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October 25, 2004

Mr. George G.B. Giriffin, Chalrman
Board of Directors

PenMar Development Corporation
200 Castle Drive

P.O. Box 699

Cascade, MD 21719

FORT RITCHIE PURCHASE & SALE AGREEMENT
FAIRNESS OPINION

Subject:

Dear Mr. Griffin:

Enclosed please find Lipman Frizzell & Mitchell's (LF&M) Fairness Opinion
concernlng the Purchase & Sale Agreement for the Fort Ritchie property located

in Washington County, Maryland.

Based upon and subject to Lipman Frizzell & Mitchells experience as
commercial real estate professionals; our work in the following fairness opinion
report; the objectives of PMDC as stated in its enabling legislation; such other
factors as we deem relevant; and our statement of underlying assumptions and
limiting conditions--it is our opinion as of this date, that the sale of Fort Ritchie
pursuant to the Purchase and Sale Agreement is fair and reasonable.

The enclosed report details the reasoning process supporting those conclusions.

Sincerely,

MITCHELL LLC

Partner

Three Centre Park = 8815 Centre Park Drive, Suite 200 » Columbia, Maryland 21045
(410) 423-2300 Fax (410) 423-2410 » (301) 565-3380 Fax (301) 587-3033 « www.lfmvalue.com
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'EXECUTIVE SUMMARY .

The PenMar Development Corporation (PMDC) has engaged Lipman Frizzell & Mitchell
LLC (LF&M) to issue a Fairness Opinion concerning the Purchase & Sale Agreement
for the Fort Ritchie property located in Washington County, Maryland.

Purpose of this Analysis

LF&M has been retained by PMDC in fulfillment of Section 3.41(c) of the Purchase and
Sale Agreement provides that closrng under the Agreement is contingent upon the
Seller "obtaining from an MAI appraiser or other qualified real estate professional,
designated by Seller, an opinion that, based upon the objectives of Seller and other
factors which such appraiser or professional deems to be relevant, the sale of the
Property pursuant to this Agreement is fair and reasonable.”

In this particular fairess opinion, the analysis addresses factors which are above and
beyond those typically included in a private real estate transaction, since the unique
nature of the Fort Ritchie property and the legislated objectives of PMDC must be taken
into account.. This fairness opinion is not an appraisal of value.

In rendering our opinion concerning the Purchase and Sale Agreement (Agreement),
LF&M appropriately takes into consideration factors rncludrng (but not limited to) the
following: location and condition of the property; purchase price, timing and other terms:;
required minimum capital investment by the Buyer, PMDC legislative mandate; and the
experience, status and motivation of the Buyer to promptly convert the property to an
income-producing investment.

Purchase and Sale Agreement

LF&M judges that the Agreement is typical of agreements involving government, or
quasi-government sellers whose objectives are to create new development and jobs.
On balance, it is not as generous as many of the “incentive packages” we have seen
counties and cities provide developers and/or space users to attract them or have them

remain in their particular geographic area.

We find that PMDC has the authorrty to enter into a valrd contract of sale with any
purchaser of the Fort Ritchie property in order to achieve productive use in the private
sector and economic opportunities for the citizens of Maryland.

We - also find that the subject's zoning is intended to assist PMDC and the Buyer in
achieving the economic development objectives of PMDC. While the subject suffers
from its remote location and other obstacles to redevelopment, it may have certain

advantages for the right buyer.
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LF&M has evaluated the Present Value of the subject's Purchase Price in order to
understand the value of its cash payments and required investments in today's dollars,
facilitating comparison with other relevant land sales. We have also selected sales of
five Maryland propetties for closer examination, based on certain similar characteristics

which they share with the subject property.

The Purchase Price has been examined from a number of perspectives: cash
payments, total consideration (including required investment), price per gross and net
acre. Based on our analysis of similar sales, LF&M finds that the Purchase Price being
paid for the subject property is in the range of similar sales and is, therefore, fair and

reasonable.

Required Development Plan

LF&M has reviewed the Buyer's Required Development Plan and finds that it exceeds
PMDC's baseline expectations for investment and employment creation by a significant
margin. We also find that the Buyer is uniquely positioned within the commercial real
-estate development industry to attract employers to the Fort Ritchie site due to its
existing relationships with many of those entities.

Cohtingent Purchase Price

LF&M has tested the values assigned by the Agreement to jobs created on-site and to
payment of $500,000 in real property taxes annually We have found that the values
assigned seem to be reasonable and conservative in light of a Present Value analysis
of the economic and fiscal benefits associated with those items.

Conclusion

Based upon and subject to Lipman Frizzell & Mitchell's experience as commercial real
estate professionals; our work as summarized above and detailed in the following
. fairness opinion report; the objectives of PMDC as stated in its enabling legislation;

such other factors as we deem relevant; and our statement of underlying assumptions
and limiting conditions--it is. our opinion as of this date, that the sale of Fort Ritchie
pursuant to the Purchase and Sale Agreement is fair and reasonable.

Respectfully Submitted,

LIPMAN FRIZZELL TCHELL LLC

Joseph M. Cronyn
Partner
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