to the number of new golf courses that were developed during the early 1990's, a perceived oversupply
of goif courses has occurred at the time and is still an issue in some areas of the province. Particularly
affected were golf courses with below average quality course improvements and clubhouse facilities or
courses that previously did not have direct competition and provided facilities to the beginner to average
player. For example, the Vancouver Island market has shown a number of golf course sales over the past
fifteen years. Marningstar in Parksville, Duncan Lakes in Duncan and Glengarry in Quallcum Beach are
three courses that all sold in 1997. Morningstar represented a court ordered sale and both Duncan Lakes
and Glengarry were affected by financial difficulty. The preceding is considered somewhat like the Lower
Mainland market where there has been 2 softening trend. Qlympie View in Victoria, representing a
championship golf course and an established facility, was acquired in early 1998. Duncan Meadows a 160
acre 18-hole golf course in Duncan sold for $3,472,000 in 2007. In BC's interior, The Dunes, an 18-hole
7,131-yard course in Kamloops sold in 2006 for $5,000,000 and the Kokanee Springs, a 6,604 yard 18-
hole layout sold In 2007 for $9,500,000. In the East Kootenays, the Radlum Hot Springs Resort sold in 2010
for an estimated consideration of $10,823,100. This transaction included two 18-hole golf courses and the
resort facilities.

While the 2008 global financial crisls resulted in difficulties for several golf courses, resuiting in various
courses being sold via court order, the last five years has seen a resurgence in golf course sales activity,
which has followed some increased interested in the game itself. Although not anything like the 1980's and
early 1990's, there is a feeling amongst golf course owners and managers that years of declining rounds
and lower memberships may have turned a corner.

Selected sales over the last ten years have included:
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- Court ordered sale of The Tower Ranch Golf Course in Kelowna in March 2012 for $3,973,000

- Court ordered sale of The Falls in Rosedale in April 2012 for $4,166,000 (including residential
development lands)

- Court order sale of the Toblano Golf Course in Kamloops for $4,000,000 in May 2013

- Mayfair Lakes in Richmond for $10,156,000 in February 2015

- Westwood Plateau in March 2015 for a reported $13,200,000

- Surrey Golf Club for $11,100,000 in April 2015

- Fairwinds Golf Course for $4,223,967 in July 2015 (part of large mixed-use property)

- Glen Meadows Golf and Country Club in North Saanich in December 2017 for an undisclosed price

- Bighorn Golf and Country Club in Kamloops in December 2017 for $2,500,000

- Long Lands Golf Course in Comox in March 2018 for $2,100,000

- Sunset Ranch Golf and Country Club in Kelowna in December 2018 for $4,000,000

- Arbutus Ridge Golf and Country Club in Cobble Hill in July 2019 for $4,500,000

- Salmon Arm Golf Club in January 2020 for $3,500,000

- Ardmore Golf Course in North Saanich in February 2020 for an undisclosed price

-  Bootleg Gap Golf Course in Kimberly in February 2021 for $3,000,000

- Glen Meadows Golf Course in Saanich in March 2021 for approximately $5,380,000

- Michaelbrook Golf Club in Kelowna in April 2021 for $6,050,000

Historical Summary

The demand by investors and developers for golf course facillties and development sites was very strong
and peaked in early 1991, demand began to slowly retum over the next 10 to 15 years, only to face the
2008 global financlal crisis. As a result, the golf course environment has become Increasingly competitive,
with some courses, particularly in more suburban markets with average quality improvements, having run
into financial difficulty. Golf courses having found niches in the market or courses with superior locations
with amenities have fared much better. This has also been coupled with increasing interest in both the
game and ownership over the last five years (albeit not at levels seen in the 1980's and early 1990's).

The subject property is located in cenfral Vancouver Island, which is a destination golfing area, with
competition primarily from Pheasant Glen Golf Resort in Qualicum Beach and Fairwinds Golf Club in
Nanoose Bay. The 18-hole course options were reduced by 25% when Eagle Crest Golf Course In
Qualicum Beach downsize its capacity to 9 holes in early 2021. It is reporied that several new members at
Morningstar in 2021 came from Eagle Crest.

BC Golf Courses in the Pandemic

Golf courses remain one of the few activities that have remained open and generally safe during the COVID-
19 Pandemic. The large, outdoor environment and typical staggering of tee limes has attracted many
people to the game, which has in many cases more than offset losses seen by on-site restaurant and pub
closures.

The following article was published by the Allied Golf Association on October 26, 2020 outlining the increase
in activity seen on many BC golf courses.

BC Golf Rounds up 16.8% - Increase Outpaces The National Average
It's no secret, golf courses have been busy this summer! Speak to anyone in the industry and they

will tell you that tee-sheets are full and there are more people enjoying the game than they have
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ever seen. Recently, this observation was confirmed when, the National Goif Course Owners

Association of Canada (NGCOA) released data about the number of rounds played in Canada this

year. As expected, most courses saw a significant drop in March, April and early May, but the

bounce back in June, July and August has more than made up for the missing rounds in the Spring.

The net result? Golf course reunds have increased by 11.5% year-to-date across the country. In

fact, the growth of the game this summer is 50 strong that many courses are on pace to set records -
for both the number of rounds played and revenue.

In British Columbia, this increase has been even more pronounced, with year-to-date increases of
nearly 17%. Golf faclities from every region in the province have reported significant gains,
especially in July, August and September, as people searched for a responsibie and safe activity
to enjoy with friends and family.
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Highlighted Statistics

Year-Over Year increase - Rounds Played
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Comparison to South of the Border — USGA Also Reports Significant Increases in Rounds
Played

The Canadian golf and travel industries, in particular, rely on the U.S. markel as a significant source
of clientele — With the border closed and the United States hit hard by the pandemic, many industry
professionals are keeping a close eye on developments to help forecast for 2021 and beyond.
Fortunately, signs are pointing to a growth pattern that parallels Canada in the United States, as is
evidenced by reports from the USGA who also reported that golf rounds are up significantly in June,
July and August.

Year-Over Year Increase - Rounds Played - USA
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® 2020 Increase vs. 2019

“Infarmation from golfdatetechoom & USGA g

Golf Courses and Regional Associations Adapt to Increased Demand
The increase has been felt at all levels and across all regions of the province. A sampling of course
data from around the province showcases that the breadth of growth isn’t limited to certain areas:

« Highland Pacific - Rounds up by 27% May-Sept vs 2019.

« Whistler Courses — Rounds booked at individual courses up 6-13% in July & 9-10% in Aug
vs 2019.

« Columbia Valley — July up 22.3%, August up 20.8%, Sept up 55.0% vs 2019.

Regional organizations are also experiencing similar increases in interest and rounds booked
through centralized channels:

« Golf Vancouver Island — Late season package requests up 700% (last 30 days)
« Tourism Kamioops — Q3 rounds booked through Golf Kamloops up 103% compared lo last
year

While the rise in demand for golf is easy to identify, determining the source of the increase is a little
more challenging, especially because the vast majority of golf play was by B.C. residents. Ro
Davies from the Whistler Golf Club attributed growth in the game to a variety of factors:

“BC residents increased in number of rounds as a combination of many factors (more time,
not leaving BC, golf being viewed as a relatively “safe” activity),” said Davies. "All in all, we
have ended up with a similar number of overall rounds, ailthough a very different mix than
year's past.”

RO DAVIES, SALES MANAGER, WHISTLER GOLF CLUB
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The change in mix and increase in rounds came as a bit of a surprise to many courses. The
challenge of rapidly ramping up capacity combined with implementing COVID-19 safety protocols
and taking responsibility for ensuring the safety of guests put a strain on operators, Resources, like
the AGA of BC's COVID-19 Best Practices for Responsible Operation of BC Golf Courses, evolved
and aliowed courses to share information quickly, but one area that is often overlooked is the
contribution of the superintendents, crews, golf professionals and staff that invented novel solutions
to help keep players safe and ensure that the industry did not contribuie to the spread of COVID-
19, despite the increase in play. The strong and innovative network of golf course superintendents,
golf course professionals, club managers, owners and staff in British Columbia managed to
maintaln spectacular conditions all across the province despite full tee-sheets and stili prioritize the
guest experience as top priority. This is yet another factor that reinforced the increase in play —
positive experiences lead to repest visits.

Despite all of the headwinds, British Columbia’s golf industry set the stage and delivered a great
performance. Combined efforts have positioned the industry to capitalize on the summer’s spike in
interest and translate it into lasting gains. Laurence Applebaum, CEO of Golf Canada, summed it
up well:

“We're going to look back on 2020 and say ‘amongst all challenges, amongst a lot of really difficult
situations for so many people, golf was a bright light that we built from,” said Applebaum. *| feel
reslly lucky, | feel quite fortunate to be a part of that movement.”

LAURENCE APPLEBAUM, CEO OF GOLF CANADA
Television Ratings Indicate a Lasting Increase... With a Caveat

As we transition into the fall and off-season, industry professionals are trying to forecast whether
the growth of this past summer will last and whether It is sustainable. One potential way to gauge
whether the increase in rounds played will continue into 2021 could be television ratings., While
there are confounding factors to take into account, an increase in viewership could reinforce the
signals coming from the increase in rounds played and equipment sales. So how are broadcasts
faring?

PGA Championship, Aug 6-9, Average Viewership:
5.153 million viewers (a 3% Increase over last year's tournament)

Tour Champlonship, Sep 4-7, Average Viewership:
2.00 million viewers (the second largest audlence in 20 years)

US Open, Sep 17-20, Average Viewership:
3.21 million viewers (down 56% and the lowest ever for the tournament)

Why were the figures for the U.S. Open so much lower, especially in light of the success of the
other two premiere tournaments? Many experts point to the fact that it had to compete with NFL
Football. The fact that the gains did not hold up when there was another game in town raises an
interesting question for the golf industry — will the gains of Summer 2020 be sustainable once other
activity options are once again available.
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The figures to watch will be the ratings from the upcoming Masters in November. Never has the
tournament at Augusta National been up against the behemoth of the sporting world, the NFL. If
what is arguably the most popular major tournament doesn’t perform well when pitted against
Sunday NFL coverage, it may hint that golf was just filling a gap for many people and they will
return to their previous activities when it is safe to do so.

Equipment Sales Hint that Growth May Persist

Another major bellwether for the continuation of growth in the game is the jump in equipment and
apparel sales. New golfers have been taking up the game, players who have been away for a
number of years are upgrading equipment, and avid players are investing in new equipment and
replacing worn-out goods.

While Canadian sales data is harder to come by, anecdotal saies increases can be supported by
the recent upward revision to global golf equipment and apparel sales forecasts. Original estimates
for worldwide equipment sales, which were forecast to be $8.5 billion in 2020, were revised
upwards to $9 billion in an August report.

One way we can estimate the impact on Ganadian sales is to correlate them to sales south of the
border. Historically, equipment sales in Canada have aligned with sales in the United States.

Golf Equipment Sales - YOY - US
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Case Study - Dick’s Sporting Goods & Golf Galaxy

One maijor retailer, Dick's Sporting Goods, reported a 20.7% year-over-year increase In in-
store golf apparel and equipment sales for Q2, 2020 despite 15% of its stores being closed.
Coupling that with a staggering 194% increase in online sales and it amounts to a
substantial increase in sales despite closures and restrictions. Expanding the focus beyond
Q2, expectations for Q3 figures are high and analysts are predicting records to be broken
when data is reported.

It is worth noting that sales data and figures from large retailers and online golf stores may not
directly correspond to paraflel increases for proshops and independent retallers. However, if the
upward revisions to global sales and record sales figures for major players are taken as an indicator
for wider-ranging growth in sales and rounds played, it provides another data point showing that
the industry is in a position to maintain the gains of Summer 2021.
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Shifting back to a facility level view, golf coursas are rapidly realigning and coming up with novel
ways to capitalize on the surge in popularity. Filling in lost event and food and beverage revenues
is a big task, but by focusing on retail sales and lessons, it is helping to lay additional groundwork
for continued growth and success. As Jeff Palmer, General Manager of Highland Pacific Golf in
Victoria, put it:

“We have also seen our numbers improve drastically in retail in food and beverage between
June (when we opened our clubhouse) and September. Although the banquet and catering
business is down, we are making it up in different areas. For instance, we have converted
our banquet room into an indoor teaching and simulation studio. Academy and club sales
are 60% up over last year.”

JEFF PALMER, GENERAL MANAGER, HIGHLAND PACIFIC GOLF

What Does the Increase in Play Mean... Long-Term?

Nobody reaily knows how the uptick in golf play will affect the industry over the long-term because
much depends on the course of the virus. If restrictions on other activities persist into 2021, golf is
positioned to remain an attractive, physically distant option. If we start to emerge from the
pandemic, golfers may continue to hit the course in record numbers either because they invested
in new equipment and/or have an enhanced commitment to the game as a result of their positive
experiences with golf this summer,

Lisa White, of Tourism Kamioops, reflected upon the tumultuous 2020 season and offered a fitting
summary of the positive figures gleaned from a challenging year:

“In April 2020, when the world was at a standstill, we never would have guessed that golf
sales would deliver record numbers for the year. In a time when people where asked to
keep their bubbles small and stay close to home, golf offered a reprieve and a sense of
normalcy,” said White. “Looking ahead, we have indications that golf sales will sustain and
continue to grow and we are ready!”

LISA WHITE, INDUSTRY RELATIONS & COMMUNICATIONS SPECIALIST, TOURISM
KAMLOOPS

The impact of this past season’s roller-coaster ride is hard to predict and/or control, but if the British

Columbia Golf Industry continues to focus on providing a positive experience for new and returning
golfers alike, the stage is set for continued growth in 2021 and beyond.
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Valuation
Highest and Best Use

The principle of highest and best use is fundamental to the concept of value in real estate. Highest and best
use, in general, may be defined as follows:

“The reasonably probable use of real property, that is physically possible, legaily permissible,
financially feasible, and maximally productive, and that results in the highest value.”

(The Appraisal Institute of Canada canadian Uniform Standards of Professional Appraisal Practice”. 2020 ed., p. 8)

The four criteria the highest and best use must meet are analyzed following in relation to both the property
as vacant and as currently improved.

As Vacant Analysis

Legal Permissibility

The subject property comprises a single, “hooked” legal parcel that is separated into seven areas by
residential subdivisions and public roadways. Based on information provided by the client, the total site
area is +187.3 acres. We note that this differs from the site area of as +206.61 acres indicated by BC
Assessment. A professional survey is recommended to determine the actual site area.

According to the Regional District of Nanaimo, the property is designated as Parkland / Green Space /
Natural Area within the Official Community Plan for Area 'G', and zoned “RC1" (Recreation 1) which allows
for recreational uses such as a playing field, botanical garden, arboretum, outdoor exhibit, golf course,
driving range.

Approximately two-thirds of the subject, meaning +125.6 acres out of an estimated sile area of £187.3
acres, lles within the Agricultural Land Reserve (ALR). The Agricultural Land Reserve (ALR) is a provinclal
zone in which agriculture is recognized as the nriority use, Farming is encouraged and non-agricultural
uses are controlied. The ALR covers approximately 4.7 million hectares. It includes private and public lands
that may be farmed, forested or vacant land. Some ALR blocks cover thousands of hectares while othars
are small pockets of only a few hectares.

In terms of compatibility, the surrounding properties are classified and developed with a variety of
recreational and residential properties complementary to the subject.

Legally, the site, as if vacant, is suitable for goif and other ancillary uses.
Physical Passibility
Regarding physical characteristics, the Subject site is irregular In shape and has variable topography with

average access and average exposure. Physical and locational features appear supportive of recreational
uses for the site's highest and best use.
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Financial Feasibility

Based on a physical inspection, the property is considered to be functional for golf course use, with the
possibility of financial feasibility being achieved if costs are contained and revenues enhanced. However,
based on a review of past financial statements, the current operations are not yet financially feasible.

Maximum Productivity
Of the various legally permissible, physically possible, and financially feasible uses available, the maximum
productivity of the property would be achieved with development for recreational use.

As Vacant Conclusion

Limited to development as recreational uses by the land use regulations. All other uses would require an
OCP amendment and re-zoning. Additionally, two-thirds of the property is within the ALR, which would limit
alternate land use to those agricultural in nature.

As Improved Analysis

Legal Permissibility

The current use is a permitted use within the applicable zoning and/or land use bylaw requirements affecting
the property. There are no known private or other restrictions negatively impacting use of the praperty.
Therefore, the current use is considered legally permissible.

Physicai Possibility

The site is of a sufficient size, configuration, and topography to accommodate the property's present use
as improved in an efficient and functional manner. Therefore, the current use is considered physically
possible.

Financial Feasibility

Based on a review of past financial statements, the current operations were historically not financially
feasible, until costs were reduced and revenues were enhanced. The economic viability of the subject
property became apparent based on the operating results of the last 18 months. The property should now
be an income generator within the limits of the existing allowable land use.

Maximum Productivity

Of the various legally permissible, physically possible, and financially feasible uses of the property as
improved, the current use is considered to represent the maximum productivity of the property with a view
towards increasing revenues and controlling costs.

As Improved Conclusion

Based on the previous discussion, the highest and best use of the Subject property as-improved is
conciuded to be represented by a continuation of its existing use as a Dally Fee w/Membership Golf Course
development.
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Valuation Methodology

Traditionally, there are three accepted methods of valuing real property:

s Cost Approach,
« Direct Comparison Approach; and
e Income Approach.

The selection of a relevant methodology depends upon the nature and characteristics of the real estate under
consideration.

1) The Cost Approach is a method through which a value indication is derived for the fee simple
estate by estimating the currentcostto construct a renroduction of (or replacement for) the existing
structure, including an entrepreneurial incentive or profit; deducting depreciation from the total cost;
and adding the estimated land value. Adjustments may then be made to the indicated value of the
fee simple estate in the Subject property to reflect the value of the property interest being appraised.

2) The Direct Comparison Approach examines the cost of acquiring equally desirable and valuable
substitute properties, indicated by transactions of comparable properties, within the market area.
The characteristics of the sale properties are compared to the Subject property on the basis of time
and such features as location, size and quality of improvements, design features and income
generating potential.of the property.

3} The income Approach is based on the premise that properties are purchased for their income
producing potential. it considers both the annual return on the invested principal and the return of
the invested principal. This valuation technique entails careful consideration of contract rents
currently in place, projected market rents, other income sources, vacancy allowances, and
projected expenses associated with the efficient operation and management of the property. The
relationship of these income estimates to property value, either as a single stream or a series of
projected streams, is the essence of the income approach. The two fundamental techniques utilized
within the Income Approach include the Overall income Capitalization and Discounted Cash Flow
Techniques.

The Overall Income Capitalization Technique analyzes the relationship of current projected
stabilized net operating income to total property vaiue. The stabilized net operating Income is
capitalized at a rate that implicitly considers expected growth in cash flow and growth in property
value aver a buyer's investment horizon. The implied value may be adjusted to account for non-
stabilized conditions or required capital expenditures to reflect an as is value.

The Discounted Cash Flow Technique models a property’s performance over a buyer's
investment horizon from the date of acquisition through the projected sale of the property at the
end of the holding period. Net cash flows from property operations and the reversion are discounted
at a rate reflective of the property’s economic and physical risk profile.
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‘Selection of Relevant Methodology

As the Subject is an Investment property, the Income Approach represents the decision making process of
knowledgeable buyers and sellers of this property type. Accordingly, the income Approach is deemed
applicable, and has been utilized herein. The Overall Income Capitalization and Discounted Cash Flow
techniques are both deemed applicable, as they would be reflective of the actions of typical prudent
purchasers for properties of this type. Accordingly, both techniques have been utilized within this analysis.

While the Direct Comparison Approach is most pertinent in the valuation of owner occupied or vacant
properties, it is also commonly utilized as a supperting approach in the valuation of income generating
properties. Accordingly, the Direct Comparison Approach is deemed applicable, and has been utilized
herein.

Knowledgeable buyers and sellers typically do not rely on the Cost Approach for valuing properties similar
to the Subject. Accordingly, the Cost Approach has not been utilized herein.
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Income Approach

The income Approach is based on the premise that properties are purchased for their income producing
potential. It considers both the annual return on the invested principal and the return of the invested principal.
As the subject Is a going-concern golf course property, the process of estimating is to prepare future operating
projections. The relationship of these income estimates to property value, either as a single stream or a serigs
of projected streams, is the essence of the income approach. The two fundamental techniques utilized within
the Income Approach include the Overall Income Capitalization and Discounted Cash Flow Techniques. The
Overall Income Capitalization method has been used in this analysis.

Firstly, to determine revenues we must examine the local competitive set and determine the
reasonableness of the projected revenues.

Competitive Market Analysis

The subject's competitive set is comprised of facilities in proximity to the subject property that are
considered to represent a reasonable alternative to the subject. Although there are many golf courses within
the subject vicinity, not all are considered to compete directly with the subject. Based on discussions with
the course manager for the subject, the subject’s compstitive set is summarized in the chart below.
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: COMPETITIVE SET.
Name Address Locatisn Province Courne Type INm}bt:: o Yards Slope Rating Par Amanities
Doly Fee Phasssnts Nest Restsurant, Bsnquet
Fheasant Glen Go¥t Resort 1025 QualcumRosd CuelicumBeach  BC " " 18 5028 128 s n Frcities, Faciit
Daly Fos Fairw ind Bar & Goll, Pro Shop,
Fabwinde Goll Course 3730 Farw incis Drive  Nanooss Bey BC 18 6,204 130 6.0 i3l Banquet Area, Covared Fracicie
w Memberhsip Faciy
Farttly Friendly Bar and Grit,
Caily Fas BancustMeetng roorw, Pracice
Crown ble Go¥ Reaort 399 Cubbousa Drive Courtenay [: 1 w " 18 7,024 120 742 72 P s, Snack bar, Ao shop, Or-xhe
scconmodation
Vatoclly Lounge - Causus! Dning,
c ""c’uc"’ 4 4 700 Peisrsen Road  Campbell River BC Dely &. 18 0051 n Event Facilty, Pro Shop, Practice
b wiMemberhsip F
Fee Clubhouse, restavrant with Class
Morningstar Golf Couras Y 1 Uquor Heanse. Banquet
{Bubject) 523 Lowry’s Road Parksvite ac wﬁl:‘:blu " 7,003 138 7t ™ Tachities. Pro shop. Driving rangs.
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Green Fees and Rounds

For Daily Fee w/Membership properties such as the subject, revenue is derived from members, day golfers
visiting the property to play golf, rent golf carts, use the driving range and any other practice facilities, and
patronize the pro shop and food and beverage outlets. Out of these revenue streams, revenue from green
fees is often the largest (aithough not always). A review of green fees as quoted on each competitive
property's website is not necessarily relevant to the actual average green fee a property generates during
a typical year as there are often discounts, group rates, and complementary rounds provided. Having said
this, the competitive set's rack rates do provide a useful picture of the reasonableness of the subject's rack
rales,

One of the primary metrics on which revenue can be projected is the number of golf rounds a property
generates. Such infarmation is not always readily available, with many course owners and managers
viewing such statistics as proprietary business information. Nevertheless, we have obtained some figures
and estimates of other figures in our discussions with various individuals familiar with the general market.
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COMPETITVE SET MARKET SURVEY
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Winter ason Rates

Peak Rates Shouider Season Rates
$59.00
$73.00
g $49.00 2:00-4:00
Pheasant Glen Golf Resort $59.00 2:00-3:30 $39.00 After 4:00 (Oct 12-Nov 7 o0:00-$38.00 (18 holes) /
$49.00 3:30-5:00 $39.00 Aftor 2,00 $26.00 (9 holes)
$39.00 After 5:00 : 00)
$79.00 6:30-11:00 $59.00 6:30-12:00
. $67.00 11:00-2:30 $54.00 12:00-2:00
Fairwinds Golf Course $56.00 2:00-4:00 $46.00 2:00-4:00 na
$42.00 Afler 4:00 $36.00 After 4:00
Crow n sle Golf Resort $55.00-§120.00
Campbel River Goll & $103.95.00 - open-1:00
Gountry Club $68.25 - 1:00-close $68.25 Closed
Morningstar Golf Course $69.00 - 18 holes $45.00 - 18 holes $45.00 - 18 holes
(Subject) $42.00 - 9 holes $30.00 - © holes $30.00 - 9 holes

Based on the above information the subject property was, as of 2020, achieving 24,734 rounds, which
represents a market penetration of approximately 94%. Based on the competitive set, the fair share of
rounds for the subject is 26,442. Budgeted rounds for 2021 are 31,221, and after four months into the 2021
fiscal year, this figure has a posltive variance of 825 rounds. This is considered reasonable given that
COVID-18 is likely to continue impacting permitted activities in the province until at least the summer. Our
stabilized estimate will be based on a lower figure that considers the likelihood that golf rounds will fall once
other activities are permitted again post pandemic.

, MARKET ANALYSIS - ROUNDS

Market Number of rounds 132,234
Markat Number of holes 90
Market Rounds per hole 1,469
Subject Rounds 24,734
Subject Rounds per hole 1,374
Markel Penetration 94%
Subject fair share founds 26,442

Membership
Another source of revenue for the subject is the sale of memberships. As noted in the historical statistics
table in previous section, membership steadily declined between 2012 and 2018 as financial and physical
problems with the course increased. Since the property has been placed in receivership, significant physical
improvements have been completed to address irrigation Issues. Professional management has been
rationalizing costs, but also working to convince previous members to the return to the club, as well as
attract new members. This has been reflected in the increase of members between 2018 and 2020.
Membership increased to 187 in 2020 and are at 220 as of March 31, 2021, with a waiting list.

File Reference: YVR210479 Page 47




, . . Colliers
Morningstar Golf Course, 525 Lowry's Road, Parksville, British Cotumbia IHTERNATIONAL

Similar to average green fees (nol rack rates) and number of rounds played, the number of members each
club in the competitive set is generally considered proprietary information and is challenging to obtain.
Membership dues are typically easier to obtain. Information obtained is summarized below.

C

OMPETITIVE SET MEMBERSHIP DETAILS

Approx.
Name Entrance Annual Number of
Fees Dues

Members
Pheasant Glen Goff Resort $1,000 $2,600 300
Fairw inds Golf Course T8BC TBC 250
Crow n ksle Goif Resort n/a $4,400 300

1 e g
Campbell River Galf & Country nla $4.750 150
Ciub
Morningstar Golf Course

(Subject) n/a $2,750 220

According to the study “2018 British Columbia Golf Market” as published by British Columbia Golf in
February 2019 (and the most current published data available) there Is a significant relationship between
age and golf participation. The report states that the participation rate amongst those in the 35 to 49, 50 to
64 and 65+ year segments make up the highest of any age segment. Based on the current estimated
number of members within the competitive set, the subject currently has a market member penetration of
90.12%. Similar to the number of rounds played, this primarily due to the physical and management issues
that have been present on the course between 2012 and 2018. With changes implemented since then the
subject fair share of members is estimated at 244,

There is potential for membership to increase in the marketplace due to the demographics present in the
subject vicinity. Following is a 30-minute drive-time analysis that indicates the potential number of members
for the market may be approximately 1,230, meaning the potential fair share for members may be 246
members.

File Reference: YVR210479




Colliers
Morningstar Golf Course, 525 Lowry's Road, Parksville, British Columbia
e

MARKET ANALYSIS - MEMBERSHIP

Market Number of mambers 1,220
Market Number of holes 80
Market Members per hole 13.56
Subject Members 220
Subject Members per hole 12.22
Market Penetration 90.12%
Subject Fair Share of members 244
Total Population Over 35 - 30 min drivetime 48,463
Participation Rate per Golf BC Report 21.30%
30 min drivetime area Golfers Over 35 10,323
% Over 35 Goffers that are "Core” Golfer per Golf BC Report 248%
Number of Core Goffers Over 35 - 30 minute drivetime 2,478
Assumed 50% of Core Goffers Over 65 becorme members 50.0%
Potential Market Number of members 1,230
Potential Market Member per hole 13.67
Potential Subject Fair Share of members 246

Revenue and Expense Analysis

Revenue

As noted, the property derives its revenue from number of departments, the mast impartant being green fees,
annual memberships, and ancillary golf revenues such as pro-shop retail sales, cart rentals and food and
beverage sales at the restaurant.

We have reviewed financial statements provided by the Receiver-Manager for the years of 2015 to 2020, as
well as a figures for the year to date and budget for the current year. These statements, which also show
expenses, are shown on the following page:
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The Subject has not been profitable historically, however the Subject has been seen improved performance
over the fast 18 months. It is expected that the Subject is close to stable performance and therefore, our analysis
will focus on Year 2 Net Operating Income, the estimated year of project stabilization.

Green Fees

Golf revenues generated approximately 30.5% to 39.5% of the {otal gross income of the subject property over
the period of 2015 to 2020. Total fees generated are a function of the number of rounds played by the public
and the average fee collected per round.

The current year budget for green fees is 38.25% of total gross income, or $687,350. Based on our market
analysis this amount is considered reasonable. Adopting this figure for the current year and assuming
growth as outlined in the Discounted Cash Flow Analysis (DCF) section, green fees are projected for our
Stabillized Year at $680,368.

Membership Revenue

The subject has a membership category that sell annual golf privileges to individuals. This category
generated between 26.4% and 31.2% historically, with the low end of the range coming in 2018 when the
club went into receivership. Membership revenue increased during 2019 and 2020 and is budgeted at
26.05% of total gross income for 2021, or $468,089. Our review of membership rates of the competitive set
indicates the subject's current rates are reasonable, although this Is partially due to the need to attract
members to the property. Based on our assumed growth rates, Stabilized Year membership revenue is
projected at $472,770.

Golf Cart Revenue

Revenues in this category are generated from golf cart rentals, or fees charged for the use of golfer-owned
carts on the course. Golf cart revenue has accounted for 6.0% to 11.8% of total revenue historically. The
current budget has this category at 8.65% of total revenue, or $155,500. The golf course manager indicates
that historically the subject has average between $4.00 and $5.00 per totalled round played. The current
budget of $5.86 per projected total rounds played is considered reasonable and has therefore been
adopted. Based on our assumed growth rates, Stabilized Year golf cart revenue is projected at $157,055.

Other Golf Course Revenues

This category encompasses all golf related revenues not assoclated with the preceding three categories
and includes driving range fees, tournament revenue and trail fees, This category has ranged from 0.0% to
11.2% with the lower figure due to fact that such revenues have been histarically included within either
green fees or golf cart revenues. The current budget indicates 7.29% of total revenue, or $131,069. Based
on our assumed growth rates, the Stabilized Year revenue for this category is projected at $132,380.

Pro Shop Revenue

Pro-shop revenues ranged from 2.2% to 14.6%, of fotal revenue between 2015 and 2020. Management's
current budget has pro shop revenue 4.69% of total revenue, or $84,297. For the purpose of projection, we
have forecasted an amount of $126,446 in our stabilized year.
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Food & Beverage

The property's food and beverage operations consist of income from the sale of food and beverage items
in the clubhouse and throughout the golf course. This total income has ranged from 10.1% to 21.5% ona
historical basis. The current budget as prepared by management has this income category at $270,639, or
15.06% of total revenue. Although this department has struggled in recent years due to mismanagement
and un-controlled costs, as well as closing for a period through 2017 and 2018, it is an expected amenity
on a higher quaiity golf course. For the purpose of stabilization, we have projected this income at $297,703
during our stabilized year.

Expenses
Golf course properties such as the subject typically have three primary categories of expenses.

Direct Expenses are costs associated with a specific revenue department such as green fees, or food and
beverage. Such expenses can include the cost of goods sold, labour related to operating or maintaining the
department, and any maintenance and repairs directly associated with that department.

Undistributed Expenses are costs that are limited to a specific department and typically include general and
administrative costs, general repairs and maintenance, management, marketing, professional fees and
utilities.

Fixed, or Other Expenses are costs such as real estate taxes and insurance for the property.
Given the subject's operating history, and In order to determine an appropriate level of expenses for the

subjec! on a stabilized basis, we have reviewed expenses for golif course properties throughout the province
of BC as such information is not always readily available. This expense survey is shown on the following

page.
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Province BC 8C BC BC 8c - . -
Expense Year 2m8 2007 2045 2019 2018 2015 2019 07
ActuaiBudgat Actual Aclust Frolorma Actuat Actusl . - .
TOTAL REVBNUE/ROUND $100.19 $88.96 £71.89 $37.21 $130.72 5372t $130.72 $85.79
SIRND % $IR0 % $/RND % SRND % SRND % LOW  HGH AVG

Goll Course Maintsnance 33082 5268% $20.57 539% $25.60 80.0% $14.49 798% $31.54 45.4% 4538% 79.77T% £8.18%
Gol Cart Expensas 5061 14.8% $1.20 32.4% . - - - - - 14.75% 3249% 23.60%
Pro Shop Labour COGS 5797 84.0% $11.08  183.8% $387 70.0% $2.50 87.1% $20.88 $.7T% 67.05% 183.62% 100.93%
Food snd Baverage Expanse/COGS $24.28 80.9% $27.06 18.0% $10.54 00.0% $1027 67.1% $3983  109.8% B7.05% 109.84% B6E7T%
Ganeral & Adminisiraiive $722 1.2% s178 20% $4.85 8.6% $1.91 51% $1404 11.4% 1.58% 11.43% 6.50%
Ropai & Maindonance 5873 87% 5033 04% 8252 5% 3185 44% 3592 4.5% 037% 8.71% 431%
Marsgeimant s206 21% - - - - . - . - 2.08% 208% 206%
Markatng $2.42 24% $1.13 1.3% $2.18 3.0% $0.18 04% 30.04 0.0% 0.03% J.00% 142%
Professional Fees - - $0.11 0% $2.30 I - - $1.23 0.9% 0.32%  2.20% 1.42%
Lo $2.78 28% $2.13 24% $234 3% 4066 1.8% 234 1.8% 1.78%  3.25% 2.20%
Rast Estats Taxes $1.44 14% $1.18 1.3% 3000 1.3% $0.78 20% 234 1.8% 125% 204% 1.67%
Insurance $0.62 0.8% 50.54 0% $0.98 0.3% 3046 1.2% 1 8% 0.25% 1.24% 0.78%
Ground Rer - - $1.03 12% - - - - 59,15 7.0% 1.16% 7.00% 4.08%
TOTAL EXPENSESROUND $88.74 83.6% 580.09 77.7% $64.34 89.5% $32.84 88.3% $120.83 99.2% 77.7%  993% 80.668%

* Go¥l, Pro Shop and Food 8 Beverage ars % of Departmenial Revenue
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The operating expenses and taxes projected for the Subject property are outlined above. The following
table summarizes the corresponding expenses for a selection of comparable properties.

Direct Expenses

Golf Course Mainienance

Traditionally, these expenses include the clubhouse expenses and the course maintenance costs directly
related to the golf operations, including wages and supplies for the upkeep of the property and activities
such as the collection of fees and the pravision of services to golfers while on the courses. The golf
operations category includes customer services (employee wages & benefils and supplies). The club's
maintenance includes all wages, benefits and supplies required to maintain the courses in top playing
condition. The club has historically seen costs in this category range from 48.8% to 93.0% of golf course
revenues (excluding cart revenus). The Receiver-Manager's budget has reallocated some of these costs
into other categories and has a current year cost of 52.27% of golf course revenue (excluding cart revenue)
For the purpose of this valuation, we have adopted the current budget and then, stabilized this category at
52.5% of golf revenue (excl. golf cart) for year two, declining to 50.0% thereafter.

Golf Cart Expenses

This category relates to maintenance, repair and supplies for golf carts. The subject has historically seen
costs in this category range from 0.0% to 32.0% of golf cart revenue (with the lower figure likely due to
allocations to other departments). The current budget has 32.15% of cart revenue. For the purpose of our
analysis, we have adopted the current budget and then stabilized this category at 12.5% of golf cart revenue
thereafter.

Pro Shop Labour/Cost of Goods

This expense category includes the cost of goads sold in the shops plus the direct expenses in achieving
these sales, i.e. labour, benefits and supplies. These expenses have historically ranged from 124.7% to
1047.8% of retail revenues, which is consistent with the theme of mismanagement of the subject. The
current budget indicates an expense of 291.70% which represents a transition towards this depariment
bullding profitable in the future. Simiiar golf courses have historically maintained a cost In the range of 67%
to 100% of revenues, leaving a departmental profit of 0% to 33%,. As a result, we have stabilized this cost
at 85.0% of pro shop revenue in the year after the initial budgeted year, and then declining to 90,0%
thereafter.

Food and Beverage Labour/Cost of Goods

The property's food and beverage costs have historically ranged from 106.7% to 315.1% of food and
beverage revenue. Management's budget for this category for the current year is at 92.51%. Full-service
food and beverage operations in first class golf clubs usually achieve an expense ratio of 70% to 90%. We
have therefore forecasted these costs at 85.0% of food & beverage revenue in all years after the initial
budget year.
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Undistributed Expenses

General and Administrative

This category includes ail expenses that are incurred in operating the property but that cannot be charged
to a speciiic operating department. These expenses have varied in the range of 6.6% to 19.7% of total
revenue. The Receiver-Manager's budget has forecast this category at 5.41% of total revenue the current
year. We have stabilized this expenses category at 5.0% of total revenue.

Repairs & Maintenance

These expenses include on-going maintenance of the property, Including repairs, of non-departmental
portions of the property. Historically, this expense category has ranged from 1.1% to 7.1% of total revenue,
The Receiver-Manager has budgeted this category at 1.49% of total revenues for 2019 and 1.3% for 2020.
For the purpose of stabilization, these expenses are maintained at 1.5% of total revenues on a stabilized
basis, which is belleved appropriate given the nature & quality of the property.

Management

The property has not typically allocated a management fee for the property. However, since the Receiver-
Manager's appointment a management fee of ranging from 7.7% to 20.7% of total revenue. For the
purposes of our analysis, we have used a stabilized 7.0% of total revenue.

Marketing

The resort has historically spent between 1.0% to 2.6% of total revenues on promoting the property. The
Receiver-Manager's current budget has forecast this category at 2.00% of total revenues. For the purpose
of this valuation, we have stabilized these expenses at 2.0% of {otal revenue.

Professional Fees

These costs have historically ranged from 0.6% to 2.4% of total revenues. The Receiver-Manager's budget
has allocated these costs to other categories and so there are no expenses for the current year budget.
For the purpose of this report, we have stabilized this expense category at 0.5% of total revenue.

Utilities

These costs have historically ranged from 3.3% to 8.4% of total revenue. The Receiver-Manager's budget
has forecast this category at 3.39% of total revenue for the current year. For the purpose of this valuation,
we have applied a 4.0% of total revenue to the budgeted figure each year of analysis.

Other Expenses

Other expenses include real estate taxes and insurance. Our stabilized estimates are based on actual
expenditures for 2014 through 2019 and the Recelver-Manager's budgeted amounts, at 1.11% of total
revenue for real estate taxes and 1.79% of total revenue for insurance. For the purpose of stabilization, we
have projected a 2.5% increase per annum for the current budgeted insurance and property tax costs each
year of the analysis.

Reserve for Capital Repiacement

in addition 1o the operating expenses above, investors typically include an allowance for structural repairs
or other non-recoverable expenses for the purpose of valuation. In this respect, a Contingency Allowance
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equal to 4.00% of the Effective Gross Income has been deducted within our Pro Forma Income Projection.
In Year One this allowance has been forecast at $74,841.

Total Expenses
Adding the expenses as described above results in forecast Stabilized Operating Expenses in an amount

equal to $1,640,646.

Net Operating Income
Based on the foregoing, Stabilized Net Operating Income is projected at $230,373.
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Pro Forma Income Statement

Based on the foregoing, a Pro Forma Income Statement for the Subject Property is presented below.

PRO FORMA INCOME STATEMENT

Green Fees 14,063 rounds @ $48.38 avgiround $680,368

Membership Revenue 222 members @ $2,149 avg/member $477,067
Golf Cart Revenues $157,056
Other Golf Course Ravenue $132,380
Food & Beverage $297,703
Pro Shop $126,446
POTENTIAL GROSS INCOME , $1,871,018
EXPENSES
Golf Course Maintenance (5674,897)
Golf Cart Expenses ($19,632)
Pro Shop Labour/COGS ($107,479)
Food and Beverage Expense/COGS ($253,048)
General & Adminisirative (893,336)
Repalrs & Maintenance ($112,003)
Management ($130,671)
Marketing ($37,334)
Professional Fees ($9,334)
WUAiities ($74,669)
Res! Estate Taxes ($20,500)
nsurance ($32,903)
Resarve for Capital Replacement @ 4.00% EGI (374,841)
TOTAL EXPENSES ($1,640,646)

NET OPERATING INCOME - . 7 $230,373
(1) Less excluded tenants w here applicable.
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Significant Investment Characteristics of the Subject Property

The following summarizes the major investment attributes of the Subject Property that potential investors
would consider when determining an appropriate return and yield when making a purchase decision.

Market

COVID-19 has led to a significant increase in the number of people playing the game due to the relative
safety of the outdoor environment and the ability to distance appropriately. The pandemic has also led to
significant decline in food and beverage revenues for courses.

Location

In a rural environment in the Parksville area, approximately 35 kilometres north-west of Nanaimo and 120
kilometres north-west of the Victoria/Capital Regional District.

Accessible from Highway 19 (Inland Island Highway), a major provincial highway via Highway 4A.

Physical Attributes

A modermn layout attractively landscaped with predominately forested terrain, multiple tee boxes and some
riverfront holes.

A course of an average level of difficulty making for reasonably fast play

Full service restaurant on site.

Driving range.

Operational

Properly has a challenging historical operating environment.

Food and beverage operations are seasonal and a challenge to operate profitably. The CcOVID-19
pandemic has added to the difficulty of maintaining revenue in this department.

The Recelver-Manager has also hired experienced golf managers who have history with the area, including
time at competing courses.

Conclusians
Positive Aspects Well-dssigned golf course with atiractive layout at affordable prices In the
popular Central Vancouver Island golf area

Offers food and beverage services.
COVID-19 has led to significant increase in people playing the game.

Negative Aspecls Property is still in a transition phase with an expected 18 to 24 months to
stabilization of revenue and profit levels.
Increases in number of players may not last once other activities return
after vaccination takes hold.
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Investment Analysis

Investment Allernatives
Following are current investment yields with respect to various alternative investments.

INVESTMENT ALTERNATIVES . ,
Gov't. Yields Office REIT'S Industrial REMT'S Retall REIT'S Apartment REIT'S | Diversified REIT'S

BOCOR  0.25%] Allied 4.20%| Summit 3.80%] RioCan 4,90%| CAP 2.60%] Morguard  4.40%
GOCSyr 1.00%{ DREAM 4,70%| OREAM 5.20%| FirstCptl.  2.60%] Killam 3.70%| H&R 4,80%
GOC 10yr 1.56%| Slate 9.10%| Granite 3,90%| Smart 6.90%{ Boardwalk 2.80%| Artis 5.50%

Source: Bank of Canada, BMO Capital Markots ns at March 31, 2021

Investment Parametlers
Following are the results of the most recent commercial real estate return surveys, as expressed by overall
capitalization rates and discount rates.

Q4 2020 INVESTMENT PARAMETERS - VICTORIA .

Investment Type Overall Capitalization Rates . Discount Rates
Industrial
Single 5.00% - 5.25%
Multi 5.25% - 5.50%
Downtown Office
Class 'AA’ 5.00% - 5.25%
Class 'B’ 5.25% - 5.50%
Suburban Office
Class ‘A’ 5.25% - 5.60%
Class B’ 5.50% - 5.75%
Retail
Reglonal/Power 5.25% - 5.50%
Community 5.25% - 5.50%
Strip Plaza 5.25% - 5.50%
Multi-Residential
High Rise 4.00% - 4.25%
Low Rise 4.25% - 4.50%

Sourca: Colllers International Really Advisors (OCR)

Comparable Transactions

The task of determining an appropriate overall capitalization rate is best served through an analysis of
current market activity. In consideration of the characteristics described above, the transactions
summarized in the table on the following page have been selected and analyzed.

Further details of these transactions can be found in the Appendix section located at the end of this report.
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olf Coursa Investment Transactions & Analysis

, . transacllon TW6 | Transoction Three Transaction Folir - Transaction Five
N Arbuns Ridge Gof snd  Sunsel flanch Gok end Bghorn Goll and
Froperly Nemet Morningstar Gollt Course Saion Arm Goll Culy C b Chub Yy Cub Farw s Goll (b
Addrens szStowrysPosd 3641 Hghway 97 3515 Telepraph Rosd 5101 Uper Boon Fodd 4000 upnousa D 3730 Fairwinds Dive
Purkavie. Brenh Esmon Arm 8C Cabbie 0, BC Kelowna, BC Kenioops, BG Nancoss Bay, BC
Transwcion Price $2,500,000 $4,500.000 $4,000,000 32.500,000 $4223 967
Anslyshs frics 53,500,000 $4,500.000 $4,000,000 $2.500,000 $4221.067
Anstysis Price per Yard o8 i $815 80 3881
Arslytis Prica per Acre ST 404 28020 333853 $19.260 520,834
(s H} 1230373 $340.000 $425 400 $337,000 5167500 8207118
Transsctiens] Charactaristics
Traraaction Suws Recordad Recorded Recorded Recorded Recorded
Transacton Dete 12020 kirilriat] 122072018 121207 TR1R0S
Warkat Condeons Superior Superiof Interior lerior nlerior
Proparty Rghts Conveyed Fea Sirple Feo Simple Foe Sepla Loasanold Fea Sirple
Fnancing \ d L L losed ¢
Condiions of Sais Arma-Length Arme-Lengh Arms-Lsnhgth Arrs -Length Arm-Lengh
Mo ption Vonder Noyrn Mool
Transections| Adjuniment None Upward Dawrwwd Downward Downward
e Charnciariatics
Sia Size (SF) 5,158,788 8750916 6,995,706 5.177.542 3,654,088 6,187,094
Sike Saw (Acre] 197,300, 201.100 180.600 112880 129,800 141580
Loeation Avorsge lerior S hlarir Suiparior Buperior Elrler
Access Averme Blriler Sarder Sarllay Sirier Bimiar
Exposure Aveisge 51. Supericr Sirller Sardar Superor Si Supstior
Devetopment Pobentat? Sosrm/Lirhed Urriked Linied Lirfec GorwiLimied Sorrm
s T " arior leior Surdar Norw: Superioe
Sits Adjustment Downward Downward Upw ard Upward Upward
improvemaeni Charscie rislics
Froparty Type Gaoll Course Golt Course Golt Dourse Golt Courns Goll Course Got Courswe
Bub-Typs Dady Fos w Merberahip Fuble Coues Puble Course Pubk: Couxse Pubdc; Courss Public Course
Oesign / Layoul Average Sl S Supetior Savidar Srriler Samibar
Quaty Aveisge Shrbar $1. Bupariox Eerhar Simar Bimiar
Condi#ion Aversge Simlar S, Suparion Sirrilar Shrder Siniar
Couwsa ¥ cdage 7,003 8,584 [ Ri-x1 4,500 8863 8204
ey B — w5 1 T : :
improvemant Adustmant Nans Upward Nons Wone Uownward
Economic Charactaristics
Farvara Upside Limkad Loside Lirniad Ups de Ho Upside Ho Upside Favanus Upsioe
HOU Yrd 332,90 L Soest $a8.70 $51.86 32887,
Econombs Adhustmaent Hans Daw nwad Dowerward Upward
Ovecstl Capitalzaiion Rats 7% RAS% a.43% TI8%
Owarakt Adjusiment Downward Downward Downwerd Upward
Oversh Comparabhity bieion nferior e Bupsror
Lawer Then Lewer Than Lowar Than Higher Than
Canchiuion LI1% - - T L
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COMP DISTANCE NAME ADDRESS 0OCC. SALEDATE OAR $ISF
Subject - Mamingstar Golf Course 525 Lowry's Road, Parksville, BC 00.0% - - $84
No.1 3asBkm  Salmon Amm Golf Club 3641Highway 978, Saimon Am,BC ¥8/2020 9T 5408
No.2 830km  Arbulus Ridgu Golf and Couw 355 Telegraph Road, Cobble Hill, BC 7129209 9.45% $727
No.3 367.3km  Sunsst Ranch Golf and Cour 501Upper Booth Road South, Kelowna, BC RJ201208 843% $86
No.4 3273km  Bighom Golf and Country Ch 100 Clubhouse Dr,Kamioops,BC /Y207 750% $3280
No.5 BIkm Falrwinds Golf Club 3730 Felrwinds Drive, Nanoose 8ay,BC 7/3Y206 536% $681
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Capitalization rates tend to vary between properties depending to some extent on such factors as location,
size and type of development, quality and condition of improvements, and amenities provided. Combining
all of these features with considerations of leasing history and trends, strength of tenancy and income
security, the overall capitalization rate tends generally 1o reflect the perceived quality and durability of the
property's income earning capacity.

Properties with a strong rental history and stable tenancy with the perceived potential for increases in
revenues tend to trade al comparatively low overall capitalization rates as compared to properties which
have a history of vacancy, poor tenant covenants, physical and/or locational challenges, of other forms of
percelved Instability.

Analysis of Comparable Sales

The selected transactions pertain to activity that occurred between July 2015 and January 2020. Ths
properties vary in size from 6,193 square feet to 8,584 yards and were originally constructed between 1988
and 1995. These transactions represent capital investments that range from a low of $2,500,000 to a high
of $4,500,000. The stabllized overall capitalization rates indicated by these transactions vary from a low of
5.36% to a high of 9.71%.

The upper end of the range is set by Comparable Transaction No. 1, at 9.71%. In comparison with the
Subject Property, this property exhibited a motivated vendor (due to a member owned ownershlp structure
that was seeing strain from a decline in new members replacing old members who wished to retire) as well
as an inferior Salmon Arm location. For these reasons, the indicated overall capitalization rate for this
transaction is deemed to be over-stated in relation 1o the Subject Property.

The lower end of the range relates to Comparable Transaction No. 5 at 5.36%. Relative to the Subject
Property, this property reflects a transaction that occurred during a period of inferior market conditions,
warranting an upward adjustment. However, the property is not within the ALR and has fairly favourable
medium to long-term redevelopment potential. Furthermore, this property was acquired as part of a large,
comprehensive development site. Consequently, this transaction Is considered to provide an under-stated
overall capitalization rate indication relative to the Subject Property.

The remaining three transactions present a somewhat narrower range in overail capilaiization rates of
between 7.50% and 9.45% and are deemed to be generally representative of an appropriate range for the
Subject. It is felt that Arbutus Ridge Golf and Country Club at 9.45% is inferior due to a portion af the
property being on leasehold land, as well as the facl that a sizeable portion of the revenue stream comes
from non-golf activities such as the event facilties and restaurant and bar, which typically have higher
operating costs. Furthermore, it is believed there is no upside in any revenue stream. Sunset Ranch Golf
and Country Club at 8.43% sold during a period of inferior market conditions and so a downward adjustment
is warranted. Revenue at this property is considered to be maximized. Bighom Golf and Country Club at
7.50% is superior to the subject due to a preferable Kamloops location and revenue upside.

Based on the foregoing analysis, it is our opinion that an appropriate overall capitalization rate applicable

to the subject property Is lower than Transaction No. 1 (9.71%), Transaction No. 2 (9.45%) and Transaction
No. 3 (B.43%); and higher than Transaction No. 4 (7.50%) and Transaction No. 5 (5.36%).
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Overall Income Capitalization

On the basis of our Revenue and Expense Analysis, the Stabilized Net Operating Income for the property
has previously been projected in the amount of $230,373.

As summarized on the previous page, overall capitalization rates extracted from the comparable investment
sales reviewed range between 5.36% and 9.71%. Taking into consideration the investment characteristics
of the Subject Property including its location, size, building quality and security of income, and as measured
against the back-drop of the current investment climate for properties such as the Subject Property, it is our
opinion that an overall capitalization rate in the range between 7.50% and 8.00% would be appropriate.
Applying such rates to the projected Year One net operating income results in the following estimated value
range, adjusted for holding and lease up costs and capital expenses, If required.

VALUE MATRIX - DIRECT OVERALL CAPITALIZATION

OCR STABILIZED NOt VALUE"
7.50% $230,373 $3,050,000
7.75% $230,373 $2,950,000
8.00% $230,373 $2,900,000

(1) Rounded to nearest $50,000.

Summary

Selecting the mid-point of the range, the foregoing analysis indicates an estimated value by way of Overall
Income Capitalization of $2,950,000 (rounded) as of the effective date of this valuation.

The above value estimate Is in conjunction with the Assumptions and Limiting Conditions stated within this
appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions and Extraordinary
Limiting Conditions outlined within the Terms of Reference section.
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Discounted Cash Flow

The Discounted Cash Flow Technique models a property's performance over a buyer's investment horizon
from the date of acquisition through the projected sale of the property at the end of the holding period. Net
cash flows from property operations and the reversion are discounted at a rate reflective of the property's
economic and physical risk profile. :

Revenue / Expenses

The revenues and expenses were discussed and set forth within the previous section. For the first year of
our analysis, we have adopted the budget as prepared by the Receiver-Manager. For each year thereafter,
we have adopted stabilized expenses as outlined in the previous section.

Investment Horizon
The Subject Property’s value has been analyzed using a 10-year -holding period from April 28, 2021.

Growth Rates and Future Years Revenue and Expense Assumptions

Future growth rates and revenue and expense assumptions are outlined on the following pages. It is noted
that the current high rate of golf rounds played is considered unlikely to be sustained once activities currently
limited, or prohibited, due to the pandemic retum to pre-pandemic levels. Therefore we are predicting a
decline in rounds played in Year 2, following by zero percent growth in Year 3, an uptick of 1.5% in Year 4,
and then 1.0% thereafter,

Cash Flow Projections
Based on the foregoing, the Cash Flow Projections for the property are presentsd on the following pages.

Net Present Value

As discussed previously, in order to convert the cash flow projections into an expression of current value
two rates must be selected for an application of the DCF process; a discount or intemnal rate of retum and
an overall capitalization rate used to determine the reversionary or terminal value.

Discount Rate

Having regard to the Subject property’s characteristics including its physical condition, location and leasing
position, we have elected to use a discount rate of between 10.00% and 11.00%. Golif courses represent a
higher risk profile than most real estate due to its nature as a going concemn, the effect of weather and
environmental conditions on revenues and expenses as well as the overall decline of golf from the 1980's.

Reversionary Cap Rate

Taking into consideration the Subject property's forecast income characteristics, its physical condition,
locational characteristics and its anticipated future utility, a rate higher than that used for the Overall income
Capitalization Approach s justified. In this regard, the Net Operating Income projected for Year 11 will be
capitalized using rates of between 7.50% and 8.50%.
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Discounted Cash Flow Assumplions Yoar 2 Year 3 Year 4 Yoar 5 Year G Yoar 7 Year 8 Year3  Year 10 Year 11
Enlimsta Murkal Rounds % Anrual Grow th -2.0% 0.0 15% 15% 15% 15% 15% 1.5% 1.5% 1.5%
Subyec! Faw Srare of founds % Anrusl Geow th 10% 10% 10% 10% 10% 10% 10% 10% 10% 10%
Frojactsd Bubject Rownas % Annusl Grow i 2.0% 09% 15% 15% 1.5% 15% 15% 15% 1.5% 15%
Avernps Grean Fees % Annuml Grow th 1.0% 1.0% 1.0% 10% 10% 1.0% 10% 10% 10% 1.0%
Norrber of bambers % Anyria) Qo th 1.0% 1.0% 1.0% 1.0% 10% 1.0% 10% 1.0% 1.0% 10%
Momership Reverus % Anvwml Geow i 1.0% 1.0% 10% 10% 1.0% 10% 10% 0% 1.0% 1.0%
Galf Cavt Maven % Annu Grow h 1.0% 0% 0% 1.0% 1.0% 1.0% 1.0% 10% 10% 1.0%
Owwer Golf Course Ravanus % Anrua) Grow th 10% 1.0% 1.0% 10% 1.0% LO0% 1.0% 1.0% 1.0% 1.0%
Food & Bevesge Ravenus % Annual Grow ih 10.0% 1.0% 10% 10% 10% 10% 1.0% 10% 1.0% 0%
Pra Shop Ravenue % Anresad Grow th 50.0% 1.0% 1.0% 10% 10% 10% 10% 10% 10% 15%
Dapartmantal ixpeness
Got Craxge Meiterance % of Golf Revenus jsxcl Gof Car) 82.5% 525% 425% 525% 523% 525% 52.3% 52.5% 52.5% 525%
Goll Ol Expentes % of GoXl Cart Ravornue 12.5% 123% 12.5% 125% 125% 12.5% 125% 12.5% 125% 12.8%
Fra Shop Latowr OGS % of Pro $hop Revenus 85.0% 85.0% 830% 25.0% 850% BS0% 85.0% a5.0% BS0% 25.0%
Food and Baversge Expensa/COGS % of Food A Bavarsgu Revanua a50% a50% 85 0% 850% 85.0% B5 0% 850% 85.0% 85 0% B50%
Undirbumd Expenses
Ganeral B Adrrinkwailvs % of Total Favernm 50% 50% 50% 50% 50% 60% 50% 50% §0% 50%
Feguirs & Maniensnce % ol Tow! Rovenus 4.0% 8.0% 0.0% 80% B0% 6.0% 2.0% 0% 6.0% 8.0%
enagement % of Towi Revaoue 10% ro% 7.0% 70% TO% 1.0% 70% 70% 10% 70%
Markating % of Talml Aevenus 20% 20% 20M 20% 20% 20% 20% 20% 20% 20%
Profsesionsl Fess % of Tolat Auverue 05% 0.5% 0.5% asy 0.5% 0% 0.5% 0.5% 05% 0.5%
Uiines. % of Toial Reverus <40% 4.0% 40% 40% 4.0% 4.0% 40% 40% 40% 4.0%
Other Bxpenses
Fnl Cainie Taves Khcease 25% 25% 25% 2% 25% 25% 25% 25% 25% 25%
haurancs K/rcrease 25% 25% 5% 5% 25% 2.5% 25% 5% 25% 25%
Caphal Bepenaitures
Fuserves for Capital Repincement % of Tolal Favarne 40% 4.0% A 0% 40% 40% an% A0% 40% 4.0% 40%
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Results of the Discounted Cash Flow, along with a sensitivity matrix are shown below:

PRESENT VALUEr OF CASH FLOW .

USCOlNT DISCOUNT DISCOUNT

YEAR PERIOD CASHFLOW | FACTOR Pﬁm FACTOR Pﬁﬁ; FACTOR m
@ 10.25% @ 10.50% @ 10.75%

1 Apr-21-Mar-22 $171,033 | 0.9070 $155132 | 0.9050 $154,781 | 09029 $154,432
2 Apr-22-Mar-23 $226,248 | 0.8227 $186.135 | 0.8190 $185284 | 08153 $184,458
3 Apr-23-Mar-24 $227,700 | 0.7482 $169,913 | 0.7412 $168,763 | 07382 $167,622
4 Apr-24-Mar-25 $231,138 | 06768 $156.443 | 0.6707 $155032 | 0.6647 $153,637
5 Apr-25-Mar-26 $234625 | 06139 $144,039 | 0.6070 $142417 | 0.6002 $140,817
6 Apr-26-Mar-27 $238,188 | 0.5568 $132832 | 0.5493 $130,842 | 05419 $120,080
7 Apr-27-Mar-28 $241,811 | 05051 $122,131 | 0.4971 $120,210 | 0.4883 $118,323
8 Apr-28-Mar-29 $245513 | 0.4581 $112,472 | 0.4489 $110453 | 0.4418 $108,474
9 Apr-29-Mar-30 $249,266 | 0.4165 $103,575 | 0.4071 $101,485 | 0.3989 $99,442
10 Apr-30-Mar-31 $253,109 | 0.3768 $95394 | 0.3884 $93258 | 0.3602 $91,174

PV OF CASH FLOW $2,318,630 $1,377.,867 $1,362,534 $1,347.458

REVERSIONARY YEAR 11 NOI $345,095

PROPERTY RESALE@ 8.00%  $4,313,684

COST OF SALE @ 0.00% $0

PV OF REVERSION $4,313684 03769  $1,625782  0.3884 $1,589,372 03602  $1,553,857

TOTAL PRESENT VALUE (CASH FL.OW + REVERSION) $3,003,649 $2,951,906 $2.901,315

FINAL VALUE CONCLUSION T : . 82050,000.

IMPLIED CAPITALIZATIONRATE: =
* Based on Stabilized Year NO|

_MARKET VALUE AS IS - ,

As of April 2021 - includes Years Start Perlod: 1 through 11

Terminal Discount Rate {IRR) for Cash Flow
Cap Rates 10.00% 10.25% 10.50% 10.75% 11.00%
7.50% $3,167,450 $3,004,906  $2,953,129
1.75% $3,110,225 $2,951,439  $2,900,855
8.00% 0 315 '
8.25% $3,006,179 $2,854,228  $2,805,811
8.50% $2,958,746 $2,809,912  $2,762,483
Revle?: jon 10.00% 10.25% 10.50% 10.75% 11.00%
Cost of Sale at Reversion 0.00%
Percent Residual 53.84%
ROUND TO NEAREST $50,000 $2,950,000

Summary

Selecting the mid-point of the matrix, the foregoing analysis indicates an estimated value by way of
Discounted Cash Flow Technique of $2,950,000 (rounded) as of the effective date of this valuation.

File Reference: YVR210479



;Colliers

INTERNATIONAL

Morningstar Golf Course, 525 Lowry's Road, Parksvitlle, British Columbia

The above value estimate is in conjunction with the Assumptions and Limiting Conditions stated within this
appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions and Extraordinary

Limiting Conditions outlined within the Terms of Reference section.
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Direct Comparison Approach

The Direct Comparison Approach examines the cost of acquiring equally desirable and valuable substitute
properties, indicated by transactions of comparable properties, within the market area. The characteristics
of the sale properties are compared to the Subject property on the basis of time and such features as
location, size and quality of improvements, design features and income generating potential of the property.

Given the Iinvestment nature of the Subject Property, the sale transactions presented within the Income
Approach are considered 1o be reasonable for use under this method of valuation. It is noted that income
producing properties such as the Subject are most relevantly valued through their income characteristics,
and therefore the gross income must also be given consideration within our analysis.

The transactions summarized and analysed in the table on the following page are considered to be suitably
comparable to the Subject property with respect to the characteristics below and to therefore provide a
reasonable and reliable indication of value.

In valuing the Subject Property, each of the transactions has been compared to the Subject Property. The basis
for comparison included the consideration of the following:

e Property Rights Conveyed

» Financing Terms

¢ Conditions of Sale

+ Market Conditions (Transaction Date and Status)
» Physical Characteristics

* Economic Characteristics

Golf course properties such as the subject are ofien compared one of three ways In the Direct Comparison
Approach. The Gross Income Multiplier {(GIM) examines each comparables revenue generating potential, The
Price Per Acre looks at the underlying land on which each property resides. The Price Per Yard uses the golf
course improvements of each property as a unit of comparison. In the case of the subject, we have analyzed
the sales using the Gross Income Multiplier.
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Golf Course Transactions & Analysis
Momtngs}a{@nlf Course -

~ TransachonTeo

Arbuius Risge Go¥ and  Sunsst Ranch Goll and Bighom Goll and
Poperty Name Momingster Goll Course Sairron Arm Golf Oub Oub G ry G Fairw inds Goll Craby
Address so5lowrysFoad 541 Mghwey 078 3515 Telegraph Fioed 5101 Unpar Booth Roal 400 cynogsa Iy 3730 Fairw inds [iive
Purksia. Briah Sakron Arm BC Cobble He, BC Kelowna, 8C Kamkops. BC Nanccss Bay, BC
Transackon Frice $3,500,000 $4.500,000 54,000,000 $2,500,000 34,223,957
Aralysis Frics $2,500,000 $4.500.000 54,000,000 $2.500.000 54,223,967
Analysis Frics per Yard $408 §727 816 $360 $681
Analyals Frics per Acis $17.404 $20.020 433853
Gross heame $1871.018 32.267.000 $425460 £337,000 $187,500 3227118
Transactionsl Cheracteristics
Trans scton Stakus Racorded Recarsad Recorded Recorded Racorded
Traceaction (s 120 7212018 121202018 12T 71312015
Marlel Condiions Superior Suparior Supatiot Supetior ek
Froperty Fights Conveynd Fre Srple Foe Sirpie Fas Sirpla Leasshold Foo Simpla
Francing L ! loaad U fosed Undisclosed Undisclosad
Conditiors of Sals Armw-Langh Arrma-Lengh Artiw-Langth Ara-Langih Arre-Leogth
Motvaion Vendor _ toursl hendral Neutrat Newtral
Transsctionsl Adjusiment None Dow nward Upward Upward Upward
Siis Charscietistics
San a6 (SF) 6,158,768 3750216 69958726 5,177,542 5,654,088 6,167,004
Site Bize (Acre) 187.300 201100 160600 116,660 120.800 147,580
Locstion Average Wfarior Sk lesior Suparior Supsrion Simiar
Actase Ayarage Simitar Sirilar Sherikar Simitas Similar
_Ezposurs Auerage S Supetlr i Sidar _Spstr St Sypart
Al Adjustmest Upw ard Upward Dow nward Downward Downward
m prevamant Characierfatics
Property Type Golf Courne Go¥f Course Gall Cournn Go¥f Course Goll Course Golf Coursa
Gub-Type Dely Fou w [Merbership Public Course Pubic: Coures Fublic Course Pubic Course Public Courne
Design / Layox Avarags Symilar 81 Suparior Strilar Simkar Simiar
Ousity Avirage Simiat Si Superior Sievttar Sirdac Shrdlar
Condhion Average Seriar SE Superior Sirlay Smew Sknias
Course Yadags 1.003 8,584 6,193 6,500 8953 8,204
RV W 1991 _ 1995 108 om0 . _1se3
improvemant Adjustment HNone Downward Hone Hone Upward
Econamic Charactaristics
1 Pace vs Merkal Limited Upside Lirritad Lipside o Upside HNo Upside Revenuve Upside Limiled Upside
NOL Ygrg 3351 53070 $51.88 e $36.61
Economic Adjustment Upward Wrward Hons Upw ard Nona
OversH Adjustment Upward Oownward Dowonward Downward Downward
Cvaralt Comparabifity edor Superlor Superior Superior Supetior
Conclusion Hgher Than Lower Than Lower Than tLower Than towsr Than
EET HE] 250 W 20
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Analysis

The selected transactions pertain to activity that occurred between July 2015 and January 2020. The
properties vary in size from 6,193 yards to 8,584 yards and were originally construcled between 1988 and
1995. These transactions represent capital investments that range from a low of $2,500,000 to a high of
$4,500,000. The Gross Income Multipliers indicated by these transactions vary from a low of 1.54 to a high
of 2.54.

At the upper end of the range, Comparable Transaclion No. 2 comprises a transaction that occurred during
a period of superior market conditions and represents a facility of superior quality and condition to the
subject. For these reasons, a lower GIM than 2.54 is applicable to the subject.

Comparable Transaction No. 1, at the lower end, refiects a motivated vendor and an inferior Salmon Arm
{ocation. For these reasons a higher GIM than 1.54 is applicable to the subject property.

The remaining three indicators present a narrowed GIM range of between 2.00 and 2.50. All of these sales
are considered superior to the subject either due to location (Comparable Transaction Nos. 3 and 4), or
future redevelopment potential {Comparable Transaction No. 5). Accordingly, a lower GIM is applicable to
the subject than these three transactions.

Based on the preceding analysis, an appropriate unit value per square foot for the subject property, on a
stabilized basis, should be lower than Transaction No. 2 (2,54), Transaction No. 3 (2.50), Transaction No.
4 (2.00) and Transaction No. 5 (2.00); and higher than Transaction No. 1 (1.54).

In consideration of the sale indices reviewed and the accompanying analysis, we are of the professional
opinion that an appropriate stabilized unit value range for the Subject property would be a Gross Income
Muitiplier (GIM) of between 1.50 and 1.70 Applying such unit values to the stabilized gross income of the
property results in a range in estimated stabilized values as summarized in the table below.

,. - VALUE MATRIX - DIRECT COMPARISON

GROSS INCOME GIM VALLE"Y
$1,871,019 1.50 $2,800,000
$1,871,019 1.60 $3,000,000
$1,871,019 1,70 $3,200,000

(1) Round to nearest $50,000

Summary

Selecting the mid-point of the matrix, the Direct Comparison Approach indicates an estimated value of
$3,000,000 (rounded) as of the effeclive date of this valuation.

The above value estimate is in conjunction with the Assumptions and Limiting Conditions stated within this
appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions and Extraordinary
Limiting Conditions outlined within the Terms of Reference section.
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Reconciliation and Final Estimate of Value

The Subject property is a 7,003 yard, 18-hole golf course located on a 187.30 acre site. The property
represents average quality construction and was in average condition as of the effective date of the report.

The approaches used in this valuation provide the following values:

VALUATIONSUMMARY
CURRENT
VALUATION INDICES MARKET VALUE
AS-S
iNTEREST APPRAISED FEE SIMPLE AS A GOING CONCERN

DATE OF VALUE APRIL 28, 2021

, . . INCOME APPROACH .
Discounted Cash Flow $2,950,000

Holding Period 10 Years
Terminal Capitalization Rate 8.00%
internal Rate of Retum (Cash Flow) 10.50%
Overall Income Capitalization $2,950,000
Stabilized NOI $230,373
Capitalization Rate 7.75%

- . _  DIRECT COMPARISON APPROACH
Direct Comparison $3,000,000
Gross Income Multiplier 1.76

~ FINALVALUE CONCLUSION

FINAL VALUE $2,950,000
Implied Capitalization Rate 7.81%

For income producing properties such as the Subject, potential purchasers would place considerable
emphasis on the income earning potential of the property. In this regard, the income Approach would be
the favoured method of valuation. In general, the Overall Income Capitalization method is favored over
Discounted Cash Flow Analysis as it is less subjective. However, when valuing multi-tenant developments
with varying rental rates, lease terms, etc., Discounted Cash Flow Analysis increases in significance,
particularly when the net operating Income is projected to change over the life of the investment.

The Direct Comparison Approach, which is primarily used with respect to the valuation of owner occupied
buildings, is based on the price per square foot of similar property transactions. The Direct Comparison
Approach, in this case, is supportive of the indications of value in the Income Approach.

Based on the foregoing, and with most weight applied to the Income Approach it is our opinion that the current
market value as is of the fee simple as a going concern interest in the property, subject to the assumptions
set forth, and as at April 28, 2021, was:

. VALUETYPE. . INTEREST APPRAISED . DATEOEVALUE

Current Market Value Asds Fee Simple As A Going Concern Aprit 28, 2021 $2,950,000
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The above value estimate is based on an exposure period of 12 to 18 months, assuming the basis of a
transaction involving cash to the vendor and is in conjunction with the Assumptions and Limiting Conditions
stated within this appraisal. Of particular note are the Hypothetical Conditions, Extraordinary Assumptions
and Extraordinary Limiting Conditions outlined within the Terms of Reference section.
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Certification

Morningstar Golf Course
525 Lowry's Road, Parksville, British Columbia V9P 2R8
(See Property Data Section for Legal Description)

|, the undersigned appraiser, certify that, 1o the best of my 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 my impartial and unbiased professional analyses, opinions and
conclusions;

» | have no past, present or prospective interest in the property that is the subject of this report and
no personal and/or professional interest or conflict with respect to the parties involved with this
assignment;

» | have no bias with respect to the property that is the subject of this report or to the parties involved
with this assignment;

« My engagement in and compensation for this assignment were not contingent upon developing or
reporting predetermined results, the amount of the value estimate, a conclusion favouring the client,
or the occurrence of a subsequent event;

« My analyses, opinions and conclusions were developed, and this report has been prepared, in
conformity with the Canadian Uniform Standards of Professional Appraisal Practice (CUSPAPY),

« | have the knowledge and experience 1o complete this assignment competently, and where
applicable this report is co-signed in compliance with CUSPAP;

» Except as disclosed herein, no one has provided significant professional assistance to the
person(s) signing this report;

» As of the date of this report the undersigned has fulfilled the requirements of The Appraisal Institute
of Canada's Continuing Professional Development Program;

« 1am a mamber in good standing of the Appraisal Institute of Canada;

« 1am not required to be licensed to practice in the Province of British Columbia.

Information pertaining to inspection of the subject property Is as follows:

SUBJECT PROPERTY INSPECTION

APPRAISER ‘ INSPECTED EXTENT DATE OF INSPECTION

Jarmes Glen, AACE P.App Yes hnterior/Exterior Septerrber 19, 2018
Andrew Buhr, B. Corm, AIC Candidate Yes Interior/Exterior Aprl 17, 2020
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Final Estimate of Value

Based upon the data, analyses and conclusions contained herein, the current market value of the Fee
Simple As A Going Concern interest in the property described herein, as at April 28, 2021, is estimated to
be as follows:

VALUE TYPE . INTEREST APPRAISED DATE OF VALUE VALUE
Current Market Value Asds Fee Simple As A Golng Concem April 28, 2021 $2,950,000

The above value estimate is based on an exposure period of 12 to 18 months, assuming the basis of 8
fransaction involving cash to the vendor, and is subject to the Extraordinary Assumptions, Hypothetical
Conditions and Extraordinary Limiting Conditions as detailed within the Terms of Reference section of this
report, in addition to the Ordinary Assumptions and Limiting Conditions contained in the Addenda. Any
alterations to either the information provided or the assumptions in this report may have a material impact
on the value contained herein.

Appraiser

James Glen, AACH, P.App
Date: April 28, 2021
AIC Membership No. 900329
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Appendix A

Ordinary Assumptions and Limiting Conditions
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Ordinary Assumptions and Limiting Conditions

The certification that appears in this appraisal report is subject to compliance with the Personal information
and Electronic Documents Act (PIPEDA), Canadian Uniform Standards of Professional Appraisal Practice
(“CUSPAP"), and the following conditions:

1) This report has been prepared at the request of Gary Powroznik, FCPA, CIRP, LIT of G. Powroznik
Group Inc. Raeceiver-Manager Morningstar Golf Club Ltd. (the client) for the purpose of providing an
estimate of the market value of 525 Lowry's Road, Parksville, British Columbia (the Subject
property) and for the specific use referred to. it is not reasonable for any party other than the person or
those to wham this report is addressed to rely upon this appraisal without first obtaining written
autharization from the client and the author of this reporl. This report has been prepared on the

assumption that no other party will rely on it for any other purpose. Liability is expressly denied to any
person other than the client and those who obtain written consent and, accordingly, no responsibility is
accepted for any damage suffered by any such person as a result of decisions made or actions based
on this report. Diligence by all intended users is assumed.

2) This report has been prepared at the request of Gary Powroznik, FCPA, CIRP, LIT of G. Powraznik
Group Inc. Receiver-Manager Morningstar Golf Club Lid. and for the exclusive (and confidential) use
of the recipient as named and for the specific purpose and function as stated. Written consent from the
authors must be obtained before any part of the appraisal report can be used for any use by anyone
except the client and other intended users identified in the report. Liability to any other party or for any
other use is expressly denled regardiess of who pays the appraisal fee.

3) All copyright is reserved to the author and this report is considered confidential by the author and Gary
Powroznik, FCPA, CIRP, LIT of G. Powroznik Group Inc. Receiver-Manager Momingstar Golf Club
Ltd.. Possession of this report, or a copy thereof, does not carry with it the right to reproduction or
publication in any manner, in whole or in part, nor may it be disclosed, quoted from or referred to In any
manner, in whole or in part, without the prior written consent and approval of the author as to the
purpose, form and content of any such disclosure, quotation or reference. Without limiting the generality
of the foregoing, neither all nor any part of the contents of this report shall be disseminated or otherwise
conveyed to the public in any manner whatsoever or through any media whatsoever or disclosed,
quoted from or referred to in any report, financial statement, prospectus, or offering memarandum of
the client, or in any documents filed with any governmental agency without the prior written consent
and approval of the author as to the purpose, form and content of such dissemination, disclosure,
quotation or reference.

4) The contents of this report are confidential and will not be disclosed by the author to any party except
as provided for by the provisions of the CUSPAP and/or when properly entered into evidence of a duly
qualified judicial or quasi-judicial body. The appraiser acknowledges that the information collected is
personal and confidential and shall not use or disclose the contents of this report except as provided
for in the provisions of the CUSPAP and in accordance with the appraiser's privacy policy. The client
agrees that in accepting this report, it shall maintain the confidentiality and privacy of any personal
information contained and shall comply in all material respects with the contents of the appraiser's
privacy policy and in accordance with the PIPEDA.

5) This appraisal report, its content and all attachments/addendums and their content are the property of
the author. The client, intended users and any appraisal facilitator are prohibited, strictly forbidden and
no permission is expressly or implicitly granted or deemed to be granted, to modify, alter, merge, publish
(in whole or In part) screen scrape, database scrape, exploit, reproduce, decompile, reassemble or
participate in any other activity intended to separate, collect, store, reorganize, scan, copy, manipulate
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electronically, digitally, manually or by any other means whatsoever this appraisal report, addendum,
all attachments and the data contained within for any commercial, or other, use.

6) The appraiser has agreed to enter into the assignment as requested by the client named in the report
for the use specified by the client, which is stated in the report. The client has agreed that the
performance of this appraisal and the report format are appropriate for the intended use.

7) This report is completed on the basis that testimony or appearance in court or at any administrative
proceeding concerning this appraisal is not required unless specific arrangements to do so have been
made beforehand. Such arrangements will include, but not necessarily be limited to, adequate time to
review the appraisal report and data related thereto and for preparation and for any appearances that
may be required, and the pravision of appropriate additional compensation.

8) The estimated market value of the real estate that is the Subject of this appraisal pertains to the value
of the fee simple as a going concern interest in the real property. The property rights appraised
exclude mineral rights, if any.

9) The concept of market value presumes reasonable exposure. The exposure period is the estimated
length of time the asset being valued would have been offered on the market prior to the hypothetical
consummation of a sale at market value on the effective date of valuation. The overall concept of
reasonable exposure encompasses not only adequate, sufficient and reasonable time but alse
adequate, sufficient and reasonable effort. The reasonable exposure period is a function not only of
time and effort but will depend on the type of asset being valued, the state of the market at the date of
valuation and the level at which the asset is priced. (The estimated length of the exposure period
needed to achieve the estimated market value is set forth in the Letter of Transmittal, prefacing this
report).

10) The analyses set out in this report relied on written and verbal information obtained from a variety of
sources we considered reliable. However, these data are not guaranteed for accuracy. Unless
otherwise stated, we did not verify client-supplied information, which we believed to be correct. Certain
information has been accepled at face value, especially if there was no reason to doubt its accuracy.
Other empirical data required interpretative analysis pursuant to the abjective of this appraisal. Certain
inquiries were outside the scope of this mandate.

11) The appraiser will not be responsible for matters of a legal nature that affect either the property being
appraised or the title o it. A title search has been performed as indicated previously, and the appraiser
assumes that the title is good and marketable and free and clear of all value influencing encumbrances,
encroachments, restrictions or covenants, including leases, unless otherwise noted in this report, and
that there are no pledges, charges, liens or special assessments outstanding against the property other
than as stated and described. The property is appraised on the basis of it being under responsible
ownership.

12) The property has been valued on the basis that there are no outstanding liabilities except as expressly
noted, pursuant to any agreement with a municipal or other government authority, pursuant to any
contract or agreement pertaining to the ownership and operation of the real estate or pursuant ta any
lease or agreement to lease, which may affect the stated value or saleabllity of the Subject property or
any portion thereof,

13) The property has been valued on the basis that there is no action, suil, proceeding or investigation
pending or threatened against the real estate or affecting the titular owners of the property, at law or in
equity or before or by any federal, provincial or municipal department, commission, board, bureau,
agency or instrumentality which may adversely influence the value of the real estate appraised.

14) The legal description of the property and the area of the site were obtained from the LTSA. No survey
of the property has been made. Any plans and sketches contained in this report show approximate
dimensions only and are included solely to aid the reciplent in visualizing the location of the property,
the configuration and boundaries of the site and the relative position of the improvements on the said
lands.
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15) The property has been valued on the basis that the real estate complies in ali material respects with
any restrictive covenants affecting the site and has been built and is occupied and being operated, in
all material respects, in full compliance with all Government regulations and requirements of law,
including all zoning, land use classification, building codes, planning, fire and health by-laws, rules,
regulations, orders and codes of all federal, provincial, regional and municipal governmental authorities
having jurisdiction with respect thereto, and that if it doesn't comply, any such non-compliance may
affect market value. (it is recognized there may be work orders or other notices of violation of law
outstanding with respect to the real estate and that there may be certain requirements of law preventing
occupancy of the real estate as described in this report. However, such circumstances have not been
accounted for in the appraisal process).

16) The term “inspection” refers to observation and reporting of the general material finishing and conditions
seen for the purposes of a standard appraisal inspection. The inspection scope of work includes the
identification of marketable characteristics/amenities offered for comparison and valuation purposes
only, in accordance with the CUSPAP.

17) The opinions of value and other concluslons assume satisfactory completion of any work remaining to
be completed in a good and workmanlike manner. Further inspection may be required to confirm
completion of such work. The appralser has not confirmed that all mandatory building inspections have
been completed to date, nor has the availability/issuance of an occupancy permit been confirmed. The
appralser has not evaluated the quality of construction, workmanship or materials. It should be clearly
understood that this physical inspection does not imply compliance with any building code requirements
as this Is beyond the professional expertise of the appraiser.

18) The author of this report Is not gualified to comment on environmental issues that may affect the market
value of the property appraised, including but not limited to pollution or contamination of land, buildings,
water, groundwater or air. Unless expressly stated, the property is assumed to be free and clear of
pollutants and contaminants, including but not limited to moulds ar mildews or the conditions that 