Historical Sales in Southern Highlands:

MLS sale data for detached single-family residences located in the Southern Highlands community is shown in the below table.
These figures do not include any for-sale-by-owner properties, any sales by area developers/builders not listed on the MLS
(there is presently some new construction in this area, mostly of upper-end, custom residences), nor any other sales/listings
not found on the MLS; however, all of the specified figures do include sales/listings of bank-owned properties, short sales, as
well as offerings, if any, of new construction listed on the MLS.

1st half 2003 $246,250 2,320 $109 a5 92| notcalc| notcale
2nd half 2002 $268,500 2,185 5129 18 189| notcale.| notcalc.
1st half 2004 $349,990 2,185 S166 8 239| notcalc.] notcalc.
2nd half 2004 $386,000 2,189 5193 35 183| notcalc.| notcalc.
1st half 2005 S385,000 2,038 5190 48 341| notcalc| notcalc
2nd half 2005 $396,500 2,045 $197 18 371| notcalc.| notcalc.
1st half 2006 $412, 000 2,177 5199 55 269| notcalc.| notcalc.
2nd half 2006 $410,000 2,300 5189 &2 205| notcalc.| notcalc.
1st half 2007 5372,500 2,124 5178 76 176| notcalc.| notcalc.
2nd half 2007 5355,000 2,347 S§161 57 137 67 7
1st half 2008 $270, 500 2,325 5125 57 273 196 25
7/01/08 - 10/20/08 | $260,000 2,350 $111 31 225 175 21

NOTE: Throughout this repart, the median sale price and median sale price per square foot will be referred to, as opposed to wsing the
"average"” sale price and "average” sale price per square foof, unless otherwise specifically noted. As housing valuss in Southern Highlands
vary widely (with a significant amount of residences valued at over §1,000.000), median figures have been used fo eliminafe some of the
skewing that can result from averaging wide ranges in valus.

The graph below depicts the median sale price/square foot for MLS-reported sales in Southern Highlands since 1/2003:

Median Sale Price/Square Foot for MLS-reported
sales of detached single-family residences in
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MLS data clearly indicates 2 decline in current market concitions in 2008, with the medizn sale pricef/zquare foot in Southern
Highlands declining approximately 253% from the second halt of 2007 [S161) to the first halt af this year (S125) anc 10 $111 in
the secand halt 2008 to date. Most ot the decline in sale price and sale price/square tnot can be attributed to the large
amount of housing for sale, as well as the increased number of foreclnsure and <hort sale properties - nat anly in this
subrmarket, but throughout most of the Las Vepas metropolitan area.

| he presence of a large number of Kz0 properties has had the effect, not only 1n 3outhem Highlands, but throughout most of
the Las Yegas metropolitan mar<et, of lowsnng sale prices and sale prices per sguare foot. "short sales” typically also involve
sellers who are motvated similarly to HeU sellers - sezking to mimimize losses, varsus maximizing profits; therefore, both of
these types of szles can be categorized as "dispostional” sales. short salzs, like REDs, are typlcelly sold "as 15", with thelr
owners unable or unwlling to make any costly repars or othes "flx-ups” In order to procure the highest szle orice possible,
“mondspositioral” sales, for purposes of this report, are those which are not short szles or sales of bank-owned properties,

Sales of REO and short sale properties in Southern Highlands:

Next locked at was the degree of bank-owned (RCO) and short salz properties that recently sold and those that are currently
offcrzd for sale in Southern dighlands. In the first half of 2007, sales of REO propertics and short sales were fairly minimal
throughout most submarkets in Las Vegas. llowever, beginning in the second half of 2007, RCC oroperties and short sales
began representing a significant portion of the total zales in meost submarkets, including Southern 11ghlands. MLS-reported
elosed zales in Southern Highlands beginning in the second half of 2007 through 2008 to date arc shown below:

RE=O 2nd half 2007 $ 214,900 5146 52 =T

7/01/08 10/20/08 % 265,000 5109

In the 2nd halt of 2007, out ot 137 sales, approcimately 54% were either RFC or short sales.  In the 1st halt of 2008, there
were 196 BFC szles and 25 short sales, representing approximately 81% of 21l sales. 0 the perind from 7/01/08 through
1020408, there have been 1/5 closed REOQ sales ard 21 short sales, for a combired total of approximately 8/% of all sales.
southern Highlards 15 actuzlly about average in terrms of s most recent level of recent KeO and short sales, as comparad to
most other markets within the Las Vegas metropolitan area. Howsever, H:-0 sales began to senously impact Southern
Hizhlands a bit earlier than most other markets in this arza; these szles compnsad approximately £9% of the total 127
WLs-reported salkes n the second half of 2007, a tme when RED sales represented a much smaller (typically13-253) shere of
zales in most othe- markets throughout Las Vegas. Between the second half of 200/ and the second half of 2004 to date,
"nondispositional” sales have fallen from 46% of all sales to the current level of approdimately 13% of sales. It Is clear that
REC and short sale propertizs are the driving force In southern Highlands In 2008.




MIS data clearly ‘ndicates a decline in coarrent markst conditions in 2008, with the median sale price/square Snot in Southern
Highlands ceclining approximately 25% from tha second half of 2007 (S161) to the first half of this year (5125) and to $111 in
the seccnd halt 2008 to date. Most of the decline in sale price and sale pricefsqguare toot can be atiributed to the large
amount of Fousing tor sale, 25 wel as the increased numoer of foreclosure and short sale properties - not oaly in this
submarket, but throughout most of the Las Vega: matropolitan area.

The prazence of 2 larpe numkber of REOQ properties has had the effect, not only In Southern Highlands, bat throughout most of
lhie Las Vepds melropolilan markel, ol lowernivg sale prices and =ale prices oer square ool "Shorl sales" Lypically also invo ve
sellers who are molvaled similzrly Lo RED sellers - seeking Lo minimice osses, versus maximiging profils; theielfore, bolh of
these types of sales can be categorized as "dispositionzl" szles. Short sales, like REQs, are tyoically =old "as is", with their
owners unable or unwilling to make any costy repairs or other "fix-ups" in order to procure the highest sale price possible.
"Nond spositicna " sales, for purpezes of this report, are those which are net short sales or sales of bank-owned properties.

Sales of REQ and short sale propeities in Scuthern Highlands:

MNext lookzd at was the degree of bank-owned |RED) and short sale properties that recently sold and those thet are currently
oftered *nr sale in Snuthern Highlands. In the tfirst hali of 2007, sale< of RFO properties and short sales were fairly minimz|
throughout mnost submarkets in las Vages. Howewver, heginning in Fhe seconc halm ot 2007, RFO properties and short sales
hegan representing a signiticant porfinn of the fofal sales 'n most submarkets, induding Smufhern Highlands, W S-reported
closed salzs in Southern Highlands beginming 10 the second half of 200/ through 200 to date are skown below:

REO 2nd hall 2007 $314.500 $ 146 92 67

REO 1st half 2008 $ 255,000 5119 42 196

REO TIC1/08 - 1072008 $205,000 5109 25 170

In the 2nd half of 2007, out of 137 sales, approximately 54% were either RZ0 or short salzs.  In the 1st half of 2008, there
were 196 RED sales and 25 short sales, representing approximately 81% of all sales.  In the seriod from 7/01/02 through
0/70/08, there have been 175 closed REO sales and 21 short sales, far a combined total of aparoximetely 87% of all sales.

Southern Highlends is actually about average ir terms o” its most recent level of recent RED and short sales, as compared to
most other markets within the Las Vega: metrcpolitan area. However, REC szales began to seriously impact Southern
Hizhlands a bt earlier than most oher markets in this area; these sales comprised approximately 49% of the total 137

WMLS-"eported sales in the second half of 2004, a3 time when KED szles rearesented a much smaller (typicallyla-25%) share of
zales in most other markets throvghout Las Vegas. bBetween the second half of 2007 and the second half of 2008 to date,
"nondispositonal” sales nave fallen from 463 of all sales to the current level of approximatsly 13% of sales. It s cear that
REC and short sale properties zre the driving force In Soutiem Highlards in 2005,




Note that the median sale prices/square foot of REQ properties in Southern Highlands that closed between 7/01/08 and
10/20/08 [$109] is significantly lower than this figure in the first half of 2008 [$119], which in turn was substantially lower
than the figure in the second half of 2007 [$146]. Likewise, the median sale prices/square foot for short sale properties have
also declined since the second half of 2007 [from $161 to 5110 currently]. This indicates that the downward price pressure
of the REO and short sale inventory in this market will likely continue for the foreseeable future. The percentage of REO and
short sale properties sold in Southern Highlands in 2008 to date represent almost 84% of total sales (417 out of 498 sales); this
is a substantially higher percentage of such than in the past 5 years. This level of REQ and short sales, along with the median
sale prices and median sale price/square foot of these types of property sales being so much lower than the figures for
"nondispositional" properties, are the key reasons for the recent decline in sale prices not only in Southern Highlands, but
throughout the metropolitan area.

The high percentage of REQ and short sales in the year to date is to be expected, given the attractiveness of these
lower-priced offerings, with these lower prices meaning greater affordability. Another result of these low-priced offerings has
been a recent return to the Las Vegas metropolitan market by investors, who are now able to purchase single-family
residential properties and obtain positive cash flows, which was typically not possible at the 2004-2006 market prices. Several
foreclosure properties, which are aggressively priced for sale, are now receiving multiple purchase offers, indicating that
interest in these properties is strengthening. Some of these properties end up selling at prices well over their MLS list prices.

Current REQ and short sale activity in Southern Highlands:

Out of the total 435 currently active MLS listings (which includes 130 properties that are under contract, but reported either
as "pending" or "contingent"), 134 are REO properties, 167 reported as short sales, and the remaining 134 being
"nondispositional” offerings. The table below summarizes the MLS data on these active listings:

*There are presently 50 residences in Southern Highlands listed for sale on the MLS af list prices over $1 million; these high list prices, as well
as the number of such residences priced af these levels, obviously affect the median figures shown above. Considering only the 84 active
Fstings that are priced under $1 million, these have a median list price of $405,688, median sguare footage of 2,814sf and a median list

price/square foof of $160.



There are currently 305 properties listed for sale in Sovthern Highlends that are not under contract as of 10/21/2008 ([thez
date that MLs data was examinzd for thisreport.  1hough thisis sull more than a sufficient amount of avalable inventory, It
iz alzo noteworthy that 120 additional properties are presently under contract. The reader should consider that there have
glready been 498 MLS-repor led clusec sales in Lhis rmarkel area Lo dale 'n 2008 (in 9.6 rmonths’ Lime), which, in Lurmn, resclls in
a vear-to-cate average of almost 52 closad sales per month. In the first half of 2008, there was an average of 45.5 closed szles
per month; Fowever, since 7/01/08 to the date of this appraisal, there has been an average of 62.5 closed sales per month. It
is clear that the rate of SFR szles in this mar<et has been, and is still, increasing this year. When the most recent rate of 62.3
closed sales per morth iz apolied to the total 4125 active listings in this market, this results in a supply of slightly under 7
manths, which 15 net an unreasonable level of supply. |he number of closed sales in Scuthern Highlands to date 10 2008 - 494
- has already surpzssed the number of szles attained in 2007 (212) and also in 2006 (474). This incressing rate of sales is
echiwing Lhe same Uend lfounc overall in Lhe Las Vegas markel Lhis year.

It is interesting to note that, of the 134 REO properties offered for sale in Southern Highlands, approximately 46% are under
contract, and almost 34% of the 167 short sale listings are under contract as well. However, only about 9% of the 134
nondispositional offerings are presently under contract. REQs and short sale properties comprise 69% of the current listings
found in the subject's market ares; therefore, it appears very likely that these properties will continue to be the driving force
behind sales in the immediate future in this market.

One alarming statistic is the high number of short sale offerings in Southern Highlands (being found in most other submarkets
throughout Las Vegas as well): there are currently 167 listings in the subject's market area. Though there are reportedly 56 of
these properties under contract, 49 of these are in "contingent" status (mostly contingent upon short sale approval by the
lender holding the mortgage(s) on the particular property, and this approval may or may not occur). It appears that typical
buyers in this market have become less interested in short sale offerings, due to the typically lengthy process of negotiation
and approval of these purchases (and, in a volatile market, a property that is contracted for may well have a lower value 3
months from then, when the negotiation/approval process is completed - forcing many of these potential buyers to walk away
from these transactions). Mote that only 46 short sales have closed in 2008 to date, versus the 167 current offerings. This
level of short sale inventory indicates that it is very likely that some of these properties may well end up being foreclosed
upon before they are sold. Whether the legislation that has been recently enacted will prevent some of these short sale
offerings from foreclosure remains to be seen.



Conclusion:

There are presently some mixed indicators in the Southern Highlands housing market: the rate of detached single-family residence
sales has been increasing this year, and, in the second half of 2008 to date, has continued to increase significantly over the 1st half of
this year. The number of closed sales in 2008 through 10/20/08 (498) has already surpassed the number of sales in both 2006 and
2007. The supply of detached single-family residences for sale in Southern Highlands is not unreasonably large; using the second
half of 2008 to date's rate of 62.5 closed sales per month, there is a current supply of just slightly under 7 months.

However, REO and short sale offerings still constitute approximately 69% of available listings; the percentage of closed sales of these
properties, as compared with total sales, has drastically increased since the second half of 2007, and has been at a very high level
(81-87%) throughout the 2008 year to date. It does not appear that the high level of REO and short sale activity will be decreasing to
any significant degree anytime soon. The downward price pressure of the high level of REO and short sale properties appears to be
continuing, and is also adversely affecting the sale prices of nondispositional offerings. There is also an extremely large number of
current short sale offerings (167), an especially large number considering there have only been 46 closed short sales in this market
to date in 2008. It is therefore likely that some of these short sales will end up as future REO inventory, unless some of the recently
passed federal "mortgage rescue" legislation, including the "HOPE For Homeowners" program begins to be actively implemented by
lenders - to date, it does not appear to have any measurable effect.

On top of this particular market's factors, there also remains the adverse pressure of the national economy, which has resulted in
very weak consumer confidence. It remains largely unknown at this point as to what effect, if any, will result from the U. S.
government's "bail out" legislation. The failure of large U. S. financial institutions, the takeover of Fannie Mae and Freddie Mac, and
the elimination of the Nehemiah program for FHA financing are all factors that seriously impact potential purchasers. Tightened
lending requirements by mortgage lenders, which appear to be only increasing in severity, are having a very constrictive impact on
potential buyers. Local unemployment is presently near record levels, at a rate of 7.4% for Las Vegas in September 2008.

However, given the dynamics of the Las Vegas market, with the additional jobs that are expected to be created during the next 3
years (there are many large commercial projects, such as MGM Mirage's CityCenter which is anticipated to add 12,000 permanent
jobs, that are proceeding as planned), many local analysts anticipate that a housing supply/demand equilibrium, at least for
detached single-family residences, may possibly be attained within the next 15-18 months. The timing of this recovery will depend
on many factors, including the November 2008 elections, new economic stimulus packages, the extent of aid for homeowners facing
foreclosure, further interest rate cuts, availability of mortgage financing, the government's "bail out" and "mortgage rescue"
legislation, as well as when consumers' confidence in the housing market and overall economy will be restored.



