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A. EXECUTIVE SUMMARY 

A.1 Legal Description: SE32-34-4-W5M 

A.2  Property Owners: Ralph Charles Thompson 
Diane Patricia Thompson 

A3 Highest and Best Use: 

A.4  Effective Date of Appraisal: 

A.5  Date of Inspection: 

A.6  Date report Issued: 

A.7  Plottage of Subject Property: 

Gravel Resource Extraction 

July 14, 2011 

July 14, 2011 

August 5, 2011 

156.71 acres 

A.8  Reported Total Gravel Reserves: 2,265,219 m3  3,624,350 Tonnes 
(See Appendix V(xii) — Associated Eng/AMEC Report) 

A.9  Gravel Available for Extraction & Sale: 1,018,647 m3  1,629,803 Tonnes 
(See Appendix V(iii) — Associated Eng/AMEC Report) 

A.10 Estimated Market Value of the Fee Simple Interests in the Bareland 

Effective July 14, 2011 is ONE MILLION THREE HUNDRED THOUSAND 

DOLLARS ($1,300,000). 
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B. PURPOSE, FUNCTION AND SCOPE OF THIS APPRAISAL 

Background Information 

B.1 This report has been prepared to present the appraisers' professional opinion as to the market 

value of the fee simple interest in the subject property. According to gravel volume testing 

performed by AMEC, the overall subject property contains 2,265,219 m3  of gravel. According 

to a mining strategy report performed by Associated Engineering, the net amount of gravel 

available for extraction is 1,018.647 m2. It should be noted that this mining strategy accounts 

for applicable setbacks from both the property boundaries and the various pipeline rights of 

way which transect the subject property. The property is located approximately 20 kilometers 

northeast of the Town of Sundre, Alberta. The purpose of this appraisal report is to provide the 

appraisers' professional opinion as to the current value of the subject property containing 

substantive gravel deposits. The functions of this appraisal report are to assist ReSol Financial 

Group in: 

1. obtaining financing for the reclamation deposit that is required by Alberta 
Environment for the operation of a gravel extraction site. 

2. establishing the market value of the property for ReSol Financial Group 
and their partners. 

B.2 In the preparation of any appraisal report, there are certain applicable "Assumptions and 

Limiting Conditions" and these are outlined later within Section C relative to this appraisal. 

These assumptions and limiting conditions provide the basic foundation of the report and the 

reader is urged to review them along with the analyses and conclusions within this report. 

B.3 For the purposes of valuation, we will be making the "Extraordinary Assumption" that the 

subject property will be fully permitted for the extraction of gravel by October of 2011. This 

property already has conditional approvals in place with both Alberta Environment and 

Clearwater County. Eleanor Pengelly, Development Officer with Clearwater County has 

advised the appraisers that the subject property is in the process of gaining development 

permit approval as a gravel pit. Assuming that there are no major concerns brought forward 

from the recent public consultation and open house, Ms. Pengelly advised estimates that 

development permits will most likely be granted in October of 2011. Within our analysis we 

have made the "Extraordinary Assumption" that final approval will be granted in October of 

2011 or within a reasonable time thereafter. For every "Extraordinary Assumption" there must 

also be a "Hypothetical Condition". Under the "Hypothetical Condition" that a development 

ecY4Y•to permit is in fact granted by October 2011, or within a reasonable time thereafter, then t 

value estimate provided within Section I of this report is considered VALID. In the 
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B. PURPOSE, FUNCTION AND SCOPE OF THIS APPRAISAL 

alternative, if a development permit is not granted, then the value estimate provided herein is 

INVALID. 

DEFINITION OF EXTRAORDINARY ASSUMPTION: 

"Refers to the hypothesis — either supposed or unconfirmed — which if not true, could 
alter the appraiser's opinions and conclusions. Full disclosure of any Extraordinary 
Assumption must accompany statements of each opinion/conclusion so affected. A 
hypothetical condition may be used when they are required for legal purposes, for 
purposes of reasonable analysis, or for purposes of comparison. For every Hypothetical 
Condition. an  Extraordinary Assumption is required."' 

DEFINITION OF HYPOTHETICAL CONDITION: 

"Refers to that which is contrary to what exists, but is supposed for the purpose of 
analysis. May be used when they are required for legal purposes, for purposes of 
reasonable analysis, or for purposes of comparison.''' 

B.4 Paraphrasing mining terminology, for purposes of later considering the present value of gravel 

deposits on the subject: 

"The value of a mineral property, whether developed or undeveloped, is the 
price a potential purchaser would pay to recover his total investment, and 
obtain a reasonable profit thereon, under anticipated conditions of operation 
and marketing, during a reasonable number of years, or at most, prior to the 
ultimate depletion of the mineral deposit. "3  

The above definition is not substantially different from the typical Income Approach (see 

Paragraph H.4) utilized to determine the "market value" of income producing properties, with 

the exception that the net income stream from a gravel deposit, a depleting resource, is not 

capitalized into perpetuity. The life of the proceeds from the investment (i.e. gravel sales) has 

a finite term which must be considered. 

B.5 For the purposes of this appraisal, "Market Value" is defined per the definition quoted in the 

Canadian Standards of Professional Appraisal Practice, which was adopted by the Appraisal 

Institute of Canada on January 1, 2006. The definition is as follows: 

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

1  Canadian Uniform Standards of Professional Appraisal Practice (CUSPAP),  Appraisal Institute of Canada, 
January 2009. 

2  Canadian Uniform Standards of Professional Appraisal Practice (CUSPAP),  Appraisal Institute of Canada. 
January 2009. 

3  The Appraisal of A Gravel Pit, Canadian Appraiser/Winter 1990 by Lloyd R. Manning 
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B. PURPOSE, FUNCTION AND SCOPE OF THIS APPRAISAL 

prudently and knowledgeably, and assuming the price is not affected by undue 
stimulus. Implicit in this definition is the consummation of a sale as of a specified date 
and the passing of title from seller to buyer under conditions whereby: 

1. buyer and seller are typically motivated: 
2. both parties are well informed or well advised, and acting in what 

they consider their best interests; 
3. a reasonable time is allowed for exposure in the open market; 
4. payment is made in terms of cash in Canadian Dollars or in terms of 

financial arrangements comparable thereto; and 
5. the price represents the normal consideration for the property sold 

unaffected by special or creative financing or sales concessions 
granted by anyone associated with the sale." 

B.6 The scope of activities undertaken in the preparation of this report included the following: 

• general review of factors relevant to the area of the titled units 

• review of all pertinent land use planning documents and/or zoning bylaws that 
provide information relative to permitted and discretionary uses and insight into 

the legally permissible use of the titled units 

• physical inspection of the titled unit 

• analysis of the Highest and Best Use of the titled unit 

• general review of legislation and guidelines regarding gravel extraction and/or 
development as sourced from Clearwater County and Alberta Environment. 

• general analysis of potential volume of gravel available for extraction from 
within the subject titled unit 

• market analysis of current bareland values for lands in the Central Alberta 
Region that have proven gravel deposits 

• market analysis of current prices paid for in-situ pit run gravel in the subject area 

• market analysis of current demand and supply for pit run gravel in the subject 
area including estimation of annual depletion volumes 

• a review of the current costs associated with getting in-situ gravel to its end user 

• estimate of the present value of future net revenues to the end of the productive 

life of the gravel resource as detailed within Section I of this report 

The culmination of this research and analysis resulted in the preparation of this appraisal 

report. 
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B. PURPOSE, FUNCTION AND SCOPE OF THIS APPRAISAL 

Review of Pertinent Real Estate Appraisal Principles 

B.7 The following are definitions of "real estate" and "real property": 

"Real Estate is the physical land and appurtenances affixed to the land, e.g., 
structures". 

"Real Property includes all interests, benefits, and rights inherent in the ownership 
of physical real estate, a right or interest in real estate is also referred to as an 
estate. Specifically, an estate in land is the degree, nature, or extent of interest that a 
person has in it".4  

B.8 Real Property is considered to include a "bundle of rights" that are inherent in the ownership 

of real estate. These ownership rights include the right: 

- to use real estate 
- to sell it 
- to lease it 
- to enter it 
- to give it away 
- or to choose to exercise all or none of these rights 

B.9 The bundle of rights is often compared to a bundle of sticks, with each stick representing a 

distinct and separate right or interest. In Canada, the "fee simple estate" is considered to be 

the greatest interest or estate available in real estate, however private enjoyment of these rights 

is not absolute but is subject to certain limitations and restrictions due to the powers of 

government in terms of taxation, expropriation, police power and escheat. These rights of 

government are defined as follows: 

Taxation is the right of government to raise revenue through assessments on 
valuable goods, products, services and rights. 
Expropriation is the right of government to take private property for public use. This 
right can also be exercised by an entity acting under governmental authority such as 
a housing authority or public utility. All or part of the owner's rights may be 
acquired, and usually just compensation is paid to the owner. 
Police Power is the right of government under which property is regulated to protect 
public safety, health, morals, and general welfare. 
Escheat is the right of government that gives the state titular ownership of a property 
when its owner dies without a will or any ascertainable heirs.5  

4 

 The Appraisal of Real Estate, Second Canadian Edition, 2002, the Appraisal Institute and Appraisal Institute of  
Canada, Page 1.5. Cr:Ik

v  
5  Ibid, Page 5.5 '11111r 
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B. PURPOSE, FUNCTION AND SCOPE OF THIS APPRAISAL 

B.10 The common textbook of both the American "Appraisal Institute" and the "Appraisal Institute 

of Canada" defines "fee simple estate" as follows: 

"Fee Simple Estate is an interest in property involving possession of a title 
establishing 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"6. 

6  
Ibid, Page 5.2 
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C. ASSUMPTION AND LIMITING CONDITIONS 

The following assumptions and limiting conditions were applied in the preparation of this report: 

C.I The values stated within this report are determined considering the Highest and Best Use of 

the subject property which is reported to contain substantive gravel deposits. 

C.2 We have assumed that: 

• the legal description of the title is correct; 

• the land surveys and acreages, as supplied by Alberta Land Registries are correct. 

No legal surveys on our part were made, and we assume no responsibility in this 

connection; 

• the subject titled unit is good and marketable. Charges against the fee simple 

titled unit are listed in Section E of this report, and detailed on the copy of the 

Certificate of Title contained in Appendix II of this report; 

• there are no hidden or unapparent conditions of the titled unit; 

all data regarding depths, quantities and quality of gravel deposits, as 

provided to Canadian Resource Valuation Group Inc. (CRVG) by ReSol 

Financial Group and performed by AMEC and Associated Engineering, are 

correct; 

NOTE: THESE GEOTECHNICAL REPORTS WERE COMMISSIONED BY RED 

DEER COUNTY AND ONLY AVAILABLE EXCERPTS WERE 

PROVIDED TO CRVG. 

C.3 CRVG has not carried out any independent soil tests or tests of subsurface material. Nor have 

we carried out any type of environmental audit to assess contamination. The appraiser may not 

be qualified to comment on environmental issues that may affect the market value of the 

subject property, or more precisely the gravel resource therein, including but not limited to 

pollution or contamination of land, buildings, water, groundwater or air. Unless expressly 

stated, the subject property is assumed to be free and clear of pollutants and contaminants, 

including but not limited to molds 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 subject property. 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 subject property including the in-situ gravel resource addressed herein. 



RESOL FINANCIAL GROUP AUGUST 2011 THOMPSON, RALPH & DIANE PAGE 8  

C. ASSUMPTION AND LIMITING CONDITIONS 

C.4 Subject to the above limitations in respect of geo-technical data, information furnished by 

others and contained in this appraisal has been cross checked wherever possible during the 

course of the appraisal and is assumed to be accurate. 

C.5 All estimates and/or opinions of value contained herein are stated in terms of Canadian 

Dollars, and are expressed in terms of cash or in terms of financial arrangements equivalent to 

cash. 

C.6 Maps, aerial photographs and property sketches are included in the appendix of this report 

only to act as aids in interpretation of the appraisal, and no attempt has been made by the 

appraiser to verify the accuracy of these. 

C.7 We reserve the right to review all information, data, assumptions, understandings and 

calculations included or referred to in this report and, if we consider it necessary, to revise our 

conclusions and/or opinion(s) in light of any new facts or conditions which, unknown to us, 

existed at any time prior to or at the date of issuance of this report, but which become known 

to us subsequent to the date of this report. 

C.8 Because market conditions, including economic, social and political factors change rapidly, 

and on occasion without warning, the value estimates expressed as of the date of this appraisal 

cannot be relied upon as of any other date except with further advice from the appraisers and 

confirmed in writing. 

C.9 Possession of this report, or a copy thereof, does not carry with it the right of publication. All 

copyright is reserved to CRVG and is considered confidential as between the appraisers and 

the client. It cannot be disclosed, quoted from or referred to, in whole or in part, or published 

in any manner, without the express written consent of CRVG. As requested, CRVG Inc. gives 

permission to ReSol Financial Group to provide a copy of this full narrative appraisal report to 

its business partners and to lending institutions for financing purposes. Use of this report by 

lending institutions must also be accompanied by a separate letter from CRVG 

authorizing their specific use of this appraisal report. 

C.10 The use and application of this appraisal report is reserved for ReSol Financial Group, their 

business partners and subsequently authorized financial institutions and its use is limited to the 

specific purpose and functions stated within Paragraph B.1. 
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D. AREA DATA 

General Location, Major Centres and Access 

D.1 The subject property is located within Clearwater County (2006 population of 11,826), 

northeast of the Town of Sundre (2006 pop. 2,518) and west of the Town of Bowden (2010 

population of 1,200). Approximately four kilometres to the south of the subject property is 

the boundary between Clearwater County and Mountain View County (2007 population of 

12,570). Approximately four kilometres to the east of the subject property is the boundary 

between Clearwater County and Red Deer County (2006 population of 19,108). Appendix 

II(a) identifies the location of the subject parcel on an area map. There is a mix of agricultural, 

residential, industrial, commercial and recreational land uses within the County. The subject is 

located in an area consisting of extensive agricultural lands, hobby farms, country residential 

development and aggregate extraction. The immediate areas surrounding the subject property 

are zoned Agricultural District "A" per the Clearwater County Land Use Bylaw No. 714/01. 

D.2 Clearwater County covers an area of 18,692 km2  and the area is serviced by paved Primary 

Highways #11, #12, #22, #53 and #54, as well as paved Secondary Highways #587, #591, 

#598, #734, #752 and #761. The area is also serviced by a well established grid system of 

paved and graveled County roads. 

Economic Activity 

D.3 Clearwater County has a population of 11,826 (2006). The municipalities of Rocky Mountain 

House and Caroline are located within the boundary of Clearwater County as well and have 

populations of 7,231 (2007) and 515 (2006) respectively. Located approximately 80 

kilometers east of the Town of Rocky Mountain House is the City of Red Deer (2011 

population of 91,877). 

D.4 Clearwater County's economic base is prominently agricultural. The agricultural production 

ranges from traditional field crop production of wheat, oats, barley and canola to livestock and 

specialized vegetable and nursery operations. Tourism is also important to the area. The west 

portions of the County form the east boundary of the Rocky Mountain Range and contains the 

David Thompson Corridor (Highway #11). Other important industries include petroleum 

exploration and development, mining of aggregate materials, and forestry. 
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D. AREA DATA 

D.5 While the subject property is within an area that is presently agricultural in nature, these lands 

are known to contain deposits of gravel. There are already a number of active pits in the 

immediate area that are operated by Pidherney's, Rick Martin Trucking, and Clearwater 

County. In fact, the areas to the northeast of Sundre are known to contain several large 

deposits of gravel. According to the Alberta Geological Survey, the subject property is part of 

a larger deposit covering 3244 hectares that is said to contain "dirty gravel". 

Climate 

D.6 The climate of the area is described as Continental in nature, with warm summers and cold 

winters. Climatic statistics' for the area are as follows: 

Average Number of Frost Free Days 105 days-115 days 
Average Precipitation 450mm - 500mm 
Average January Temperature -12 °C to-14°C 
Average July Temperature 15 °C to 16 °C 

Soil and Topography 

D.7 The area is located in the transitional region between what are termed the Great Plains Region 

and Rocky Mountain Region of North America. The remainder of the farmland in the County 

is considered relatively marginal farmland. The general area is primarily agricultural in nature 

and, although areas to the east consist primarily of CLI Class 3 soils which are suitable for 

growing field crops such as canola, wheat, barley and oats, the area immediately surrounding 

the subject property consists primarily of CLI Class 4, 5 and 6. As such, the primary 

agricultural use in this area tends to be as pasture land. 

D.8 The Canada Land Inventory Soil Capability for Agriculture-Calgary Sheet 820,  classifies the 

mineral soils into seven classes on the basis of soil survey information. Soils in Classes 1, 2, 3 

and 4 are considered capable of sustained use for cultivated field crops. Those in Classes 5 and 

6 are suited only for perennial forage crops, while those in Class 7 are not considered 

agriculturally productive. Organic soils are also mapped; however, they have not been 

classified for agricultural capability. The majority of the soils in the area of the subject are 

rated as C.L.I. Class 4, 5, and 6. There isalso an abundance of Organic soils located near 

various watercourses. The seven classes are further divided into subclasses based on the type 

  

7  Source: Agroclimatic Atlas of Alberta 
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D. AREA DATA 

of limitation which affects agricultural productivity. The subclasses are: C - adverse climate, E 

- erosion damage, I - innundation, P - stoniness, R - shallowness to solid bedrock, S - soil 

limitations, T - adverse topography, W - excess water other than from flooding, and X -

cumulative effect. 

D.9 Under the CLI mapping system the various soil classes on the Calgary Map Sheet 820 are 

defined as follows: 

Class 1 - soils in this class have no significant limitations in use for crops. The soils are deep, are 
well to imperfectly drained, hold moisture well, and in the virgin state were well supplied 
with plant nutrients. They can be managed and cropped without difficulty, under good 
management they are moderately high to high in productivity for a wide range of field 
crops. 

Class 2 - soils in this class have moderate limitations that restrict the range of crops or may 
require moderate conservation practices. Overall the soils are deep and hold moisture 
well.  With good management the soils can be cropped without difficulty and will be 
moderately high to high in productivity for a fairly wide range of crops. 

Class 3 - soils in this class have moderately severe limitations that restrict the range of crops or 
require special conservation practices. The limitations are more severe than for Class 2, 
and they may affect one or more of the following practices: timing and ease of tillage; 
planting and harvesting; choice of crops; and methods of conservation. With good 
management they are fair to moderately high in productivity for a fair range of crops. 

Class 4 - soils in this class have severe limitations that restrict the range of crops and/or require 
special conservation practices. The limitations seriously affect one or more of the 
following practices: timing and ease of tillage; planting and harvesting; choice of crops; 
and methods of conservation. The soils are low to fair in productivity for a fair range of 
crops but may have high productivity for a specially adapted crop. 

Class 5 - soils in this class have very severe limitations that restrict the capability to producing 
perennial forage crops, however improvement practices are considered feasible. The 
limitations are so severe that the soils are not capable of use for sustained production of 
annual field crops. The soils are capable of producing native or tame species of perennial 
forage plants and may be improved by use of farm machinery. The improvement practices 
may include clearing of bush, cultivation, seeding, fertilizing and/or water control. 

Class 6 - soils in this class are capable only of producing perennial forage crops, and improvement 
practices are not considered feasible. The soils provide some sustained grazing for farm 
animals, but the limitations are so severe that improvement by use of farm machinery is 
impractical. The terrain may be unsuitable for use of farm machinery, or the soils may 
not respond to improvement, or the grazing season may be very short. 

Class 7 - soils in this class have no capability for arable culture or permanent pasture. This class 
also includes rockland, other non-soil areas, and bodies of water too small to show on the 
maps. 

O - Organic soils (not placed in capability classes) contain depths of sphagniun peat moss, 
commonly known as muskeg. The ability of such soils to be agriculturally productive 
depends on whether they can or cannot be drained. 
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D.10 The main limitations to agricultural production in the area of the subject property are Subclass 

F - fertility, Subclass D — undesirable soil structures, Subclass T - adverse topography, 

Subclass P  —  stoniness and Subclass M — moisture. 

D.11  Under the CLI mapping system, various pertinent subclasses on the Calgary Map — Sheet 820 

are defined as follows: 

Subclass F: adverse climate - the main limitation is low temperature or low or poor 
distribution of rainfall during the cropping season, or a combination of these. 

Subclass D: 

Subclass T: 

Subclass P.• 

undesirable soil structure and/or low permeability — the soils are difficult to till, 
absorb water slowly or the depth of the rooting zone is restricted. 

adverse topography - either steepness or the pattern of slopes limits agricultural 
use. 

stoniness — stones interfere with tillage, planting, and harvesting. 

Subclass M: a low moisture holding capacity, caused by adverse inherent soil conditions, limits 
crop growth (not to be confused with climatic drought). 

D.12 The topography throughout the area ranges from undulating to gently rolling to rolling, with 

the exception of some eroded river and creek banks. 

47, 
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E. SUBJECT TITLED UNIT DATA 

General Location 

E.1 The subject property is located within Clearwater County, approximately 50 kilometers west 

of the Town of Bowden and approximately 30 kilometers northeast of the Town of Sundre. 

Located approximately four kilometers to the south is the boundary between Clearwater 

County and the M.D. of Mountain View; located approximately 1.6 kilometers to the east is 

the boundary between Clearwater County and Red Deer County. The City of Red Deer is 

located approximately 80 kilometers northeast of the subject property. 

E.2 Table E.1 summarizes the basic characteristics of the subject property. The current Certificate 

of Title is exhibited within Appendix II of this report. 

Table El 
Subject Property Owned in Fee Simple 

Legal Description SE32-34-4-W5M 

Registered Owners 
Ralph Charles Thompson (Farmer) & 
Diane Patricia Thompson (Housewife) 

Certificate of Title # 111 085 936 002 
Plottage 156.71 acres 

CLI Soil Capability for Agriculture - 60% Organic; 40% Class 4D  
Topography: 

Undulating land sloping towards a small creek that traverses the 
southwest corner in a southeastly direction. Mostly cleared with some 
sparce trees within the central portions of the property. 

Access: 
Accessed off of gravel Range Road #44. Paved Secondary Highway 
#587 is located approximately two kilometers to the south. 

Improvements Improved for agricultural use - pasture land. The subject is fully fenced 
and cross fenced. 

Gravel Pit Permit Status: Development permit has been put through council, public notices have 
been sent and an open house has been held. Development Officer has 
stated that if resistence is low permits may be issued as soon as 
October 2011. 

Total Amount of Gravel Per AMEC 3,624,350 tonnes (2,265,219 m3) 
Net Available Gravel as per Associated 
Engineering Mining Strategy Report 1,629,835 tonnes (1,018,647 m3) 

Plottage, Shape and Topography 

E.3 The subject property contains 156.71 titled acres. Based on our inspection of the subject 

property and review of aerial photos, there is approximately 120 acres of undulating pasture 

land that has some sparsely treed areas throughout the central portions. The land generally 

slopes to the southwest towards a small creek that traverses the southwest corner of the 

property. Approximately 30 acres of low-lying land lies to the southwest of this creek. 
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E. SUBJECT TITLED UNIT DATA 

Encumbrances, Liens & Interests 

E.4 The title to the SE32 34-4-W5M has seven encumbrances registered against it as shown on the 

photocopy of the Certificate of Title contained within Appendix II. These encumbrances 

registered against the title are summarized within the following table: 

Table E.2 
Summary Table of Encumbrances 

SE 32 34-4-W5M 
Registration 

Number Date Registered Type of Encumbrance Grantee / Caveator 
5227HW April 21, 1960 Caveat NAL Resources Ltd. 
13361(7 January 21. 1969 Utility Right of Way Hudson's Bay Oil and Gas Co. Ltd. 
8559KF March 6, 1969 Utility Right of Way Plains Midstream Canada Ulc. 
761 101 883 August 13. 1976 Utility Right of Way Rocky Gas Co-Op Ltd. 
841 087 978 May 23, 1984 Utility Right of Way Hudson's Bay Oil and Gas Co. Ltd. 
111 085 934 April 8, 2011 Caveat: Acquisition of Land Clearwater County 
111 099 850 April 27, 2011 Easement For the Benefit of Lot 1 Block 1 Plan 1111242 

E.5 These encumbrances outlined in Table E.2 relate to pipeline agreements, easements, utility 

rights of way, a county caveat and an access easement. The access easement (Reg#111 099 

850) refers to an access easement or right of way across the subject property to provide for 

access to Subdivided Plan 111 1242, Block 1, Lot 1. This Access Right of Way is located in 

the northeast corner and runs parallel to the north boundary. The width of this right of way 

varies from 10.0 meters to 12.91 meters and has an overall length of approximately 206 meters 

and comprises an overall area of approximately 0.6 acres. The caveat by Clearwater County 

for the Acquisition of Land is to provide for the future acquisition of the easterly 5.18 meters 

(17 feet) for the possible widening of Range Road #44 in the future. The caveat provides for 

possible acquisition of approximately 1.03 acres. We note that the exploration and analysis of 

the quantity of gravel within the subject properties carried out by Associated Engineering 

excludes any gravel deposits that might be affected by the various pipeline rights of way. As 

such it is our opinion that these specific encumbrances (pipeline rights of way) will affect the 

market value of the subject property under the determined "highest and best use" discussed 

later in Section G as this will directly affect the net amount of gravel that is available for 

extraction. The author of this report is not qualified to comment on any legal ramifications of 

the encumbrances, therefore it is recommended that legal counsel be consulted to determine 

the precise effects of these encumbrances on the owner's legal rights and the marketability 

(ability to transfer) of the subject land. 
Q 
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Sales History and Opinion of Market Exposure Time 

E.6 

	

	We understand that the subject property is not currently listed for sale, however, according to 

Terry Regenwetter, ReSol Financial Group Inc. is currently attempting to purchase the subject 

property or at least acquire a partial interest therein. One of the functions of this report is to 

estimate the market value of the subject property for such purchase. 

E.7 It is the appraiser's opinion; considering the location, the current land use designation and the 

probable future uses for the subject property, that the normal market exposure time to 

consummate a sale of the subject property at fair market value would be approximately six 

months to greater than one year. Notwithstanding this potential exposure time, the value 

estimate contained herein is effective July 14, 2011, the date of inspection. Normal market 

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 
market value on the effective date of the appraisal; a retrospective estimate 
based upon an analysis of past events assuming a competitive and open 
market." 
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F.1 Alberta Environment is the primary regulatory agency for aggregate operations in Alberta. 

Extraction of sand and gravel on private land requires compliance with their Code of Practice 

for Pits, September 2004 (made under the Environmental Protection and Enhancement Act, 

RSA 2000, c.E-12, as amended and Conservation and Reclamation Regulation (AR 115/93), 

as amended). The Code of Practice for Pits defines the general rules for operating sand, 

gravel, clay or marl pits that are five hectares (12.5 acres) or larger on private land. For pits 

smaller that five hectares, the respective municipalities use the the Code of Practice for Pits as 

a referral document when processing a Development Application for a new pit. As a support 

document to the Code of Practice for Pits, Alberta Environment has also provided a 

supporting document titled A Guide to the Code of Practice for Pits, October 2004. This guide 

generally includes: 

Information on the classification of pits 
A description of the registration process 

- Guidance on the various sections of the Code of Practice. 
- Guidance on developing an Activities Plan 

Guidance on security 
Planning and operating guidance 
A brief discussion of other applicable provincial and federal legislation 
A checklist for applications 

- Sample drawings to support the Activities Plan, and 
Other information sources 

In addition to the Code of Practice, registration holders must comply with all the requirements 

of the Environmental Protection and Enhancement Act and its associated regulations and 

Codes of Practice, the Water Act and its associated regulations and Codes of Practice, and all 

other applicable Federal and Provincial laws. For pits larger than five hectares, Alberta 

Environment inspectors will conduct random, unannounced inspections, as well as planned 

inspections, to determine if registration holders are following the Code of Practice. As pits 

smaller than five hectares must be re-approved every five years, the local municipality will 

effectively be responsible for ensuring that a pit is following the Code of Practice for Pits as 

they have the authority or whether or not to renew gravel pit operating permits. 

F.2 Agriculture is the predominant land use within Clearwater County. Lands near the east 

boundary of Clearwater County are primarily utilized for the production of field crops, 

however, as soil conditions relative to agricultural production diminish as one travels west, 

livestock grazing and forage production tend to be the dominant agricultural use.  Equal* 



RESOL FINANCIAL GROUP AUGUST 2011 THOMPSON. RALPH & DIANE  PAGE 17 

F. LAND USE/ZONING 

important are the aesthetic appeal and subsurface aggregate content of lands in Clearwater 

County. Clearwater County is situated at the geographical intersection of the Great Plains 

Region and Rocky Mountain Region and provides for rolling topography with views of the 

Rocky Mountains. According to the Alberta Geological Survey Clearwater County is also 

known to contain an abundance of scattered aggregate gravel deposits which has resulted in a 

great number of open gravel pits in the region. Our inspection of the subject property and 

surrounding areas suggests that these three uses (agriculture, recreational/residential and 

natural resource extraction) are all significant within this region. This suggests that the highest 

and best use of a given property would be established by virtue of its physical attributes (ie. 

agricultural productivity, gravel content, views of mountains or natural water courses). 

F.3 According to the Clearwater County Land Use Bylaw #931-11, Section 13.4(1), the subject 

property (SE32-34-4-W5M) is zoned AGRICULTURE DISTRICT "A". According to this 

bylaw: 

THE GENERAL PURPOSE OF THIS DISTRICT IS TO ACCOMMODATE 
AGRICULTURAL LAND USES AND TO CONSERVE GOOD 
AGRICULTURAL LAND. 

A. PERMITTED USES 
1. First residence 
2. Farming and non-residential farm buildings 
3. Second residence on a lot that is 32 hectares (80 acres) or larger 
NOTE: 
I. In the Agriculture District "A", farming and non-residential fann buildings, are 

"deemed approved" uses. 
2. On a residential parcel in the Agriculture District "A", a minor agricultural 

pursuit for the exclusive enjoyment of the occupants is "deemed approved". 

B. DISCRETIONARY USES 
1. Ancillary building or use 
2. Cemetery 
3. Community hall/centre 
4. Drive-in theatre 
5. Gravel and sand pit 
6. Highway maintenance yard 
7. Petroleum refining, gas processing or related installations with a total enclosed 

or developed building or plant space of less than 930 square metres (10,000 sq. 
ft.) 

8. Public utility: landfill, waste transfer and associated facilities, sewage lagoon 
and other sewage treatment facilities, water treatment plant and associated 
facilities, public utility building 
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9. Radio, television and other communications tower and related buildings not 
exceeding 75 square metres (800 sq. ft.) 

10. Recreation facility: publicly owned 
11. Recreation facility or use for a local and/or private clientele or club 
only and not occupying more than 1 hectare (2.5 acres) 
12. Sod farm or tree farm 
13. Greenhouse with a floor area of less than 100 square metres ( 1,100 sq. ft.) or 

such larger area subject to the discretion of the Development Officer. 
14. Guest house 

C. DISCRETIONARY USES allowed in this District ONLY where Incidental or 
Subordinate to the Principal Use of the lands contained in the current 
Certificate of Title. 

I. Second and additional residences on a lot on which all of the requirements of 
Section 6.6 are satisfied 

2. Abattoir 
3. Airport or heliport occupying 2 hectares ( 5 acres) or less 
4. Agricultural equipment service and sales 
5. Auto-wreckers providing proper screening is employed 
6. Dude ranch or vacation farm 
7. Farm subsidiary occupation 
8. Game farming or game ranching for viewing, tourism or recreational purposes 
9. Home occupation 
10. Kennel 
11. Market gardening 
12. Off-parcel drainage works 
13. Riding or roping and livestock showing stable or arena 
14. Sawmill or postmill with annual volume of at least 530 cubic metres ( 1/4 

million board feet) of standing timber 
15. Sod farm 
16. Top soil stripping and sales 
17. Tradesperson's business, including contractors for plumbing, heating, 

electrical  carpentry, auto-body, mechanical, masonry, excavation, 
construction, trucking and the like. 

18. Unoccupied and unserviced manufactured home storage (one only) 
19. Veterinary clinic 
20. Zoo 

D. ACCEPTABLE LOT SIZE 
I. Except as provided for in subsections 2, the acceptable lot size is all of the land 

contained in an existing lot unless otherwise approved by the Development 
Officer subject to: 

(a) The new lot being used exclusively for the approved development; and 
(b) The developer entering into an agreement and/or Letter of Undertaking with 

the Municipality regarding placing the intended use or development on the 
proposed lot. 

2. Regarding a first residential parcel out of an unsubdivided quarter section or 
out of the largest agricultural parcel within a previously subdivided quarter 
section that does not already contain a residential subdivision: 
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(a) Where the first residential parcel would include all or part of an existing 
farmstead, the parcel size shall not be less than 0.91 hectares (2.25 acres) or 
exceed a maximum of 2.83 hectares (7 acres) unless a larger parcel is deemed 
necessary by the Subdivision Authority to encompass existing residential 
amenities and facilities, such as shelter belts, wastewater and water services 
and driveways; and 

(b) Where the first residential parcel would not include the removal of an existing 
farmstead. the parcel size shall not be less than 0.91 hectares 

(2.25 acres) or exceed a maximum of 2.02 hectares (5.00 acres) and the provisions 
of Part 8 of this Bylaw. 

E. MINIMUM DEPTH OF FRONT YARD 
As required and/or approved pursuant to Section 10.3 and Figures 1 to 7 of the 

Supplementary Regulations. 

F. MINIMUM WIDTH OF SIDE YARD 
15 metres (50 feet) except for a corner site where the side yard shall be determined 

as though it were a front yard. 

G. MINIMUM DEPTH OF REAR YARD 
15 metres (50 feet) unless otherwise approved by the Development Officer. 
NOTE: Lots created prior to this Bylaw coining into effect and not able to comply 

with the foregoing shall meet setback limits as determined by the Development 
Officer. 

H. LANDSCAPING 
I. In addition to other provisions of this Bylaw, the Development Officer may 

require landfill sites, gravel and sand pits, sewage facilities and other visually 
offensive uses to be screened from view with vegetation and/or other 
screening of a visually pleasing nature. 

2. Reclamation to standards acceptable to the Development Officer may be 
required following abandonment of all or any portion of a gravel or sandpit, 
sawmill or other land surface disturbing operation. 

[emphasis added] 

F.4 Part Nine of the Clearwater County LUB No, 914-11 addresses how resource operations 

within the county are regulated. Excerpts from Part Nine of the LUB that are relevant to this 

assignment follows: 

PART NINE: RESOURCE OPERATIONS AND SETBACKS 

9.1 Site Alterations 

(1) Site alteration activities, generally including stripping, filling, excavating and 
grading activities, are deemed to be exempt from the requirement for formal 
development permit application unless fanning a part of a specific development 
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proposal for which a permit is required. Typical activities, for which a 
development permit is not required include: 

(a) contouring of farmland 
(b) public roads 
(c) oilfield lease roads and sites 
(d) private driveways 
(e) logging roads 
(fi the first dugout on a parcel of land 
(g) the first fish pond on a parcel of land 
(h) recreational trail systems 
(i) the first borrow excavation on a parcel of land, and 
(j) drainage ditching 

Definitions In this Part: 

Dugout means an excavation or an opening less than one acre in size for the 
purpose of agricultural use. 

Fish Pond  means an excavation or an opening less than one acre in size for the 
purpose of stocking fish. 

Borrow Excavation  means an opening or excavation in the surface or subsurface 
of a given parcel of land, not exceeding four acres of total disturbance that is 
made solely for the purpose of removing sand, gravel, clay, or marl. A borrow 
excavation shall not remain open or active for a period exceeding 18 months. 
A borrow excavation does not permit any processing of the material(s) on the 
land(s). 
Borrow excavations are subject to the Environmental Protection and 
Enhancement Act (EPEA) and the Conservation and Reclamation Regulation 
(CRR). Operators are cautioned that terms such as borrow and borrow pit may 
have different meanings in reference to regulatory requirements under other 
acts (e.g., the Environmental Protection Act or the Public Lands Act) or in 
common usage in the road construction industry. Operators must be aware of 
the terms borrow excavation and pit and their regulatory implications under the 
EPEA or the CRR. 

While this exemption is valid only to the extent that there is no requirement to 
make application for a development permit, any other requirement, provincial 
or municipal, is the responsibility of the proponent of the activity. Other 
requirements may include, but are not limited to, licensing, road use 
agreements, reclamation, setbacks, buffers, etc. 
[emphasis added] 

9.2 Top Soil Removal and Surface Resource Extraction/ProcessinM 

(1) A development permit is required before the commencement or continuation of 
the removal of top soil from the property and such permits shall only be granted 
where it is shown to the satisfaction of the Development Officer that the land 
will not be adversely affected by the removal of the topsoil. The Development 
Officer may refer any application for removal of top soil from the property to 
the Agricultural Services Board and/or the Soil Conservation Officer acting 
under the Soil Conservation Act for comments. 
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(2) Unless exempted under Section 9.1 all surface resource extraction activities 
require a development permit before the commencement or continuation of the 
operation. 

(3) Surface resource extraction activities are subject to obtaining the proper 
approvals from all authoritative government agencies. 

(4) When issuing a development permit for a new or expanded surface resource 
extraction operation, including but not limited to sand, gravel or clay pits, the 
permit shall be conditional upon the developer providing copies of the 
approvals obtained from all authoritative government agencies. 

(5) Among other conditions that may be applied to the approval of a surface 
resource extraction operation the Development Officer are conditions that 
provide for.• 

(a) setbacks to the satisfaction of the Development Officer from public roads 
and highways; 
(b) setbacks from dwellings, existing property boundaries and proposed 
property boundaries; 
(c) screening of the operation from public view by means of berms, 
landscaping or other means; 
(d) limitations on the years, months, weeks, days and/or hours of operation; 
(e) specific truck routing and/or roadway improvements; 
(f) requirements to provide and maintain sufficient dust control, both on-site 
and on haul roads, to the satisfaction of the Municipality; and 
(g) posting of adequate signage, including company name and emergency 
phone numbers, to warn of possible site or operational hazards and dangers. 

(6) The obligation to fulfill the conditions and requirements of any development 
permit issued pursuant to this Section are deemed to run with the land. The 
failure of any development permit holder who is not the owner of the site or 
sites described in the development permit shall not be considered to relieve or 
release the owner from such or issue a new development permit to the same 
applicant or to a new applicant or to the same owner or a new owner, unless or 
until the conditions and requirements of any development permit which has 
become suspended, lapsed, or voided for any reason, have been fidfilled to the 
satisfaction of the Municipality. 



RESOL FINANCIAL GROUP AUGUST 2011 THOMPSON, RALPH & DIANE PAGE 22 

   

G. ANALYSIS OF HIGHEST AND BEST USE 

GA "Highest and Best Use" is described in appraisal texts as the foundation on which market 

value rests. The highest and best use of a parcel of land is not determined through subjective 

analysis by the property owner, the developer, or the appraiser; but rather, the competitive 

forces within the market where the property is located shape highest and best use. The analysis 

and interpretation of highest and best use is therefore an economic study of market forces 

focused on the subject site, or in this case the gravel resource contained therein. 

G.2 The phrase "highest and best use" may be defined as follows: 

"The most probable and legal use of vacant land or an improved property that is 

physically possible, appropriately supported and financially feasible and that 

results in the highest value"8  

Market forces such as; supply, demand, ability to generate income and costs to reproduce 

create market value. Therefore, the interaction between market forces and highest and best use 

is of crucial importance. 

G.3 The general data that is collected and analyzed to estimate property or resource values are also 

utilized by the appraiser to formulate an opinion of the property's highest and best use. The 

highest and best use of any comparable or index properties relied upon should be the same or 

similar to that of the subject site being appraised, assuming a Direct Comparison Approach is 

utilized, as it is land use or utility that influences value. In the subject case we are valuing a 

gravel resource and therefore the Direct Comparison Approach has been utilized as a method 

of estimating market value. As the value is represented by the annual revenues anticipated to 

be produced from future royalties or sales of in-situ gravel, the comparative approach 

indirectly captures these future benefits. 

G.4 If a reasonable forecast of a property's highest and best use indicates a change in the near 

future, the present highest and best use is considered an interim use. For example, the highest 

and best use of a farm in the path of urban growth would be for interim use as a farm, with the 

potential future use being a residential or industrial subdivision. Alternatively if the farm is 

ready for development at the time of appraisal then there is no interim use as the highest and 

best use is for residential or industrial development. On the other hand if the farm has no 

8  The Appraisal of Real Estate, Second Canadian Edition, 2002, the Appraisal Institute and Appraisal 
Canada, pp. 12.1 

Institute of 

4/1i 
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subdivision potential (i.e. multi-parcel subdivision), or low probability of subdivision, then its 

highest and best use is a farm with no alternative interim use. 

G.5 There are four criteria that must typically be considered in the analysis of highest and best use, 

for both vacant land as well as improved property. The highest and best use must be: 

• legally permissible 
• physically possible 
• financially feasible 
• maximally productive 

The tests of physical possibility and legal permissibility must be applied before the remaining 

tests of financial feasibility and maximal productivity. Financial feasibility and/or 

productiveness have no relevance to a site if the proposed use is not legally permitted or 

physically possible. In addition to these factors, the determined highest and best use must be 

within the realm of probability, not speculative or conjectural; there must be demand for such 

a use and the use must provide the highest net return for the longest period of time. 

Physically Possible 

G.6 In order for a use to be considered the highest and best use, the first test it must withstand is 

that of physical possibility. The site must be physically capable of supporting whatever use 

might be considered as appropriate. The shape, size, topography and physical make-up of the 

soils, all combine to enable the creation or continued support of the probable use of the site. In 

addition, the infrastructure of the area, such as water, sewer, gas and electricity, must support 

the use as well as desirable location and appropriate access. The highest and best use must be 

physically attainable and be attainable within expected norms of timeline, design and cost to 

create or maintain the use being considered. 

G.7 The subject parcel exhibits topography that consists primarily of undulating to rolling land that 

is currently in agricultural use with some low wetland areas located within the southwest 

corner. Review of the applicable CLI Soil Capability for Agriculture Map indicates that the 

subject property is comprised of approximately 60% Organic soils and 40% 4D soils. Overall 

the soils are considered to have severe limitations that restrict their capability to producing 

‘4:4464kie  perennial forage crops. Gravel Exploration Tests carried out by AMEG and Associat  dcy:Vc  , 












































































































