REQUEST FOR PROPOSAL FOR THE SALE/LEASE OF REAL
PROPERTY BY THE CITY OF WATSONVILLE
PROPERTY COMMONLY KNOWN AS:

Porter Building
280 Main Street
Watsonville, California

THE OPPORTUNITY

The City of Watsonville (“City”) is seeking purchase and/or long-term lease proposals (“Proposal”) from
qualified parties (“Respondents”) for the opportunity to purchase or lease the historic Porter Building
(“Property”), owned by the City and located in the heart of Watsonville’s downtown commercial core area at
280 Main Street, Watsonville, CA, 95076. The property is adjacent to both the historic Fox Theater, as well as
the City’s Civic Plaza, housing the City’s administrative operations and the County’s Superior Court system.
This is an exciting time for Downtown Watsonville. Downtown revitalization is one of the City Council’s
Strategic Priorities, with recent approval of a Downtown Complete Streets Plan (https://
www.cityofwatsonville.org/1620/Downtown-Complete-Streets-Plan) that includes over $30 million in
downtown improvements aimed at creating a more walkable, bicycle friendly and inviting downtown
environment. The Plan will include expanded sidewalks, improved crosswalks and opportunities for outdoor
dining at this and adjacent locations.
Work is also underway on a Downtown Specific Plan (https://www.cityofwatsonville.org/1626/Downtown-Specific-Plan), which will establish a long-term vision for the area, including encouraging more
mixed-use developments, housing and public infrastructure improvements, as well as adaptive reuse of
historic buildings.
Finally, the City recently approved a new Master Plan for the City Plaza (https://www.cityofwatsonville.
org/1745/Strategic-Plan-and-Park-Specific-Master-, located in the heart of downtown and just two blocks
from the Porter Building Property.
Development objectives for the site include a mixed-use commercial project, i.e. retail or restaurant on
the first floor and office or residential use on the second floor of the ~15,000 sq. ft. building. As one of the
oldest buildings in Watsonville, the structure is a historic building and any modifications to the building will
be subject to historic preservation review. The City is hoping to find a buyer that can make the building
active and maximize the economic activity at this important location in the downtown by bringing an
entertainment and retail related user to the first floor.
The City is seeking proposals from qualified firms, supported by a professional architectural/engineering
team, with extensive experience designing, building and managing mixed-use facilities. The selected
developer will be offered the opportunity to enter into an Exclusive Negotiating Agreement with the City to
fully explore market feasibility.
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THE CITY

Watsonville is located in the heart of the Monterey Bay, equidistant from the Cities of Monterey and Santa
Cruz and lies within Santa Cruz County. The City is located less than an hour from the City of San Jose and
Silicon Valley. Watsonville has and continues to be the economic, educational and cultural center of the
Pajaro Valley, and serves as one of the most productive agricultural areas in the world. Recently, the City’s
economy has been diversified with the influx and expansion of the hospitality industry, manufacturing and
professional services, in addition to regional distribution centers for non-agricultural products.
The City has a historic central downtown core area that began development before the City was
incorporated in 1868.
Watsonville’s proximity to the ocean and redwoods provides a variety of exceptional recreational and
sightseeing activities. The high quality of life, temperate climate, beautiful countryside, and strong sense of
community make Watsonville an attractive place to live, a fact that is proudly attested to by its approximately
55,000 residents. Watsonville serves as the trading and employment center for more than 150,000 people
living in the greater Pajaro Valley area, and has the only municipal airport in Santa Cruz County, with
over 55,000 takeoffs and landings each year. These factors have played an important role in the decision
made by several firms to locate their corporate headquarters in Watsonville. Among these are Granite
Construction, Graniterock, Driscoll’s, S. Martinelli Co., Lakeside Organic Gardens, Nordic Naturals and West
Marine. Watsonville’s commercial sector is also experiencing growth, with the recent additions of several
new restaurants, craft breweries, hotels and retail businesses throughout the community.

CONDITIONS GOVERNING THE SALE OF THE PROPERTY
A. Offer
Respondents must submit an offer to either purchase or propose terms for entering into a long-term
lease for the property. All Respondents must complete and submit the Offer to Purchase or Offer
to Lease indicating the amount offered for the Property and provide a completed description of
intended development ideas. Property will be sold with the condition of limiting the use of the
downstairs portion of the building to commercial activities only (i.e, restaurant, coffee shop, brewery,
etc.)
B. Purchase Price
If Respondent submits an Offer to Purchase, the purchase price must be paid in full at closing.
Opinion of current market value is included in Exhibit A – Appraisal of the Porter Building completed
on August 14, 2018.
C. Conditions
Property is sold/leased in as-is condition. The following reports are available to buyers:
• Elevator Inspection– Exhibit B
• Porter Building as Built Plan Set – Exhibit C
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PROCESS

A. Release of Request For Proposals
The City is releasing a Request For Proposals (RFP) on November 12, 2019, seeking qualified buyers
or tenants for the Porter Building.
B. Site Visit
Respondents interested in submitting a Proposal must attend a walk-thru with representatives of the
City of Watsonville on Tuesday, November 26, 2019, between the hours of 9:00 am and 11:00 am.

C. Response
Responses to this RFP must be received no later than 3:00 p.m. PST on Friday, January 3, 2020 and
must be delivered or mailed to:
Attn: Tamara Vides
City of Watsonville
275 Main Street, Suite 400
Watsonville, California 95076
Postmarks will not be accepted.
D. Evaluation of Proposals
Interviews of qualified respondents will be held during the week of January 13, 2020.
E. Interviews and Negotiations with Finalists
The finalists will be interviewed by a panel at a mutually agreed upon date during the week of
January 13, 2020. Initial negotiations will take place with the highest-ranked finalist to determine the
broad outline of an Exclusive Right to Negotiate between the two parties, including financial matters.
If agreement cannot be reached with the top finalist, negotiations will be terminated and the next
highest ranked finalist will be invited to negotiate terms of an Exclusive Right to Negotiate.
F. Selection of Developer by the City
Upon conclusion of the interview/negotiation process, the panel will forward its report and
recommendation to the City Council for consideration at their meeting on February 11, 2020.
Following acceptance of the Exclusive Right to negotiate by the City Council, the developer will be
required to pay a fee of $10,000 for the right to negotiate with the City for a period of 90 days. This
fee shall be in the form of cash, an irrevocable letter of credit, or a certificate of deposit made
payable to the City and shall be retained by the City, except that: (1) If the developer and the City
negotiate and thereafter enter into a Disposition and Development Agreement (“DDA”) for the
disposition of the land for the site, and such agreement conforms to the development program
with modifications as may be agreed to by the City, then the $10,000 fee will be credited against
developer fees to the developer upon payment of the deposit required upon entering into the
agreement, or (2) if the City fails to approve such DDA for any reason other than non-conformance
to the development program, then the fee shall be returned to the developer. Determination of
conformity to the development program shall be at the sole and absolute discretion of the City.
During the period of the Exclusive Right to negotiate the developer will, be required to negotiate in
good faith the business terms for the Disposition and Development Agreement between the
City and the Developer.
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THE SELECTION CRITERIA

Consistent with Chapter 14-16 District Regulations, Part 10: CCA--Central Commercial Core Area
District, the City will select a developer/design team with the capacity to deliver a program that meets the
City’s objectives for the project. The City and its advisory panel will rely on the written presentation of the
developer, investigation of previous projects and current commitments, references and industry
contacts, and discussions with the developer/design team. Important selection factors for this phase of
the process are:
• Does the Respondent have direct, relevant experience in the design, financing, construction,
and management of similar facilities?
• Does the developer/design team have direct, relevant experience in the development of mixeduse commercial space?
• Can the developer/design team demonstrate successful experience working with municipalities?
• Can the developer/design team demonstrate the financial wherewithal and capacity to
complete the necessary improvements to the building?
• Does the developer/design team have a proven ability to implement development quickly
and cost-effectively?
• Does the developer/design team have a reputation for establishing clear and open lines of
communication with their clients and the community they serve?
• Is the developer/design team associated with projects known to be of exceptional quality
and reputation?

THE SUBMITTAL REQUIREMENTS

Respondents to this RFP should submit three numbered sets of the written information requested below
(with the exception of the Financial Capacity materials, of which one set should be submitted under separate
cover and which will be kept strictly confidential). The City prefers to receive these materials in loose-leaf
bound form, with clearly marked sections.
1. Developer/Design Entity - 10 Points
The proposal will clearly identify the parties of the developer/design entity and the intended role
of each in the implementation of the project, as well as clearly delineate the party responsible for
overall project management. The materials should also outline the nature of the team’s working
arrangement, i.e., contractual, joint venture etc., and specify who will contract with the City. The City
prefers to have a single agreement with the design-development team.
The proposal should include resumes of key individuals who will be implementing this project.
2. Experience - 30 Points
The proposal must provide compelling evidence of direct and relevant experience in design,
construction and office operation by members of the developer/design team. Previous
projects should be identified and described, including:
•
•
•
•
•
•
•
•

Location
Size
Proposed development team members
Client, principal tenants
Development timeline (from site control to stabilized occupancy)
Project cost and financing strategy
Current status
References and contact information (Including lending institutions, former clients and
public agencies)
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• Expertise in developing high-quality, projects of similar scope and scale.
• Experience with development in the local Watsonville market or similar markets.
3.Project Concept - 30 Points
This section of the proposal should explain the respondent’s plan for development of the property,
including:
• Uses, Zoning, and Development Standards – Indicate the proposed uses for development of the
property. While specifically identifying tenants/users is not required, responses that are able to
identify specific users may have an advantage over unknown users. The respondent should
indicate whether rezoning of the property is necessary to accommodate the project as proposed
and/or if specific development standards (such as Floor Area Ratio or Building Height) are
necessary to accommodate the project as proposed.
• Design – Provide conceptual building elevations, and any coordination with adjacent land uses, as
appropriate.
• Plan Consistency – Describe how the proposed development is consistent with the vision and
goals of the 2005 General Plan, the Central Commercial Core Area District zoning regulations and
other applicable sections of the Municipal Code related to proposed development.
• Total Anticipated Investment – Provide an estimate of the total investment to be made in the
development of the property.
• Anticipated public benefit.
4. Development Schedule - 10 Points
Provide an anticipated development schedule from the time the respondent owns the property to
the completion of occupancy.
5. Earnest Money Payment
The City requires that all proposals for this RFP be accompanied by a cashier’s or certified check for
$10,000. These funds will be promptly returned to all developer/design teams that are not
selected for exclusive negotiations. Funds from the finalists will be held until the City makes its final
selection; in any case, no later than March 1, 2020. Use of funds from the selected developer/
design team will be settled by negotiations at the time of selection.
6. Financial Capacity (Please provide in a separate sealed envelope) - 20 Points
The financial strength and stability of the developer/design team chosen for this project is of great
interest to the City. Thus, all respondents to this RFP are required to provide, on a strictly confidential
basis, the following information for the developer and prime design contractor. (If the developer
entity is a Limited Liability Corporation or a Limited Liability Partnership, information must be
submitted on all members and managers):
• Financial statements sufficient to demonstrate ability to carry-out the project (at least three years)
• List of projects in the “pipeline,” including financial commitment, if any.
• Legal Disclosure: Disclosure of any judgments, bankruptcies, legal proceedings, or conflicts of
interest to projects the respondent has developed, owned, or has a substantial ownership
interest in.
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THE SUBMITTAL DEADLINE

All responses should be addressed to: Attn: Tamara Vides, Deputy City Manager and marked “Request for
Proposal: Porter Building,” and must be delivered to the City of Watsonville, 275 Main Street, Suite 400,
Watsonville, CA 95076 no later than 3:00 p.m. PST on Friday, January 3, 2020.
All questions regarding this RFP should be submitted to Tamara Vides, no later than Friday, December 13,
2019. A response to all questions submitted will be made available to respondents.

CONTACT INFORMATION

Questions regarding this Request for Proposal should be addressed to Tamara Vides, Deputy City Manager
at (831) 768-3034 or at tamara.vides@cityofwatsonville.org.

CITY RESERVATION OF RIGHTS

All facts and opinions stated by the City herein and in additional data available to developer, including,
but not limited to, statistical and economic data and projections are based on available information and no
representation or warranty is made with respect thereto.
The City reserves the right, at its sole discretion, to use without limitation, concepts, and data submitted
in response to this RFP, or derived by further investigation thereof. The City further reserves the right
at anytime and for any reason to cancel this solicitation, to reject any or all proposals, to supplement, add
to, delete from, or otherwise alter this RFP if the conditions so dictate. The City may seek clarification from
a potential respondents at anytime and failure to respond promptly may be cause for rejection.
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BACK TO THE TOP

MARKET VALUE APPRAISAL
An Appraisal Report
of
THE PORTER BUILDING
280 Main Street
Watsonville, Santa Cruz County, CA 95076

DATE OF VALUE:
August 14, 2018

PREPARED FOR:
Doug Mattos
City of Watsonville
275 Main Street, Suite 400
Watsonville, CA 95076

9010 Soquel Drive, Suite 3
Aptos, CA 95003

toll free (888) 887 7715
fax (408) 516 5500

OFFICE LOCATIONS SANTA CRUZ

•

SAN JOSE

•

NOVATO

www.PacificAppraisers.com
commercial@PacificAppraisers.com
•

OAKLAND

•

SACRAMENTO

August 24, 2018
Doug Mattos
City of Watsonville
275 Main Street, Suite 400
Watsonville, CA 95076
RE:

An appraisal of the Porter Building
280 Main Street
Watsonville, Santa Cruz County, CA 95076
Pacific Appraisers File No. 74271C

Dear Mr. Mattos:
In fulfillment of our agreement, Pacific Appraisers is pleased to transmit my real estate appraisal
developing an opinion of the current market value of the above referenced real property on an
As Is basis. This is an Appraisal Report which is intended to comply with the reporting
requirements set forth under Standards Rule 2-2(a) of the 2018-2019 Uniform Standards of
Professional Appraisal Practice (USPAP). The opinion of value reported below is qualified by
certain assumptions, limiting conditions, certifications, and definitions, which are set forth in the
report.
In order to carry out this assignment, a market study of real estate activity in the vicinity of the
subject property has been conducted. This investigation included the collection and analysis of
sales, offerings, and other developments which have occurred in the area in the recent past.
The sources of this data included the Santa Cruz County records, my own data bank, other real
estate brokers and appraisers, and knowledgeable individuals active in the area.
This appraisal has been completed in accordance with the Uniform Standards of Professional
Appraisal Practices and Conduct (“USPAP”) as promulgated by the Appraisal Standards Board
of the Appraisal Foundation.
The subject is a two-story building located in downtown Watsonville across from the Civic Plaza
at the corner of Main Street and Walnut Avenue. Gross building area is 11,980 square feet.
Designed by local architect William Weeks, the improvements were originally completed in 1903
for use as a post office. The building is now vacant, but was last used as a college preparatory
school. Site area consists of a larger 2.41 acre parcel (APN 017-182-16) comprising the entire
block owned by the City of Watsonville. That said, the concluded value is predicated on the
hypothetical condition such that the subject building and its corner site of approximately 15,000
square feet (existing parking lot with 19 spaces) is subdivided from the city property and
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Aptos, CA 95003

toll free (888) 887 7715
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•

NOVATO
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OAKLAND

8/24/2018
Doug Mattos
City of Watsonville
Page 2
rezoned from PF (Public Facility) to CCA (Central Commercial Core Area District) with a
complementary change in the general plan to CC (Central Core Commercial).
Considering the current occupancy, configuration, and size, the most likely buyer would be a
local investor or developer. Based on the valuation analysis in the accompanying report, and
subject to the definitions, assumptions, and limiting conditions expressed in the report, my
opinion of value is as follows:
VALUE CONCLUSION
Appraisal Premise
As Is

Interest Appraised
Fee Simple

Date of Value
August 14, 2018

Conclusion
$1,350,000

Compiled by: Pacific Appraisers

The opinions of value stated above, as well as every other element of this appraisal, are
qualified in their entirety by the Contingent and Limiting Conditions set forth at the end of this
report and which is an integral part of the appraisal.
No changes of any item of the appraisal report shall be made by anyone other than the
appraiser(s), and the appraiser(s) shall have no responsibility for any such unauthorized
changes. This letter of transmittal and the pages that follow constitute my report, including the
data and analyses utilized in forming an opinion of value. It has been a pleasure to assist you in
this assignment. Should you have any questions concerning this report, please do not hesitate
to call my office.
Respectfully submitted,

Ryan J. Whitelaw, MAI
Pacific Appraisers
CA Certification Number: AG028668
Expires: 1/31/2020
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SUMMARY OF SALIENT FACTS

SUMMARY OF SALIENT FACTS AND CONCLUSIONS
Property Location:

The subject is located at 280 Main Street, Watsonville,
Santa Cruz County, CA 95076

Property Owner:

City of Watsonville/Finance Director

Assessor’s Parcel Number:

017-182-16

Census Tract:

1103.00

Client:

Doug Mattos, City of Watsonville

Date of Inspection:

August 14, 2018

Effective Date of Appraisal:

August 14, 2018

Date of the Report:

August 24, 2018

Property Rights Appraised:

Fee Simple estate

Classification of Report:

An Appraisal Report of a single-tenant commercial
building

Site and Improvements
Land Area:1

15,000 Sq. Ft.

Excess/Surplus Land:

None

Zoning:1

CCA, Central Commercial Core Area District

Gross Building Area:

11,980 Sq. Ft.

Year Built:

1903

Floor Area Ratio (FAR): 1

0.80

Condition:

The subject is of average condition with an estimated
effective age of 30 years.

(0.34 Acres)

Highest and Best Use
As Though Vacant:

Develop site to the maximum allowable density

As Improved:

Stabilize existing improvements

1

Predicated on hypothetical condition such that the subject building and its corner site of approximately 15,000 square feet (existing
parking lot) are subdivided from the city property and rezoned from PF (Public Facility) to CCA (Central Commercial Core Area
District) with a complementary change in the general plan to CC (Central Core Commercial).
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280 MAIN STREET

SUMMARY OF SALIENT FACTS

Income & Expense Data
Projected Gross Income:

$143,760

Stabilized Vacancy:

$7,188; 5.0% (includes rent/collection loss)

Effective Gross Income:

$136,572

Stabilized Expenses:

$35,795; 26.2% of EGI

Net Operating Income:

$100,777

Capitalization Rate Selected:

6.00%

As Is Valuations
Cost Approach:

N/A

Sales Comparison Approach:

$1,380,000

Income Approach:

$1,320,000

As Is Market Value:

$1,350,000, $113 per square foot

Estimated Exposure Time:

6 to 12 months

Estimated Marketing Time:

6 to 12 months
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SECTION I – INTRODUCTION

280 MAIN STREET

INTRODUCTION

PROPERTY IDENTIFICATION
The subject is located at 280 Main Street in Watsonville. The county assessor’s tax
identification number is 017-182-16. A copy of the preliminary title report was not provided to
the appraiser. Please refer to a preliminary title report for a full description of the legal
description of the subject property. The value opinion concluded in the report assumes that the
current title report contains no conditions or easements that would negatively impact the value
and/or marketability of the subject.
OWNERSHIP AND PROPERTY HISTORY
Per NDC Data, title to the subject is currently vested in City of Watsonville/Finance Director.
The property is not actively listed for sale. That said, the City has reportedly procured interest
for a potential off-market sale transaction. The terms are yet to be determined as the intended
use of this appraisal assignment is to assist in negotiation a contract price.
Other than where noted herein, there have been no market sales of the subject property in the
last three years. Please note, however, that this information is not intended as a guarantee to
the chain of title and a title search should be performed by a title company should a definitive
abstract be desired.
EFFECTIVE DATE OF THE APPRAISAL/DATE OF THE REPORT
The subject property was inspected by Ryan J. Whitelaw, MAI on August 14, 2018. The date of
the report is August 24, 2018. The “As Is” date of value is equal to the date of inspection.
INTENDED USE OF THE APPRAISAL
The intended use of this appraisal is to assist the client and intended users in establishing an
asking price. No other intended use is identified by the appraiser.
INTENDED USER OF THE APPRAISAL
The intended user of this appraisal is the City of Watsonville. No other intended user is identified
by the appraiser.
PROPERTY RIGHTS APPRAISED
The subject property is being appraised as a Fee Simple estate. Fee simple is defined as
absolute ownership unencumbered by any other interest or estate, subject only to the limitations
imposed by the governmental powers of taxation, eminent domain, police power, and escheat.
PURPOSE OF THE APPRAISAL
The purpose of this appraisal is to estimate the current market value of the Fee Simple estate in
the subject property, in “As Is” condition.
Market value is one of the central concepts of the appraisal practice. Market value is
differentiated from other types of value in that it is created by the collective patterns of the
market. Market value, as used in this appraisal report, is defined as follows:
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INTRODUCTION

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






Buyer and seller are typically motivated;
Both parties are well informed or well advised, and acting in what they
consider their own best interests;
A reasonable time is allowed for exposure in the open market;
Payment is made in terms of cash in U.S. dollars or in terms of financial
arrangements comparable thereto; and
The price represents the normal consideration for the property sold
unaffected by special or creative financing or sales concessions granted by
anyone associated with the sale. 2

SCOPE OF WORK
The scope of the assignment relates to the extent and manner in which research is conducted,
data is gathered and analysis is applied, all based upon the purpose of the appraisal and its
intended use, as previously outlined. Information on the specific approaches to value used in
the analysis is included in the Appraisal Methodology section of this report. The following steps
were completed by Pacific Appraisers for this assignment:









Analyzed regional, city, neighborhood, site, and improvement data.
Inspected the subject and the neighborhood.
Reviewed data regarding taxes, zoning, utilities, easements, and city services.
Considered comparable improved sales, comparable improved building rental
information, and comparable site sales. Confirmed data with principals, managers, or
real estate agents representing principals, unless otherwise noted.
Analyzed the data to arrive at conclusions via each approach to value used in this report.
Reconciled the results of each approach to value employed into a probable range of
market data and finally an estimate of value for the subject, as defined herein.
Estimated a reasonable exposure time associated with the value estimate.

The subject site and improvement descriptions are based on an inspection of the property and
discussions with the Administrative Analyst, City of Watsonville, Doug Mattos. The inspection is
not a substitute for thorough engineering studies. To develop the opinion of value, Pacific
Appraisers performed a complete and thorough appraisal process considering all applicable
approaches to value. The applicability and utilization of these approaches is covered in the

2 The definition of market value is taken from: The Office of the Comptroller of the Currency under 12 CFR, Part 34,

Subpart C-Appraisals, 34.42(f), August 24, 1990. This definition is compatible with the definition of market value
contained in The Dictionary of Real Estate Appraisal, Fifth Edition, and the Uniform Standards of Professional
Appraisal Practice adopted by the Appraisal Standards Board of The Appraisal Foundation, 1992 edition. This
definition is also compatible with the OTS, RTC, FDIC, NCUA, and the Board of Governors of the Federal Reserve
System definition of market value.
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INTRODUCTION

Valuation section. This report is fully conforming to appraisal guidelines as defined by the
Uniform Standards of Professional Appraisal Practice.
This is a real estate appraisal, in the form of an Appraisal Report, which is intended to comply
with the reporting requirements set forth under Standards Rule 2-2(a) of the 2018-2019 Uniform
Standards of Professional Appraisal Practice. In this appraisal, Pacific Appraisers considers all
known applicable approaches to value. The value conclusion reflects all known information
about the subject property, market conditions, and available data.
The Appraisal Report incorporates in a summary format practical explanation of the data,
reasoning and analysis that were used to develop the opinion of value. It also includes
summarized descriptions of the subject property and the market for the subject property type.
Unless noted elsewhere in the report; all data considered significant that was requested for this
assignment was received by Pacific Appraisers.
EXTRAORDINARY ASSUMPTIONS
An extraordinary assumption is defined as: An assignment-specific assumption, as of the
effective date regarding uncertain information used in the analysis, which, if found to be false,
could alter the appraiser’s opinions or conclusions. Extraordinary assumptions presume as fact
otherwise uncertain information about physical, legal, or economic characteristics of the subject
property; or about conditions external to the property such as market conditions or trends; or
about the integrity of data used in an analysis. The reader should note that the use of
extraordinary assumptions in the appraisal report might have affected the assignment results.
Extraordinary assumptions used in the analysis include:


No extraordinary assumptions were included as part of the analysis.

HYPOTHETICAL CONDITIONS
A hypothetical condition is defined as: That which is contrary to what exists but is supposed for
the purpose of analysis. Hypothetical conditions assume conditions contrary to known facts
about physical, legal, or economic characteristics of the subject property; or about conditions
external to the property, such as market conditions or trends; or about the integrity of data used
in an analysis. The reader should note that the use of hypothetical conditions in the appraisal
report might have affected the assignment results. Hypothetical conditions used in the analysis
include:


The subject is currently zones PF (Public Facility). The concluded value will be predicted
on the hypothetical condition such that the subject building and its corner site of
approximately 15,000 square feet (existing parking lot with 19 spaces) is subdivided
from the city property and rezoned from PF (Public Facility) to CCA (Central Commercial
Core Area District) with a complementary change in the general plan to CC (Central
Core Commercial).
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COMPETENCY
The appraiser notes and warrants that in accordance with the provisions of USPAP, they are
competent to perform an appraisal of the property that is the subject of this appraisal analysis.
Specifically, it is noted that as of the effective date of the appraisal, Ryan J. Whitelaw, MAI has
performed appraisals of commercial properties located throughout Northern and Central
California. In preparation for this appraisal assignment, numerous individuals were interviewed
with respect to the subject, the subject within the greater marketplace, and other factors as
appropriate that would lead to a better understanding of the market and the subject’s place
therein. Given all of these factors, the appraisers believe that they are competent to perform the
appraisal assignment in an appropriate manner on behalf of the client.
MARKETING AND EXPOSURE PERIOD
Exposure time is always presumed to precede the effective date of the appraisal. It is the
estimated length of time the property would have been offered prior to a hypothetical market
value sale on the effective date of appraisal. It is a retrospective estimate based on an analysis
of recent past events, assuming a competitive and open market. It assumes not only adequate,
sufficient, and reasonable time but adequate, sufficient, and reasonable marketing effort.
Exposure time and appraisal conclusion of value are therefore interrelated.
Marketing time represents the period a prospective investor would forecast to sell the subject
property immediately after the date of value and at the value estimated. Anticipated marketing
time is essentially a measure of the perceived level of risk associated with the marketability, or
liquidity, of the subject as an investment grade property. The reader must understand, however,
that the future price for the subject property (at the end of the marketing time) may or may not
equal the appraisal estimate. The future price depends on unpredictable changes in the
physical real estate, demographic and economic trends; real estate markets in general,
supply/demand characteristics for the property type, and many other factors.
Exposure and marketing time are often expressed as a range and is based on direct and
indirect market data gathered during the market analysis, sales verifications, interviews with
market participants, and other appropriate sources. Based on the sales and market interviews,
the concluded market value is based on an exposure time of 6 to 12 months. Marketing time is
estimated at 6 to 12 months.
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The dynamic nature of economic relationships within a market area has a direct bearing on real
estate values and the long-term quality of a real estate investment. In the market, the value of a
property is not based on the price paid for it in the past or the cost of its creation, but on what
buyers and sellers perceive it will provide in the future. Consequently, the attitude of the market
toward a property within a specific neighborhood or market area reflects the probable future
trend of that area.
Since real estate is an immobile asset, economic trends affecting its locational quality in relation
to other competing properties within its market area will also have a direct effect on its value as
an investment. To accurately reflect such influences, it is necessary to examine the past and
probable future trends, which may affect the economic structure of the market and evaluate their
impact on the market potential of the subject. This section of the report is designed to isolate
and examine the discernible economic trends in the region and neighborhood, which influence
and create value for the subject property.
REGIONAL INFLUENCES – MONTEREY BAY AREA
The Monterey Region encompasses the three counties of Monterey, San Benito and Santa
Cruz. This region surrounds Monterey Bay, which is one of the most scenic Bays on the Pacific
Coast. The region is separated from the Central Valley counties of Madera, Fresno and Kings
County on the east by the eastern coastal mountain ranges. San Luis Obispo County serves as
the southern boundary of the area while San Mateo and Santa Clara Counties serve as the
northern and northeastern borders of the region and are part of the San Francisco Bay Area.
Monterey Bay and the Pacific Ocean serve as the western boundary.
The Monterey Region is heavily influenced by developments in the San Francisco Bay Area,
which is to the north and surrounds the largest natural harbor in the world. This harbor enables
it to serve as a hub to the nation's rail, trucking and shipping systems, connecting the western
United States with Far Eastern countries. The Monterey Region is known for its agriculture and
also its resort orientation, which takes advantage of its coastal shoreline centered on Monterey
Bay.
The distinct areas in the region are the coastal areas of Santa Cruz, the Monterey Peninsula,
and Big Sur, and the agricultural areas of the Salinas and in-land San Benito County valleys.
Tourism is one of the main economic bases in the region. The City of Santa Cruz and the
Monterey Peninsula have long been a recreational destination for vacationers and tourists. Mild
weather and spectacular scenery have drawn people to the area for many years. The most
popular tourist destinations are Santa Cruz boardwalk with its amusement rides and beaches,
Fisherman's Wharf, the Monterey Bay Aquarium and Cannery Row located in the City of
Monterey. Carmel and Big Sur are other major tourist attractions.
The second major economic base is the agriculture of the Salinas and San Benito Valleys,
which run almost the entire length of the region. The area is the sixth largest agricultural area in
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the State and is known as the “Salad Bowl” of the United States due to the large variety of
vegetables grown there, including broccoli, lettuce and artichokes. The Salinas River, 170-miles
long, is the third longest river in California and winds through the Salinas valley. The river and
its aquifer serve as a water supply for agriculture and other industries as well as municipalities.
REGIONAL INFLUENCES – SANTA CRUZ COUNTY
Location
The subject property is located in the County of Santa Cruz, which is located in the northern
portion of the California Central Coast Region. The County of Santa Cruz is bordered to the
north by San Mateo County, on the east by Santa Clara County, to the south by Monterey
County and to the west by the Pacific Ocean. The City of Santa Cruz, which is the County seat,
is located about 74 miles south of San Francisco, 25 miles south of San Jose, and 375 miles
north of Los Angeles.
AREA MAP

Compiled by: Pacific Appraisers

According to the U.S. Census Bureau, the county has a total area of 607 square miles
comprised of 445 square miles of land and 162 square miles water. Of California's counties,
only San Francisco County is physically smaller. The county is a strip about ten miles wide
between the coast and the crest of the Santa Cruz Mountains at the northern end of the
10
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Monterey Bay. It can be divided roughly into four regions: the rugged "north coast"; the urban
City of Santa Cruz, Soquel, Capitola, and Aptos; mountainous Bonny Doon, the San Lorenzo
River Valley; and the fertile "south county", including Watsonville. Agriculture is concentrated in
the coastal lowlands of the county's northern and southern ends. Most of the coastline is
flanked by cliffs.
Population Characteristics
The population of Santa Cruz County is estimated by the Environmental Systems Research
Institute (ESRI) to be 278,575 for 2017. The county’s population is expected to reach
approximately 287,522 by the year 2022 for an average annual growth rate of 0.64 percent.
Household units within the county of Santa Cruz were 99,145 in 2017 and are projected to
increase 0.64 percent each year over the next five years. In comparison – the state of
California is expected to have an annual population and household growth of .78 percent over
the next five years. The following chart illustrates some of the key demographics for the
subject’s area.
SELECTED DEMOGRAPHICS

Source: ESRI, Bureau of Census
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County Incomes/Purchasing Power
Current median household income is $72,335 in Santa Cruz County, compared to $65,223 for
all California households. Per ESRI, median household income is projected to be $81,159 in
five years, which represents a 2.44 percent annual increase.
Employment
Santa Cruz County has a diverse economy driven mostly by white-collar professionals, which
make up 61.6 percent of the work force in the area. The Service industry accounts for 19.0
percent and blue-collar workers account for 19.4 percent of the total workforce.
SANTA CRUZ COUNTY EMPLOYED
POPULATION BY OCCUPATION

Source: ESRI, Bureau of Census
Complied by: Pacific Appraisers

Counties like Santa Cruz, where agriculture, recreation, and tourism are significant factors in the
local economy, are more likely to be affected by seasonal variations in employment, resulting in
a fluctuating unemployment rate.
The University of California, Santa Cruz, is the largest single employer in Santa Cruz County. It
brings in a substantial amount of money from outside county borders, most of which is spent in
the county. UCSC has been responsible for more than a billion dollars of economic activity in
Santa Cruz County through spending by its faculty, staff, students, out-of-town visitors, and the
university itself.
Tourism
Many travelers visit Santa Cruz County to take advantage of its coastline and redwood studded
mountains. With over 3 million visitor trips yearly – tourism ranks, alongside agriculture, as one
of the top seasonal employers and revenue-producing industries in Santa Cruz County. It is
estimated that $500 million is generated in direct travel expenditures annually in the County. 3
These travel dollars contribute directly to the local employment. Additionally, it’s estimated that

3

Santa Cruz County Conference and Visitors Counsel
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tourism generates over $14 million in taxes for local government, which helps to pay for police
and fire protection, road repairs, park maintenance and social services.

4

Retail
The three main retail destinations in the County are Pacific Avenue located in downtown Santa
Cruz (also known as the Pacific Garden mall), the Main Street corridor in Watsonville, and the
41st Avenue corridor located along the border Santa Cruz and Capitola. Of the three locations,
the 41st Avenue corridor is the primary regional retail destination in Santa Cruz County. The
main draw to the area is a large indoor Capitola shopping mall. This is the only mall of its kind
in the County.
Transportation
Santa Cruz County, due to its limited population, has a minor but more than adequate
infrastructure. State Route 1, better known as the Pacific Coast Highway, runs the length of the
county from north to south through Watsonville, Capitola, and Santa Cruz. State Routes 129
and 152 head southeast and northeast, respectively, out of Watsonville and eventually merge
with US 101. From Santa Cruz, State Route 17 travels north towards the Bay Area through
Scotts Valley. It eventually intersects SR-85 and Interstate 280, before merging into Interstate
880. Finally, State Route 9 provides an alternative route to the Bay Area heading through
Felton, Ben Lomond, and Boulder Creek.
Santa Cruz County is served by the San Jose International Airport, the San Francisco
International Airport, Oakland International Airport, Monterey Peninsula Airport, and the
Watsonville Municipal Airport. Rail access is provided by Union Pacific Railroad, with a railhead
at Watsonville Junction. Public Transportation is provided by the Santa Cruz Metropolitan
Transit District.
Education
There are 10 school districts located in Santa Cruz County, which have 40 kindergarten through
eighth grade schools, 12 middle schools, and 13 high schools. The county is also home to
Cabrillo Community College and two four-year universities: Bethany University (which changed
administration in June 2011), and the University of California, Santa Cruz (UCSC).
The University of California, Santa Cruz, opened in 1965, and has a current enrollment of
approximately 16,000 students. Undergraduates pursue 60 majors supervised by divisional
deans of humanities, physical & biological sciences, social sciences, and arts. Graduate
students work toward graduate certificates, master's degrees, or Ph.D. degrees in 30 academic
fields under the supervision of the divisional and graduate deans.

4

Ibid
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AREA/CITY MAP

Compiled by: Pacific Appraisers

CITY OF WATSONVILLE
The subject is located in the City of Watsonville, California. Watsonville is located at the
southern end of Santa Cruz County between the cities of Santa Cruz and Monterey. The area
is primarily known for its agricultural crops. The Watsonville area has a long history as a
farming community. Crops of fruit, vegetables and flowers are the mainstay of the city’s
economy; and have been for a century and a half. Potatoes, strawberries, wheat, and lettuce
are some of the most abundant crops grown in the region. More than eighty varieties of crops
can be produced in the area given the rich soil. Watsonville is often touted as the "Strawberry
Capitol of the World."
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Due to the high reliance upon agriculture as an industry, development of the area is closely
safeguarded. Food manufacturing facilities are prevalent. Granite quarrying, brick making, and
other industrial factories, service, and tourist jobs abound in the area.
Population Characteristics
The population of Watsonville is estimated by the Environmental Systems Research Institute
(ESRI) to be 49,277 for 2010. The city’s population is expected to grow modestly to
approximately 50,020 by the year 2015. Household units within Watsonville were 12,324 in
2010 and are projected to increase 0.19 percent per a year over the next five years.
Transportation
Major road access to Watsonville is provided by Highway 1, which runs predominantly northsouth along the western edge of Watsonville. Additionally, Highways 129 and 152 connect
Watsonville to State Highway 101, which runs north-south connecting Watsonville to San
Francisco and provides access to the rest of the Bay Area.
Amtrak, the national passenger rail system, provides service to nearby cities of Salinas and San
Jose and operates daily in each direction through Martinez between Emeryville, across the bay
from San Francisco, and Chicago via Sacramento, Reno, Salt Lake City, Denver, and Omaha.
The Coast Starlight operates daily in each direction through Martinez between Seattle and Los
Angeles. Amtrak also operates its San Joaquin trains through Martinez, providing service
several times daily between Oakland to the west and Bakersfield at the south end of the San
Joaquin Valley. The Santa Cruz Metropolitan Transit District provides local bus transportation.
Bus connections can also be made between Watsonville and King City via Monterey-Salinas
Transit. The MST services the greater Monterey and Salinas area, including Big Sur, King City
and Watsonville.
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NEIGHBORHOOD MAP

Compiled by: Pacific Appraisers

NEIGHBORHOOD INFLUENCES – DOWNTOWN
There are four main commercial districts in the city: Main Street, East Lake Avenue, Freedom
Boulevard and Green Valley Road. The downtown central business district, as was typical
throughout the country, was deteriorating in the 1970’s. The City of Watsonville initiated a
downtown redevelopment district, situated around the 200 block of Main Street, with the
modern city complex on the east side of Main Street and the Post Office on the west side. After
the October 1989 earthquake, the revitalization process came to a halt. The +140,000 square
foot Civic Center Building at the 200 block of Main Street and the adjacent civic center parking
structure with 460 spaces
were completed about EIGHT years ago. Still, suburban
business/shopping centers have pulled shoppers to strip shopping centers with national
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retailers such as Target and Staples that have been developed along Main Street (Highway
152), between Green Valley Road and Freedom Boulevard.
The subject property is centrally located in Watsonville’s downtown district along Main Street
which has two lanes travelling in both directions from the Freedom Boulevard intersection,
approximately five blocks northwest of the subject, and ending at Front Street approximately
three blocks southeast of the subject. The zoning along both sides of this section of Main Street
is CCA, Central Commercial Core Area.
The subject property (as-is) is part of the City Hall complex located in the block along Main
Street bordered by Maple Street to the north and Elm Street to the south. The subject, as
proposed, is located at the southeast corner of the intersection of Main Street and Maple
Avenue. The City Civic Center is located across Main Street from the subject. There is a threestory city garage behind the Civic Center. There are several city parking lots within a reasonable
walk from the subject. There is a small two-story mixed-use project kitty corner from the subject
that was completed in the last few years.
A major downtown focal point, the City Plaza Park, is located a block north at the southeast
corner of the intersection of Main Street and West Beach Street. At the southeast corner of the
intersection of West Beach Street and Rodriquez Street there is a three-story public parking
structure with the first floor being primarily retail space and the upper two floors are parking.
Typical neighborhood structures are wood-framed or masonry buildings of varying ages and
conditions. Buildings are from one to four stories high with commercial uses on the ground floor
and offices or residential uses on the upper floors. There are several historical buildings built in
the late 1800’s and early 1900’s located in the central downtown district, many of which were
designedby the famed architect, William Weeks. These historic buildings include the Lettunich
Building, a four-story building at 406 Main Street; the Mansion House, a three-story building at
420 Main Street, and the Resetar Hotel, located at the corner of Main Street and West Lake
Avenue.
The Central Commercial Core Area zoning in Watsonville is nearing 100% build-out. A precise
vacancy rate for retail/service space is difficult to estimate due to the characteristics of the ‘mom
and pop” niche market. There is no definitive source that tracks vacancy statistics for the area.
Based on our research, we estimated the vacancy rate at approximately 5%. In summary, the
subject property (as-proposed) is centrally located in Watsonville’s downtown district with
frontages on Main Street and Maple Avenue. There are no known adverse externalities that
would impact the subject property’s marketability.
Neighborhood Demographics
The subject is located in an area that’s best described as a central business district (CBD). The
2017 population is 24,451 persons within a 1-mile radius, yielding a population density of 7,783
individuals per square mile. Density decreases to 2,386 individuals per square mile within a 3-
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mile radius of the subject. Generally, urban areas will have a population density over 7,000,
consist of mostly of multi-family housing, and condensed areas of economic activity.
This demographic group has a 2017 Median Household Income of $41,505. The area’s Median
Household Income is approximately 74.0 % below Santa Cruz County, with a Median
Household Income at $72,335.
The subject’s area is expected to experience population growth at a rate of approximately 0.58
% annually between 2017 and 2022. This growth rate is weaker than Santa Cruz County
overall, with a forecast at 0.63 % annually during the same period.
In general, home values near the subject are 53 % below Santa Cruz County. Per the U.S.
Census Bureau, the 2017 Median Home Value within a 1-mile radius of the subject stood at
$450,000. Santa Cruz County had a reported Median Home Value of $686,294.
The following table includes select demographics for all areas within a one, three, and five-mile
radii of the subject property.
NEIGHBORHOOD DEMOGRAPHICS
Population
2010 Population
2017 Population
2021 Population

1 Mile Radius
23,374
24,451
25,154

3 Mile Radius
63,979
67,471
69,536

5 Mile Radius
80,499
84,879
87,430

0.77%
0.58%

0.91%
0.61%

0.91%
0.60%

5,650
5,834
5,979

16,504
17,112
17,549

20,951
21,747
22,306

2010 - 2017 Annual Growth Rate
2017 - 2022 Annual Growth Rate

0.54%
0.50%

0.61%
0.51%

0.63%
0.51%

Income
2017 Median Household Income
2022 Median Household Income

$41,505
$48,357

$51,575
$59,106

$54,422
$63,591

2017 - 2022 Annual Growth Rate

3.30%

2.92%

3.37%

$450,000
$523,502

$461,373
$528,675

$494,266
$574,303

3.27%

2.92%

3.24%

2010 - 2017 Annual Growth Rate
2017 - 2022 Annual Growth Rate
Households
2010 Households
2017 Households
2022 Households

Housing
2017 Median Home Value
2022 Median Home Value
2017 - 2022 Annual Growth Rate
Source: ESRI, U.S. Census Bureau
Complied by: Pacific Appraisers

The neighborhood is mostly built-out. Any new developments would consist of infill projects
whereby improvements near the end of the economic life would be razed in order to make way
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for any new construction. The neighborhood and its boundaries are not currently experiencing
any significant changes nor are any changes anticipated for the neighborhood in the near term
that would adversely impact values or marketability of properties located within the district.
CONCLUSION
In conclusion, the subject property is in a central business district (CBD) with adequate
transportation linkages and support services, and the location generally complements the
existing developments. The surrounding uses in the subject’s immediate area consist
predominately of commercial related properties. Employers are attracted to the Watsonville
area because of its ample supply of educated white-collar labor and its ties to the greater San
Francisco Bay Area. In the long-run, these are all factors that will continue to drive demand for
space in the area.
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The subject was originally built for use as a post office and was last occupied by a college
preparatory school. In general, the existing configuration is best suited for an administrative
related use. As such, an inferred market analysis has been completed on office property in the
subject’s market area. CoStar, a respected data tracking firm, publishes quarterly data that was
used to analyze the respective property types in the Monterey Bay region. The data gleaned
from CoStar presents a broad-brush overview of market indicators such as inventory, vacancy
rates, net absorption and average asking rental rates. The following paragraphs summarize our
analysis along with information contained in CoStar reports for the second quarter of 2018.
SUMMARY OF OFFICE MARKET INDICATORS
Indicator
Rent per SF
Vacancy Rate
Median Sale Price per SF
Median Cap Rate
12 Mo. Sales Volume (No.)
12 Mo. Net Absorption (SF)
12 Mo. Gross Absorption (SF)
12 Mo. Lease Transactions

Current
$1.76
5.70%
$226
5.37%
157
-73,541
709,720
257

Prior Year
$1.65
5.20%
$146
5.86%
179
659,078
1,317,788
248

5-Year Average
$1.64
7.92%
$199
6.48%
137
152,667
852,097
276

Compiled by: Pacific Appraisers

Net Absorption
Net absorption represents the amount of space occupied or vacated during the period. The
following chart shows net absorption totals in the subject’s region over the past five years.
OFFICE NET ABSORPTION TRENDS

Source: CoStar

The second quarter of 2018 saw 4,364 square feet of positive net absorption. Net absorption
for the past four quarters stands at 22,196 square feet of negative net absorption. This
compares to the trailing four quarter total of 843,304 square feet of positive net absorption noted
this time last year. The preceding absorption figures were calculated using a total inventory of
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16,785,783 square feet contained within 1,843 buildings. The average building size is 9,108
square feet.
Vacancy Rates
Variables such as quality and location affect vacancy rates for office properties. Overall,
vacancy rates have been decreasing. Current vacancy stands at 5.60 % for the entire Monterey
Bay region. This compares to the 5.50 % rate recorded one year ago and to a 5-year average of
7.92 %. The following chart shows recent vacancy rate trends in the region.
OFFICE VACANCY RATE TRENDS

Source: CoStar

Rental Rates
Asking rents have been increasing. Current average asking rent for office space is $1.74 per
square foot per month with full service expense terms. This is compared to $1.63 per square
foot per month this time last year. Historically, rents have been fluctuating between $1.56 and
$1.76 per square foot over the past five years. Again, these rental rates represent average
asking rates. Well positioned properties with top-tier locations will have rents well above the
average. Conversely, older Class C properties with inferior locations will have rents well below
the average.
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RENTAL RATE TRENDS

Source: CoStar

Sale Trends
The current median value stands at $227 per square foot. Overall, the median price per square
foot in the subject’s region has been stable. Sales volume has been stable with an average of
43 transactions over the last year. On average, the subject’s region will see 33 sales of office
properties per year.
HISTORICAL SALES TRENDS

* Median price per square foot based trailing 3-period average
Source: Costar

Capitalization Rates
Capitalization rates (also referred to as overall rates), have ranged over the last five years from
5.37 % to 8.73 %. The five-year average capitalization rate is 6.48 %. In general, older
properties or those in tertiary submarkets are expected to trade above the average, while newer
properties with quality tenants and good locations tend to trade below the average. The
following chart shows capitalization rate trends in the Monterey Bay region.
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CAPITALIZATION RATE TRENDS

* Median cap rate based trailing 3-period average
Source: Costar

Conclusion
The chart below represents property value during the four periods of the real estate market
cycle. In general, the subject’s market area is in the ending stages of the expansion. Traits
inherent to this economic period include: decreasing vacancy rates, moderate to high new
construction, high absorption, moderate to high employment growth, and medium to high rental
rate growth.
COMMERCIAL MARKET CYCLE

Compiled by: Pacific Appraisers
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The subject is a legal parcel of record (APN 017-182-16) situated at the southeast corner of
Main Street and Maple Avenue in the downtown core of Watsonville. The gross site area, as
currently configured, is approximately 104,980 SF or 2.41 acres. That said, the city is
contemplating subdividing the 2.41 acre site into two parcels, a 15,000± square foot corner
parcel improved with the Porter Building and existing parking lot (subject) and the city will retain
the rest.
PROPOSED SUBDIVISION

Compiled by: Pacific Appraisers

The following summary is predicated on the hypothetical condition that the proposed subdivision
is complete with the subject site representing a 15,000± square foot lot at the southeast corner
of Main Street and Maple Avenue. The description of the proposed site can be summarized as
follows:
Location:

The subject is located at 280 Main Street in Watsonville

Assessor’s Parcel
Number(s):

017-182-16 (portion of)

Census Tract:

1103.00
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Land Area:

15,000 Sq Ft.

0.34 Acres

Excess/Surplus Land:

None Noted

Frontage:

Primary frontage consists of 115 feet along Main Street.
Secondary frontage includes 130 feet along Maple Avenue.

Shape:

The site is rectangular in shape.

Access:

The subject property is accessed directly via Main Street /
Maple Street.

Visibility:

Visibility from Main Street and the surrounding area is rated as
good.

Traffic Counts:

Pursuant to the most recent data available, traffic counts along
Main Street, near the subject’s location, are 37,054. A traffic
count is defined as the two-way Average Daily Traffic (ADT)
that passes that location.

Topography and
Drainage:

The site’s topography is considered to be level.
My
investigation did not reveal any significant drainage problems.

Corner Lot:

Yes

Soils:

No soils report was provided; it is assumed that soils are
adequate.

Easements:

Please refer to the preliminary title report. A copy was not
provided to the appraiser. For purposes of this appraisal, it is
assumed that there are no adverse easements and/or
encroachments.

Covenants, Conditions,
and Restrictions:

No private deeds or restricting covenants affecting
development, other than zoning, were known to affect the site.
For purposes of this appraisal, it is assumed that there are no
adverse covenants, conditions, or restrictions.

Utilities:

The subject property is serviced by all necessary utilities, which
are public and to the subject’s site.

5

Predicated on hypothetical condition such that the subject building and its corner site of approximately 15,000 square feet
(existing parking lot) are subdivided from the city property and rezoned from PF (Public Facility) to CCA (Central Commercial Core
Area District) with a complementary change in the general plan to CC (Central Core Commercial).
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Flood Zone:

Per FEMA Flood Panel Map 060357-06087C392E (5/16/2012),
the subject is located in an AH special flood hazard area and
within 250 feet of multiple flood zones. Most of the central core
and some of the selected comparable are similarly located.
This does not appear to have a measurable impact on value.

Earthquake Zone:

The subject site is located within a designated Moderate
Potential Liquefaction Earthquake Zone. The subject and the
Monterey Bay Area are located within the sphere of the San
Andréas Fault system. Most of the city core is similarly located.
This does not appear to have a measurable impact on value.

Environmental Issues:

No evidence of hazardous waste or toxic materials was visible.
The value estimate rendered in this report is predicated on the
assumption that no hazardous material is on or in the property
that would cause a loss in value. No evidence of hazardous
waste or toxic materials was visible. Pacific Appraisers has no
knowledge of the existence of these substances on or in the
subject property. However, Pacific Appraisers is not qualified
to detect hazardous waste or toxic materials.

Conclusion:

The shape of the property is rectangular and benefits from
having access via Main Street / Maple Street. Visibility to the
site is considered good. Topography of the site is level and
poses no specific development limitation. The site features
15,000 square feet on a paved street served by necessary
utilities. There are no adverse soils conditions of which Pacific
Appraisers is aware. In conclusion, from a physical standpoint,
the site is considered adequate for many types of development.
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PLAT MAP

Source: NDC Data
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SITE PLAN

*Parking spaces around the subject building have been reconfigured
Source: Prior Report
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TRAFFIC MAP

Source: Costar
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The subject is a two-story building originally constructed in 1903. The building is commonly
known as the Porter Building and it is currently a public facility owned by the City of Watsonville.
It was originally designed for use as a post office. The building is currently vacant, but was last
used as a college preparatory school.
The subject is a registered historic building; however, based on comments from city officials it
appears the city is favorable for exterior remodeling which may alter the historic status and
remove the potential benefit of the Mills Act. Per the city planning department the subject
building has been reinforced per the Unreinforced Masonry Building Laws (URM) and is
compliant.
The building exterior walls were originally unreinforced masonry block (brick). The subject was
fully seismic retrofitted in 1991 at which time an elevator was installed. The building may
require additional seismic retrofitting in order to meet current requirements. Costs associated
with any additional retrofitting are unknown.
Gross building area is 11,980 square feet. Net rentable area (excludes common area) is
estimated at 9,485 square feet. The ground floor has a 14 foot clear height and the ceiling finish
is a mix of finished sheetrock (possibly lath and plaster) or suspended acoustic tiles with
florescent fixtures. The ground floor is demised into hallways with multiple office suites or
reception areas. The demising walls appear to be wood frame with finished-textured sheetrock.
Most floor area covering is low grade commercial carpet and vinyl, with some tiled areas. The
finish-trim is stained hardwood and the doors are solid core. There is a men’s and women’s
restroom core (three and four stalls), and a sink in one of the downstairs room. Access is via
four exterior doors and a common hallway to the elevator. There are two stairs with direct
access to exterior doors. The overall interior condition is judged fair to average.
The second floor has a 10 foot clear height and the ceiling finish is a mix of finished sheetrock
(possibly some lath and plaster), and suspended acoustic tiles with florescent light fixtures. The
floor covering consists of low cost carpet, vinyl and some tiled areas. The 2nd floor is demised
into two stairs for interior and exterior access and an elevator, hallway and multiple offices and
two restrooms and there is a sink in one of the rooms. The interior walls appear to be wood
frame with sheetrock finish and/or wall paper. The interior paint is average to fair. The wall
paper is peeling and needs repair or replacement. Interior trim and doors are stain grade and
solid core. The interior finish has some positive appeal for its historic design characteristics;
however, the floor plan and utility is dated compared to modern buildings.
There are men’s and women’s restroom cores on each floor with three to four sinks each. The
wainscot is tile or marble and the floor covering is tile. There is an additional single restroom on
the second floor. Plumping appears to be adequate for intended use.
Based on the proposed site configuration, the subject is expected to include 19 on-site parking
spaces for a parking ratio of 1.58 per thousand square feet of gross building area. The subject’s
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on-site parking is better than most buildings in the core area. There is additional street parking
and a city parking garage within short walking distance. The basic construction features are
summarized as follows.
Construction Class

The class of construction is the basic subdivision in Marshall
Valuation Service, dividing all buildings into five basic groups
by type of framing (supporting columns and beams), walls,
floors, roof structure, and fireproofing.
The subject is
6
construction Class C.

Competitive Rating

In terms of quality, as it is perceived in the marketplace, the
subject is considered a Class C building.

Gross Building Area

5,980 square feet

Ground Floor

6,000 square feet

Second Floor

11,980 square feet

Total

Net Rentable Area7

9,485 square feet

Building Efficiency Ratio

79.17 %

GBA Source

Prior Report

Floor Area Ratio (FAR)

0.80

Foundation

The foundation is concrete slab.

Frame

Basic construction is masonry frame.

Roof Cover

Roofing is built-up membrane.

Property Condition

The subject is considered to be in average condition.

Flooring

Flooring at the subject is predominantly commercial grade
carpet.

Lighting

Lighting is predominately fluorescent.

HVAC

The HVAC and mechanical systems are assumed to be in
good working order and adequate for the subject.

6

Class C Buildings are characterized by masonry or reinforced concrete (including tilt-up) construction. The walls may be loadbearing, i.e., supporting roof and upper floor loads, or nonbearing with open concrete, steel, or wood columns, bents, or arches
supporting the load. (Source: Marshall Valuation Service)
7

Net rentable area is exclusive of any area attributable to corridors, lobbies, public restrooms, utility rooms, or vertical penetrations
(stairwells, elevators, HVAC ducting).
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Electrical

The electrical system is assumed to be in good working order
and adequate for the subject.

Fire Protection

The subject property has a sprinkler system. It is assumed
that the subject has adequate fire alarm systems, fire exits,
fire extinguishers, fire escapes and/or other fire protection
measures adequate to meet local fire marshal requirements.

Elevator

Yes - One 2,000 lb elevator

Plumbing

The plumbing system is assumed to be in good operating
condition.

Parking

The subject features surface parking.
There are 19
designated parking spaces resulting in a parking ratio of 1
space per 631 square feet of GBA. Overall, the parking is in
average condition and is adequate to meet the needs of the
subject.

ADA Compliance

Handicap access appears to be available to the building.
However, the appraiser is not qualified to determine
compliance with the requirements. Please refer to the
specific limiting condition regarding ADA compliance.

Environmental Issues

The value estimate rendered in this report is predicated on
the assumption that no hazardous material is on or in the
improvements, causing a loss in value.
No evidence of hazardous waste or toxic materials was
visible. I have no knowledge of the existence of these
substances on or in the subject improvements. However, the
appraiser is not qualified to detect hazardous waste or toxic
materials.

Functional Quality of Space

There were no observed design problems during the
inspection and none were reported.

Deferred Maintenance

The subject is dated and in need of updating. Unless noted
otherwise; no significant deferred maintenance was observed.

Economic Age and Life

The building was erected in 1903 for a chronological age of
115 years. Based on the current condition, appraisers
estimate the subject property’s effective age to be
approximately 30 years. According to reputable building cost
estimation services, commercial buildings of this type and
quality have an expected life of 55 years. Therefore, the
remaining economic life (expected life minus effective age) is
approximately 25 years, consistent with my on-site
observations. While I observed nothing to suggest a different
economic life, a capital improvement program could extend
life beyond that stated above.
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Quality/General Condition

The subject property conforms to competitors and substitutes
in the area. Relative quality of construction is average.
Interior amenities are similar to competing commercial
properties of the same approximate age. I observed no
evidence of structural fatigue and the improvements appear
sound. The appraiser is not qualified to determine structural
integrity, however, and recommends that the reader rely upon
an expert in this field for further determination.

Conclusion/Comments

In terms of its design and construction, the subject property
does meet the demands of the market. The subject property,
as improved, can suitably compete within the marketplace.
No adverse conditions were noted. The property appears to
be a reasonably maintained average quality commercial
building.
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SUBJECT LAYOUT – FIRST FLOOR PLAN

Compiled by: Pacific Appraisers
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SUBJECT LAYOUT – SECOND FLOOR PLAN

Compiled by: Pacific Appraisers
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REAL ESTATE TAX INFORMATION

In California, all real property is assessed at 100% of full cash value (which is interpreted to
mean market value of the fee simple estate) as determined by the County Assessor. Generally
a reassessment occurs only when a property is sold (or transferred) or when new construction
occurs (as differentiated from replacing existing construction).
Pursuant to voter approved legislation (Prop 13), assessments for properties that were acquired
before the tax year 1975-1976 a base year market value was established as of lien date (March
1st) 1975. Property taxes are limited by state law to one percent of the assessed value plus
voter-approved obligations. If no sale (or transfer) occurs or no new building takes place,
assessments may not increase by more than two percent annually. Taxes are payable in two
equal installments, which become delinquent after December 10 and April 10, respectively.
Currently the property is owned by the City of Watsonville and there is no tax assessment.
Nevertheless, if the subject sold for the value estimate in this report, a reassessment at that
value would most likely occur, with tax increases limited to two percent annually thereafter until
the property is sold again. The consequences of this reassessment have been considered in
the appropriate valuation sections.
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ZONING INFORMATION

Detailed zoning studies are typically performed by a zoning or land use expert, including
attorneys, land use planners, or architects. The depth of my analysis 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.
Current Zoning Description
The subject is currently zoned PF (Public Facility) and the general plan is Public or QuasiPublic. The purpose of the PF zoning district is to “clearly separate the development standards
and Land Use regulations for Public Facilities owned and operated by City or County
Government agencies with uses that are available to the general public and other institutional
facilities that provide uses that are available to the public but are either privately owned or
operated by State and Federal agencies.” The client is advised to review the City’s complete PF
zoning regulations (14-16.801) for further information and development standards. The subject’s
current use is considered to be a legal conforming use as designated by the zoning
Current Zoning – Employing Hypothetical Condition
At the clients request and employing the extraordinary assumption, this appraisal is predicated
on the subject being rezoned to CCA (Central Commercial Core Area). Per district regulations
and discussions with city representatives, its former use as office will probably be allowed to
continue. The purpose of the CCA zoning district is to establish an area for the development of
a concentrated pedestrian-orientated downtown center with intensive commercial, financial,
administrative and professional, entertainment, culture and residential uses within in the heart of
the city. The client is advised to review the City’s complete CCA zoning regulations (1416.1000) for further information and development standards. Furthermore, the appraisal is
premised by the assumption the subject under CCA rezoning will be legal and conforming to the
Central Core Commercial general plan.
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ZONING MAP

Source: Planning Department
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The purpose of the highest and best use analysis is to identify the most profitable, competitive
use to which the subject property can be put. Highest and best use is defined as:
”The reasonably probable and legal use of vacant land or an improved property, which
is physically possible, appropriately supported, financially feasible, and that results in
the highest value. The four criteria the highest and best use must meet are legal
permissibility, physical possibility, financial feasibility, and maximum productivity.” 8
Highest and best use is first applied specifically to the use of a site as vacant. It is recognized
that in cases where a site has existing improvements, the concluded highest and best use as if
vacant may be different from the highest and best use given the existing improvements (as
improved).
While not specifically mentioned in the definition, implicit in the concept of highest and best use
is the notion of most likely buyer (owner/user versus investor) and timing (near-term versus
long-term).
The following is a brief discussion of the highest and best use of the subject property “as vacant
and “as improved”. The reader should note that a full feasibility study has not been completed
and that the following analysis is based on cursory trends and market data that were observed
in the subject’s market area.
HIGHEST AND BEST USE “AS VACANT”
Under the premise of the hypothetical condition, the subject is a 15,000 square foot corner site
zoned CCA, located within an easy walk to government buildings and the city core. The legal
use under the CCA zone is retail commercial, office and mixed use. As the property is located in
the Core Parking District, it may be possible to develop the site without on-site parking. The City
is interested in increasing downtown market rate residential. The highest and best use as
though vacant would be development to the maximum density possible when feasible while
dovetailing with the city’s vision of revitalization. The probable use would be mixed use with
residential above the ground floor.
HIGHEST AND BEST USE AS IMPROVED
As currently improved the subject could be remodeled to retail and residential, with city
approval, which is likely sometime in the future. The existing improvement and parking lot are
adequate for mixed use. As of this writing, we do not have sufficient information to determine
the cost and time for redevelopment. For this reason we concluded the current use as improved
is an interim highest and best use for, say, the next two to ten years. This would likely be some
type of administrative or office related use. Within the valuation, minimum costs necessary to
stabilize the building and make it competitive in the market were considered.

8 Source: The Dictionary of Real Estate Appraisal, 5th Edition
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MOST LIKELY BUYER
Considering the subject’s size, location and configuration, coupled with my analysis of the
market area, the subject would most likely appeal to a local investor or developer.
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The appraisal process is defined as an orderly program by which the problem is planned and
the data involved is acquired, classified, analyzed and interpreted into an estimate of value. In
this process three basic approaches to value are considered: Cost Approach, Sales
Comparison Approach, and Income Capitalization Approach. In appraisal practice, an approach
to value is included or omitted based on its applicability to the property type being valued and
the quality and quantity of information available.
The final step in the appraisal process is reconciliation -- a process by which Pacific Appraisers
analyzes alternative conclusions and selects a final value estimate from among the indications
of value. Pacific Appraisers weighs the relative significance, applicability and defensibility of
each approach as it relates to the type of property being appraised.
The Cost Approach
The Cost Approach is based upon the proposition that the informed purchaser would pay no
more for the subject than the cost to produce a substitute property with equivalent utility. This
approach is applicable when the property being appraised involves relatively new improvements
that characterize the highest and best use of the land, or when relatively unique or specialized
improvements are located on the site and for which there exist few sales or leases of
comparable properties. Furthermore, the Cost Approach is particularly relevant when the
improvements represent a small percentage of the overall value.
The first step in the Cost Approach is to estimate the land value (at its highest and best use)
applicable to the subject. This is usually done through an analysis of comparable land sales.
The second step is to estimate the cost of all improvements. Improvement costs are then
depreciated to reflect value loss from physical, functional and economic causes. Land value
and depreciated improvement costs are then added to indicate a total value. The cost approach
is considered appropriate for this type of property and is employed as one of the valuation
methodologies.
Sales Comparison Approach
The Sales Comparison Approach utilizes sales of comparable properties, adjusted for
differences, to indicate a value for the subject property. Valuation is typically accomplished
using physical units of comparison such as price per square foot, price per unit, price per floor,
etc., or economic units of comparison such as gross rent multiplier. Adjustments are applied to
the physical units of comparison derived from the comparable sale. The unit of comparison
chosen for the subject is then used to yield a total value. Economic units of comparison are not
adjusted, but rather analyzed as to relevant differences with the final estimate derived based on
the general comparisons.
The reliability of this approach is dependent upon (a) the availability of comparable sales data;
(b) the verification of the sales data; (c) the degree of comparability; (d) the absence of nontypical conditions affecting the sales price. An adequate quantity and quality of sales were found
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through which a reliable and defensible indication of value could be concluded. Therefore, this
approach has been employed for this assignment.
Income Capitalization Approach
The methodology of the Income Capitalization Approach is to determine the income-producing
capacity of the property on a stabilized basis by estimating market rent from comparable rentals,
making deductions for vacancy and collection losses and building expenses, then capitalizing
the net income at a market-derived rate to yield an indication of value. The capitalization rate
represents the relationship between net income and value.
Related to the direct capitalization method is the discounted cash flow method. In this method
of capitalizing future income to a present value, periodic cash flows (which consist of a net
income less capital costs, per period) and a reversion (if any) are estimated and discounted to a
present value. The discount rate is determined by analyzing current investor yield requirements
for similar investments.
Since investors are active in the marketplace for properties similar to the subject, the Income
Capitalization Approach is particularly applicable to the appraisal problem at hand. There is an
adequate quality and quantity of income and expense data available to render a reliable and
defensible value conclusion. Therefore, this approach has been employed for this assignment.
Reconciliation
The final step in the appraisal process is reconciliation -- a process by which Pacific Appraisers
analyzes alternative conclusions and selects a final value estimate from among the indications
of value. Pacific Appraisers weighs the relative significance, applicability and defensibility of
each approach as it relates to the type of property being appraised.
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The Sales Comparison Approach draws heavily upon the principle of substitution. In essence,
this principle states that a prudent purchaser will pay no more for any particular property than it
would cost him to acquire an equally desirable alternate property. This approach consists of the
comparison of similar property, which has recently sold or is currently being offered for sale.
This comparison process involves making adjustments between the subject property and the
comparable properties on an item-by-item basis. The factors considered in the comparison
include date of sale, conditions of the sale (including financial terms), and physical
characteristics.
The weakness of this approach includes the fact that there may be inadequate data in the
marketplace to justify its use, the fact that it is based upon historical data rather than future
expectations, and the fact that the conditions of comparability may not closely conform to the
subject property. Its strength lies in the fact that it reflects actual market behavior of typical
purchasers under current market conditions. In short, the reliability of this approach depends
upon the comparability of the comparable properties, verification of sales data, the conditions
under which the property is sold, and the date of the sale. This approach is applicable to both
vacant and improved properties.
There are various units of comparison available in the evaluation of sales data in this approach.
The sale price per square foot $/SF is the most commonly used in this approach. The effective
gross income multiplier (EGIM) is rarely used by market participants.
In order to estimate the value of the subject property as improved I utilized the Santa Cruz
County Deed Records, local multiple listing service (MLS), Costar, and Loopnet in order to
search for recent comparable sales. In addition, real estate brokers were consulted for
information on properties that would be in competition with the subject if it were offered for sale
on the open market.
Of the sales reviewed, the following comparables represent the best available from the market
to determine the subject’s market potential under this valuation approach. While some are more
ideal than others, it is believed that they represent a sufficient sample of the data reviewed to
illustrate a sound market-based conclusion for the subject.
A map and summary of the comparables is on the following page. Detailed write-ups regarding
the comparable sales used in the analysis are included thereafter.
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Map
A
B
C
D
E
F
G

No.
Sub.
1
2
3
4
5
6

Address
280 Main Street
400 Main Street
517-521 Main St. & 18 W. Lake Ave
17 E Gabilan Street
344 Main Street
7461 Monterey Street
116 Martinelli Street

Compiled by: Pacific Appraisers

City
Watsonville
Watsonville
Watsonville
Salinas
Salinas
Gilroy
Watsonville

Close
Jun-17
May-17
Apr-17
Mar-18
Dec-15
Listing

Price
$2,400,000
$1,945,000
$1,500,000
$1,300,000
$1,525,000
$1,049,000

Bldng. (SF)
11,980
29,150
25,758
10,370
11,742
9,850
5,808

$/SF Yr.
$82
$76
$145
$111
$155
$181

Built
1903
1914
1938
1897
1957
1930
1980

Lot Size (SF)
15,000
17,598
37,767
11,164
6,323
5,227
12,197

FAR
0.80
1.66
0.68
0.93
1.86
1.88
0.48
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SALES COMPARISON APPROACH
400 Main Street, Watsonville

Transaction
Status:
Sold Doc. Number:
19849
Sold Price:
$2,400,000 Price per Sq. Ft.:
$65/SF
List Price:
$3,600,000 List to Sale Price Ratio:
67.0 %
Close Date:
June 12, 2017 Data Source:
Inspection/Internal Files
Buyer:
Romo Comp ID No.:
N/A
Days on Market:
3650 days Lender:
Santa Cruz County Bank
Down Payment
$1,050,000 Percent Down:
44 %
Site & Improvements
Building Area:
36,816 SF Parcel Number(s):
017-022-27
Condition:
Average(-) Zoning:
CCA - Central Comm. Core
Quality/Build-Out:
Average Land Area (SF):
17,598 SF ($136/SF)
Age:
103 Years Land Area (AC):
0.40 Ac ($5,940,675/Ac)
Parking:
Average(-) Traffic/Exposure
Average
Construction Type:
Reinforced Concrete Floor Area Ratio (FAR):
1.66
Income Data – Actual/Reported
Estimate/Pro Forma
NOI:
$202,740 NOI:
N/A
NOI/SF/Mo.:
$0.58 NOI/SF/Mo.:
N/A
OAR:
8.45% OAR:
N/A
Comments
The property was valued by Pacific Appraisers in April of 2017. The property is commonly known as the
Lettunich Building and it has historic landmark status. Located on the northeast corner of Main Street and
Beach Street across the street from Watsonville Plaza Park, the comparable contains approximately 36,816
square feet of gross building area with approximately 7,666 square feet of common area. The ground floor is
comprised of six retail related units. The remaining three floors are configured for office/administrative uses
and are demised into small suites averaging 220 square feet. Nearly all of the second floor is leased by
Community Action Board. However, the third and fourth floor have several vacancies. In all, vacancy in the
comparable is estimated at 25%. The property was listed for sale for approximately 10 years. Reported
income above is pro forma based on stabilized occupancy. The building was 25% vacant at the time of sale
with long-term tenants and below market rents. Expense terms are full service with ownership paying all
expenses. Stabilization costs were estimated at $412,000.
Broker: Becky Campos, Coldwell Banker (831.728.4276)
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517-521 Main St. & 18 W. Lake Ave, Watsonville

Transaction
Status:
Sold Doc. Number:
16013
Sold Price:
$1,945,000 Price per Sq. Ft.:
$76/SF
List Price:
$2,350,000 List to Sale Price Ratio:
83.0 %
Close Date:
May 15, 2017 Data Source:
Internal Files/Inspection
Buyer:
Community Bridges Comp ID No.:
N/A
Days on Market:
N/A Lender:
N/A
Down Payment
N/A Percent Down:
N/A
Site & Improvements
Building Area:
25,758 SF Parcel Number(s):
018-231-47
Condition:
Average(-) Zoning:
CCA
Quality/Build-Out:
Average Land Area (SF):
37,767 SF ($52/SF)
Age:
79 Years Land Area (AC):
0.87 Ac ($2,243,339/Ac)
Parking:
Average(-) Traffic/Exposure
Average
Construction Type:
Wood frame Floor Area Ratio (FAR):
0.68
Income Data – Actual/Reported
Estimate/Pro Forma
NOI:
$182,190 NOI:
N/A
NOI/SF/Mo.:
$0.59 NOI/SF/Mo.:
N/A
OAR:
9.37 % OAR:
N/A
Comments
This comparable was appraised by our office. The comparable is comprised of three separate buildings
demised into 22 units. This includes 18 office units and 4 retail units. The site is L-shaped and includes
frontage along Main Street and West Lake Avenue. Community Bridges, the primary tenant and purchaser,
occupied 14,749 square feet (57.26%) of the property, all of which are office units. The improvements that
comprise Building 1 were completed in 1938 and 1970 are in average condition on the ground floor and fair
to poor condition on the second floor. The improvements that comprise Buildings 2 and 3 were completed in
1970 and are in average condition. Reported income is pro forma based on stabilized occupancy. At the
time of sale, approximately 57% of the property was owner (purchaser) occupied, 13% tenant occupied, and
30% vacant. Costs to renovate and stabilize the property were estimated at $545,000.
Broker: Dan Watson, Cushman & Wakefield (831.227.7098)
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3.

17 E Gabilan Street, Salinas

Transaction
Status:
Sold
Sold Price:
$1,500,000
List Price:
N/A
Close Date:
April 25, 2017
Buyer:
Taylor Fresh Foods
Days on Market:
N/A
Down Payment
$1,500,000
Site & Improvements
Building Area:
10,370 SF
Condition:
Average(+)
Quality/Build-Out:
Average
Age:
120 Years
Parking:
Average
Construction Type:
Masonry
Income Data – Actual/Reported
NOI:
N/A

Doc. Number:
Price per Sq. Ft.:
List to Sale Price Ratio:
Data Source:
Comp ID No.:
Lender:
Percent Down:

021918
$145/SF
N/A
Costar/Public Record
3890235
None
100 %

Parcel Number(s):
Zoning:
Land Area (SF):
Land Area (AC):
Traffic/Exposure
Floor Area Ratio (FAR):
Estimate/Pro Forma
NOI:

002-185-019
MX
11,164 SF ($134/SF)
0.26 Ac ($5,852,741/Ac)
Average
0.93

NOI/SF/Mo.:

N/A

NOI/SF/Mo.:

OAR:

N/A

OAR:

$82,753
$0.67

5.52%
Comments
This building has ground floor retail with second floor commercial/office space. The property was purchased
by Taylor Fresh Foods. The building was 75% vacant at the close of escrow. The buyer plans to rehab the
building and occupy it. No brokers were noted on the transaction. Sale details were confirmed in public record
with additional information coming from CoStar. The building had been seismically retrofitted and the HVAC
and roof had been replaced during the retrofit. The second floor has 12 private executive offices, 12 support
staff work stations, a conference room, and on-site parking for 11 vehicles.
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4.

344 Main Street, Salinas

Transaction
Status:
Sold
Sold Price:
$1,300,000
List Price:
$1,600,000
Close Date:
March 19, 2018
Buyer:
New Harvest Christian Fellowship
Days on Market:
60 days
Down Payment
$500,000
Site & Improvements
Building Area:
11,742 SF
Condition:
Average
Quality/Build-Out:
Average
Age:
60 Years
Parking:
Average(-)
Construction Type:
Wood frame
Income Data – Actual/Reported
NOI:
N/A

Doc. Number:
Price per Sq. Ft.:
List to Sale Price Ratio:
Data Source:
Comp ID No.:
Lender:
Percent Down:

11479
$111/SF
81.0 %
Broker/Loopnet
20328382
Bank of the West
38 %

Parcel Number(s):
Zoning:
Land Area (SF):
Land Area (AC):
Traffic/Exposure
Floor Area Ratio (FAR):
Estimate/Pro Forma
NOI:

002-341-006
MX
6,323 SF ($206/SF)
0.15 Ac ($8,955,875/Ac)
Average
1.86

NOI/SF/Mo.:

N/A

NOI/SF/Mo.:

OAR:

N/A

OAR:

$93,701
$0.67

7.21%
Comments
This two story retail building is located along Main Street in downtown Salinas. There is an elevator and
awning storefront. The space is being delivered vacant and the broker's pro forma capitalization rate is 6.00%
based on a pro forma rent of around $1.00 per square foot per month triple net. DOM is approximate. The
building has no parking however backs to a large public parking lot. Market rent for this comparable is
estimated at $1.00 per square foot, per month, with modified gross expense terms. Deducting 5.0% for
vacancy and applying an operating expense ratio of 30% yields an overall rate of 7.21%.
Broker: Rob Burgess, California Commercial Properties (925.820.6700)
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7461 Monterey St, Gilroy

Transaction
Status:
Sold Doc. Number:
23186406
Sold Price:
$1,525,000 Price per Sq. Ft.:
$155/SF
List Price:
$1,550,000 List to Sale Price Ratio:
98.0%
Close Date:
December 30, 2015 Data Source:
Costar
Buyer:
Stanley Alonso Trust Comp ID No.:
3479688
Days on Market:
65 days Lender:
Keypoint Credit Union
Down Payment
$600,000 Percent Down:
39%
Site & Improvements
Building Area:
9,850 SF Parcel Number(s):
799-07-052
Condition:
Average(+) Zoning:
C2
Quality/Build-Out:
Average Land Area (SF):
5,227 SF ($292/SF)
Age:
85 Years Land Area (AC):
0.12 Ac ($12,708,820/Ac)
Parking:
Average(-) Traffic/Exposure
Average
Construction Type:
Wood frame Floor Area Ratio (FAR):
1.88
Income Data – Actual/Reported
Estimate/Pro Forma
NOI:
$85,348 NOI:
N/A
NOI/SF/Mo.:
$0.72 NOI/SF/Mo.:
N/A
OAR:
5.60% OAR:
N/A
Comments
Retail building with offices above. The building was constructed in 1930 and renovated in 2006. There are
two retail and three office tenants. This was a sale leaseback. The NOI at the time of sale was $85,348,
indicating a cap rate of 5.60%. The property was stabilized when it sold and the income is reflective of
market rent.
Broker: Yuri Sergunin, Marcus & Millichap (650.391.1700)
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6.

Transaction
Status:
Listing Price:
List Price:
Close Date:
Buyer:
Days on Market:
Down Payment
Site & Improvements
Building Area:
Condition:
Quality/Build-Out:
Age:
Parking:
Construction Type:
Income Data – Actual/Reported
NOI:

116 Martinelli Street, Watsonville

Listing
$1,049,000
$1,049,000
TBD
TBD
254 days
TBD

Doc. Number:
Price per Sq. Ft.:
List to Sale Price Ratio:
Data Source:
Comp ID No.:
Lender:
Percent Down:

TBD
$181/SF
100.0 %
Costar
TBD
TBD
TBD

5,808 SF
Average(+)
Average
38 Years
Average(+)
Wood frame

019-092-12
NC
12,197 SF ($86/SF)
0.28 Ac ($3,746,367/Ac)
Average
0.48

N/A

Parcel Number(s):
Zoning:
Land Area (SF):
Land Area (AC):
Traffic/Exposure
Floor Area Ratio (FAR):
Estimate/Pro Forma
NOI:

NOI/SF/Mo.:

N/A

NOI/SF/Mo.:

OAR:

N/A

OAR:

$57,935
$0.83

5.52%
Comments
The comparable’s improvements are comprised of a 5,808 square foot, two-story multi-tenant office property
built in 1980. This comparable is actively listed for sale. The financing terms are to be determined.
Improvements include a two-story office building that is currently set up for 10 separate units though could be
combined for an owner/user. There are 20 on-site parking spaces and signage. The property has historically
had good occupancy. Market rent for this comparable is estimated at $1.25 per square foot, per month, with
modified gross expense terms. Deducting 5.0% for vacancy and applying an operating expense ratio of 30%
yields an overall rate of 5.52%.
Broker: Erik Barbic, Sherman & Boone Commercial (831.464.5039)
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SALES COMPARABLE ADJUSTMENT GRID

Comparable Number
Close Date
Months Elapsed
Sale Price
GBA (SF)
Land Area (SF)
Land Area (AC)
FAR
Property Rights
Financing
Conditions of Sale
Vacancy
Year Built
Price Per SF
Property Rights Conveyed
1
Financing Terms
Conditions of Sale
Market Conditions (Time)
Subtotal
Location
Size
Age/Condition
Quality/Build-Out
Traffic/Exposure
Parking/FAR
Other
Total Other Adjustments
Indicated Value Per SF

Subject
N/A
N/A
N/A
11,980
15,000
0.34
0.80
Fee Simple
N/A
N/A
100%
1903

1
Jun-17
14
$2,400,000
36,816
17,598
0.40
2.09
Leased Fee
Conventional
None Noted
25%
1914
$65
0%
0%
0%
4%
$67
0.0%
30.0%
25.0%
0.0%
0.0%
0.0%
0.0%
55.0%
$105

2
May-17
15
$1,945,000
25,758
37,767
0.87
0.68
Leased Fee
Conventional
None Noted
87%
1938
$76
0%
0%
0%
4%
$78
0.0%
20.0%
25.0%
0.0%
5.0%
0.0%
0.0%
50.0%
$118

3
Apr-17
16
$1,500,000
10,370
11,164
0.26
0.93
Fee Simple
Cash
None Noted
75%
1897
$145
0%
0%
0%
4%
$150
0.0%
0.0%
-25.0%
0.0%
0.0%
0.0%
0.0%
-25.0%
$113

4
Mar-18
5
$1,300,000
11,742
6,323
0.15
1.86
Fee Simple
Conventional
None Noted
100%
1957
$111
0%
0%
0%
0%
$111
0.0%
0.0%
0.0%
0.0%
5.0%
0.0%
0.0%
5.0%
$116

5
Dec-15
32
$1,525,000
9,850
5,227
0.12
1.88
Leased Fee
Conventional
None Noted
0%
1930
$155
0%
0%
0%
8%
$167
0.0%
0.0%
-25.0%
0.0%
5.0%
0.0%
0.0%
-20.0%
$134

6
Listing
0
$1,049,000
5,808
12,197
0.28
0.48
Fee Simple
TBD
None Noted
0%
1980
$181
0%
0%
-5%
0%
$172
0.0%
-5.0%
-25.0%
0.0%
0.0%
-10.0%
0.0%
-40.0%
$103

Compiled by: Pacific Appraisers
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ADJUSTMENT PROCESS
We have attempted to focus my search for recent sales of similar properties located in relative
close proximity to the subject property. The previously stated comparables are, in my opinion,
the most similar product available for analysis.
Adjustments are made to the comparables to compensate for differences between each sale
and the subject. It should be noted that the adjustment grid summarizes the direction and
magnitude of adjustments judged appropriate to the comparable sales. In some cases
adjustments may be derived directly from quantifiable data. However, in many instances the
adjustments involve judgment of Pacific Appraisers. A general discussion of the adjustments
considered is provided below and in the following paragraphs.
Extraction of Adjustments
Property Rights - The transaction price of a sale is always based on the real property interest
conveyed. This adjustment is to account for differences that may exist between Fee Simple and
Leased Fee interests. The adjustment is also used to account for investor properties that were
not stabilized when they sold, or involved long-terms lease agreements with below or above
market terms. In this instance, an adjustment for this attribute was not considered necessary.
Financing Terms - Prices paid in acquiring property may differ significantly due to the financing
involved, if any. Cash or cash equivalencies are the basis of value, whereas extended, above
market interest rates and/or leverage investor terms sales, generally represent the higher
portion of a sales price range. Therefore, some methods of converting these financing terms to
cash must occur so that the adjustment process may be applied to the sales. In reviewing the
comparables, an adjustment was not required for atypical financing.
Conditions of Sale - Adjustments made for conditions of sale usually reflect atypical
motivations of the buyer and seller at the time of conveyance. A sale may be transacted at a
below market price if the seller needs cash in a hurry. A bank owned (REO) or short sale
transaction may also affect the price of property. When non-market conditions of sale are
detected in a transaction, the sale must be thoroughly researched before an adjustment is
made. Within the confirmation process, detailed attention was made to ensure the conditions of
each sale. Based upon the research performed, it is believed that all of the closed comparable
sales involved regular arms-length transactions without the presence of duress or adverse
market influence. As such, no adjustments were warranted for the closed sales. Comparable 6
is an active listings and was adjusted down in order to reflect a more realistic sales price.
Market Conditions/Time - Market conditions may change between the time of sale of a
comparable property and the date of the appraisal of the subject property. Changed market
conditions often result from various causes, such as inflation, changing demand, and changing
supply. Comparables 4 is a recent sales that best capture current market conditions. The
remaining sales were adjusted upward at 3.0% per annum to account for improving market
conditions.
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Location - Location considerations include such factors as proximity to surrounding land use
plus accessibility to supporting development and transportation routes. Comparables 1, 2, and
6 are located in Watsonville and capture the subject’s immediate location. The remaining sales
are located in downtown Gilroy and Salinas, which are similar tertiary markets having
comparable demographics and appeal compared to Watsonville.
Size - The subject consists of 11,980 square feet of gross building area. Based on the
economies of scale – smaller properties will typically sell for a higher price per a unit while larger
properties will sell for a lower price per a unit. Comparables 2 and 3 are larger buildings
warranting downward adjustments of varying degree. Conversely, Comparable 6 is a smaller
building adjusted upward. When reviewing the remaining sales, it was determined that size was
comparable to the subject and therefore did not require any adjustments.
Age/Condition - The subject property was constructed in 1903 and has a physical age of 115
years. Overall, the subject property is in average condition with an estimated effective age of 30
years. Comparables 4 best captures the subject’s condition. The interior of Comparables 1 and
2 were viewed by the appraiser and both are of inferior overall condition when compared to the
subject warranting upward adjustments. Comparable 3 included newer roof and seismic
retrofitting requiring a downward adjustment. Similarly, Comparable 5 was renovated in 2006
and warranted a downward adjustment. Lastly, Comparable 6 is a newer building that was
adjusted down for its superior age.
Quality/Build-Out – The subject property is considered to be a Class C building with average
quality of construction. The sales were all comparable in class and quality and therefore an
adjustment was not deemed necessary.
Traffic/Exposure –Properties with good traffic counts and exposure generally bring a premium
in the marketplace due to increased visibility and ease of access. The subject features a corner
location along Main Street and Maple Avenue in downtown Watsonville. Comparables 1, 3, and
6 have similar corner locations. The remaining comparables were adjusted upward for their
mid-block locations with inferior exposure.
Parking/FAR – The floor area ratio (FAR) represents the relationship between the aboveground floor area of a building, and the area of which it stands. Properties with a low FAR will
sell for a higher price per a square foot basis than a near identical property with a high FAR.
This is due to the additional parking and value of the surrounding land being consolidated into
the improvements. Comparables 1 through 5 are all located in downtown cores with limited to
no off-street parking. Comparable 6 was adjusted down for its superior FAR and parking
amenity.
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Sales Comparison Approach Conclusion
Please direct your attention to the following table, which summarizes the minimum, maximum
and average price per square foot of the comparable sales used in my analysis.
SALES COMPARISON APPROACH SUMMARY
Comp No.
Comp 1
Comp 2
Comp 3
Comp 4
Comp 5
Comp 6

Price/SF
Adjustment
$65
$39
$76
$42
$145
-$32
$111
$6
$155
-$21
$181
-$78
Statistical Analysis
Minimum
$103
Average
$115
Maximum
$134

Adj. Sale Price
$105
$118
$113
$116
$134
$103

Compiled by: Pacific Appraisers

After adjustments, the comparables range from $101 to $134 per square foot and average $115
per square foot. The subject benefits from its corner location in downtown Watsonville along
with its close proximity to the Watsonville Civic Plaza. In the end, no one comparable was
considered a better indicator of value. Comparables 1 and 2 help capture the immediate
downtown Watsonville location, but are much larger properties that were in overall inferior
condition when compared to the subject. Comparables 3, 4, and 5 help capture the subject
size, but are located in relatively similar yet distant markets of Gilroy and Salinas. Comparable
6 is two-story office building in Watsonville with superior parking, but is an active listing yet to
close. Lastly, Comparables 2, 3, and 4 capture the subject’s high vacancy.
Ultimately, equal weight is given to each sale and a conclusion near the central tendency of the
adjusted range is considered appropriate. It is the appraiser’s opinion after reviewing these
sales and consideration of current market conditions; the subject property has a value of
approximately $115 per square foot of gross building area. Using this figure, the subject’s value
can be calculated as:
SALES COMPARISON APPROACH CONCLUSION
Gross Building Area
11,980 Sq. Ft.
Reconciled Value (Rounded)

Price per Sq. Ft.
$115/SF

Value
$1,377,700
$1,380,000

Compiled by: Pacific Appraisers

Based on the foregoing analysis, the concluded opinion of the ”As Is”, Fee Simple current
market value for the subject property, via the Sales Comparison Approach, as of August 14,
2018, is $1,380,000.
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INCOME CAPITALIZATION APPROACH
The Income Capitalization Approach reflects the subject’s income-producing capabilities. This
approach is based on the assumption that value is created by the expectation of benefits to be
derived in the future. Specifically estimated is the amount an investor would be willing to pay to
receive an income stream plus reversion value from a property over period of time. The two
common valuation techniques associated with the Income Capitalization Approach are direct
capitalization and the discounted cash flow (DCF) analysis. My analysis will rely on the direct
capitalization technique.
DIRECT CAPITALIZATION
Direct capitalization is the method used to convert a single year’s estimate of income into a
value indication. In direct capitalization, a precise allocation between return on and return of
capital is not made because investor assumptions or forecasts concerning the holding period,
pattern of income, or changes in value of the original investment are not simulated in the
method. Direct capitalization is most appropriate when analyzing a stable income stream and in
estimating the reversion at the end of a holding period. Using this method, the following sets
forth the process:
1. Estimate the Potential Gross Income (PGI) from all sources that a competent owner
should be able to generate from a property based on existing and/or market rents.
2. Deduct an estimate of Vacancy and Collection Loss (VCL) to arrive at an Effective
Gross Income (EGI) estimate.
3. Deduct operating expenses from the estimate of EGI. The result is an estimate of
the stabilized Net Operating Income (NOI).
4. Estimate an Overall capitalization rate (Ro, or OAR).
5. Divide the NOI by Ro, resulting in a value estimate at stabilized occupancy.
6. Adjust the stabilized value to account for “as is” condition, if applicable.
CONTRACT RENT
Contract rent is the actual rent income specified in a lease. This may or may not be equal to the
market rent for the subject property. The subject was last occupied by a single tenant, but is
now vacant with no contract rent to be considered. Considering the characteristics of the
subject and its configuration, the analysis is based on the premise the subject would be initially
leased again to a single tenant who may sublease some of the smaller suites.
DETERMINATION OF MARKET RENT
To establish the market lease rate for the subject property, I have researched the surrounding
area for recently-signed leases as well as active listings of comparable properties. Listed in the
following table are the comparable rentals used in determining an appropriate market rent for
the subject property. The comparables are considered to form a reliable sample from which the
subject's market rent may be estimated.
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Map
A
B
C
D
E
F
G

No.
Sub.
1
2
3
4
5
6

Address
280 Main Street
424-434 Main Street
347-351 Main Street
217 E. Lake Avenue
563 Auto Center Dr
349 Main Street
10 Alexander Street

Compiled by: Pacific Appraisers

City
Watsonville
Watsonville
Watsonville
Watsonville
Watsonville
Watsonville
Watsonville

Year Built
1903
1915
1993
1907
1987
1993
1920

Area (SF)
11,980
1,982
1,700
1,525
1,146
6,121
3,500

$/SF/Mo.
$0.85
$0.85
$1.00
$1.07
$0.98
$1.25

Exp. Terms
Mod. Gross
Mod. Gross
Mod. Gross
Mod. Gross
Mod. Gross
Mod. Gross

Start
Aug-17
Jul-16
Feb-16
Mar-15
Listing
Listing
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Rent Comparable
1.
424-434 Main Street, Watsonville
Property Type:
Commercial
Status:
Signed Lease
Lease Start Date:
8/1/2017
Tenant:
Community Life Services
Rentable Area:
1,982 SF
Rent/SF/Month:
$0.85/SF/Mo.
Rent Type:
Mod. Gross
TI’s/Free Rent:
Not disclosed
Escalations:
Not disclosed
Length of Lease:
5 Years
Comments
This comparable is located at 424-434 Main Street in Watsonville and consists of a total rentable area of 1,982
square feet. The rent comparable is located in a multi-tenant building built in 1915. The monthly rental rate was
reported at $0.85 per a square foot on a Mod. Gross basis.
Broker: Carol Lezin, JR Parrish (831.476.2222)

Rent Comparable
2.
347-351 Main Street, Watsonville
Property Type:
Office
Status:
Signed Lease
Lease Start Date:
7/1/2016
Tenant:
N/A
Rentable Area:
1,700 SF
Rent/SF/Month:
$0.85/SF/Mo.
Rent Type:
Mod. Gross
TI’s/Free Rent:
N/A
Escalations:
N/A
Length of Lease:
N/A
Comments
This comparable is located at 347-351 Main Street in Watsonville and consists of a total rentable area of 1,700
square feet. The rent comparable is located in a multi-tenant building built in 1993. The monthly rental rate was
reported at $0.85 per a square foot on a modified gross basis.
Broker: Steve Allen of Allen Property Group (831.688.5100)
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Rent Comparable
Property Type:
Status:
Lease Start Date:
Tenant:
Rentable Area:
Rent/SF/Month:
Rent Type:
TI’s/Free Rent:
Escalations:

INCOME CAPITALIZATION APPROACH

3.

217 E. Lake Avenue, Watsonville
Office
Signed Lease
2/1/2016
N/A
1,525 SF
$1.00/SF/Mo.
Mod. Gross
N/A
N/A

Length of Lease:

N/A

Comments
This is upstairs office space in a historic building. There is an office space downstairs as well. This comparable is
located at 217 E. Lake Avenue in Watsonville and consists of a total rentable area of 1,525 square feet. The rent
comparable is located in a multi-tenant building built in 1907. The monthly rental rate was reported at $1.00 per a
square foot on a Mod. Gross basis.
Broker: Chuck Allen of KW Commercial (831.818.1069)

Rent Comparable
4.
563 Auto Center Dr, Watsonville
Property Type:
Office
Status:
Signed Lease
Lease Start Date:
3/1/2015
Tenant:
N/A
Rentable Area:
1,146 SF
Rent/SF/Month:
$1.07/SF/Mo.
Rent Type:
Mod. Gross
TI’s/Free Rent:
N/A
Escalations:
N/A
Length of Lease:
N/A
Comments
This comparable is located at 563 Auto Center Dr in Watsonville and consists of a total rentable area of 1,146
square feet. The rent comparable is located in a multi-tenant building built in 1987. The monthly rental rate was
reported at $1.07 per a square foot on a Mod. Gross basis.
Broker: Steve Allen (Allen Property Group, Inc. / (831) 688-5100)
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Rent Comparable
5.
349 Main Street, Watsonville
Property Type:
Office
Status:
Active Listing
Lease Start Date:
TBD
Tenant:
TBD
Rentable Area:
6,121 SF
Rent/SF/Month:
$0.98/SF/Mo.
Rent Type:
Mod. Gross
TI’s/Free Rent:
TBD
Escalations:
TBD
Length of Lease:
TBD
Comments
Second floor office space located in downtown Watsonville. This comparable is located at 349 Main Street in
Watsonville and consists of a total rentable area of 6,121 square feet. The rent comparable is located in a multitenant building built in 1993. The monthly rental rate was reported at $0.98 per a square foot on a Mod. Gross
basis.
Broker: Steve Allen, Allen Property Group (831-688-5100)

Rent Comparable
6.
10 Alexander Street, Watsonville
Property Type:
Office
Status:
Active Listing
Lease Start Date:
TBD
Tenant:
TBD
Rentable Area:
3,500 SF
Rent/SF/Month:
$1.25/SF/Mo.
Rent Type:
Mod. Gross
TI’s/Free Rent:
TBD
Escalations:
TBD
Length of Lease:
TBD
Comments
This comparable is located at 10 Alexander Street in Watsonville and consists of a total rentable area of 3,500
square feet. The rent comparable is located in a multi-tenant building built in 1920. The monthly rental rate was
reported at $1.25 per a square foot on a Mod. Gross basis.
Broker: Fred Antaki (831-295-8850)
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Comparable Analysis
It will be necessary to address any differences between the subject and the comparable
properties. When a comparable is considered superior to the subject, a lower rent is indicated,
and when inferior, a higher rent is suggested. Based on the preceding, I have prepared the
following adjustment grid which summarizes each of the required adjustments to the
comparables.
RENTAL COMPARABLE ADJUSTMENT GRID
Comparable Number
Leasable Area
Year Built
Type of Lease
Start Date
Months Elapsed
Rent/SF/Mo.
Status
Expense Structure
Concessions
Market Conditions (Time)
Subtotal
Location
Size
Traffic/Exposure
Age/Condition
Quality/Appeal
Other
Total Other Adjustments
Indicated Rent/SF/Mo.

1

2

3

4

5

6

1,982
1915
Mod. Gross
Aug-17
12
$0.85
0%
0%
0%
3%
$0.88
0.0%
-5.0%
0.0%
10.0%
0.0%
0.0%
5.0%

1,700
1993
Mod. Gross
Jul-16
25
$0.85
0%
0%
0%
6%
$0.90
0.0%
-5.0%
0.0%
0.0%
0.0%
0.0%
-5.0%

1,525
1907
Mod. Gross
Feb-16
30
$1.00
0%
0%
0%
8%
$1.08
0.0%
-5.0%
0.0%
0.0%
0.0%
0.0%
-5.0%

1,146
1987
Mod. Gross
Mar-15
41
$1.07
0%
0%
0%
10%
$1.18
0.0%
-5.0%
5.0%
-10.0%
0.0%
0.0%
-10.0%

6,121
1993
Mod. Gross
Listing
$0.98
-5%
0%
0%
0%
$0.93
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

3,500
1920
Mod. Gross
Listing
$1.25
-5%
0%
0%
0%
$1.19
0.0%
0.0%
0.0%
-10.0%
0.0%
0.0%
-10.0%

$0.92

$0.86

$1.02

$1.06

$0.93

$1.07

Compiled by: Pacific Appraisers

Adjustment Process
I have attempted to focus my search for recent rentals of similar properties located within the
subject’s market area. The preceding comparables are, in my opinion, the most similar product
available for analysis.
Adjustments are made to the rental rates of the comparables to compensate for differences
between each site and the subject. A general discussion of the adjustments considered is
provided below and in the following paragraphs.
Status - Comparables 5 and 6 are active listings and were adjusted down in order to reflect a
more realistic negotiated rent.
Concessions – None of the comparables are believed to have received concessions above
current market norms; thus, an adjustment was not warranted in this instance.
Expense Structure – The subject will be analyzed on a modified gross expense structure. All
comparables reported rents on an equivalent modified gross expense basis. Therefore, an
adjustment was not considered necessary.

61

280 MAIN STREET

INCOME APPROACH

Market Conditions/Time - The rental market has been fairly stable over the period in which the
leases/survey took place. Comparables 5 and 6 are active listings that capture current market
conditions. The remaining rentals were adjusted upward at 3.0% per annum.
Location - Location considerations include such factors as proximity to surrounding land use
plus accessibility to supporting development and transportation routes. When reviewing the rent
comparables, it was determined that location was comparable to the subject and therefore did
not require any adjustments.
Size - Based on the economies of scale – smaller properties will typically rent for a higher price
per a unit while larger properties will rent for a lower price per a unit. Comparables 1 through 4
warranted downward adjustments for their smaller unit size. When reviewing the remaining
comparables, it was determined that the size of each property comparable to the subject and
therefore did not require any adjustments.
Traffic/Exposure – Properties with good traffic counts and exposure generally bring a premium
in the marketplace due to increased visibility and ease of access. Comparable 4 was adjusted
upward for inferior traffic and exposure. The remaining comparable rentals were considered to
have similar traffic and exposure when compared to the subject.
Physical - Physical characteristics typically used in comparison are age, condition, quality/buildout, and parking. Comparable 1 was adjusted upward for inferior condition while Comparables
4 and 6 were of superior condition requiring downward adjustments. The remaining comparable
rentals analyzed herein were considered comparable to the subject property therefore no
adjustments were deemed necessary.
Market Rent Conclusion
Please direct your attention to the following table, which summarizes the minimum, maximum
and average rent per square foot of the comparables used in my analysis.
MARKET RENT SUMMARY
Comp No.
Comp 1
Comp 2
Comp 3
Comp 4
Comp 5
Comp 6

Rent/SF/Mo.
Adjustment
$0.85
$0.07
$0.85
$0.01
$1.00
$0.02
$1.07
-$0.01
$0.98
-$0.05
$1.25
-$0.18
Statistical Analysis
Minimum
$0.86
Average
$0.98
Maximum
$1.07

Adj. Rent/SF
$0.92
$0.86
$1.02
$1.06
$0.93
$1.07

Compiled by: Pacific Appraisers
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After adjustments, the comparables range $0.86 to $1.07 per square foot and average $0.98
per square foot. Expense terms are modified gross. In this case, no one comparable was
considered a better indicator. Ultimately, it’s concluded that most market participants would
probably consider all of this data and would reconcile the market rent rate for the subject as
something near the mean indications as the best indicator. They would probably look to both the
unadjusted and adjusted indicators equally. Additionally, it’s believed that the subject would be
leased by a single tenant that may sublease smaller suites on a full service expense basis.
Based on the foregoing, it is the appraiser’s opinion after reviewing these comparable rents and
consideration of current market conditions; the subject property has a market rental rate of
$1.00 per a square foot, per month, on a modified gross basis.
PROJECTED GROSS INCOME (PGI)
The subject property does not have any long-term lease encumbrances. Therefore, market rent
will be used in the pro forma analysis. Using market rent, the subject’s annual projected gross
rent is concluded at $143,760, and is calculated as:
11,980 Sq. Ft. x $1.00/SF/Month x 12 Months = $143,760
DIRECT CAPITALIZATION TECHNIQUE
Direct capitalization is a method used to convert an estimate of a single year's net income
expectancy, into an indication of value in one step. Typically, the value indication is derived by
dividing the income estimate by an appropriate rate. This capitalization rate is also known as an
overall rate.
Vacancy and Collection Loss Analysis
Buyers are primarily interested in the revenues that an income producing property is likely to
produce on an average annualized basis, rather than what it could produce if it were always fully
occupied, with all tenants paying rent in full and on time. It is normally prudent practice to
expect some income loss, either in the form of actual vacancy or in the form of turnover, nonpayment or slow payment by tenants. In my analysis, I have utilized a vacancy and collection
loss factor to account for this income loss.
Actual vacancy rates in the subject’s Watsonville market area were discussed in the Market
Analysis section of this report. However, it is important to note that the allowance for vacancy is
not intended to mirror the current vacancy rate for the given submarket, but is rather an
allowance or hedge for future rollover of leases. My research indicates buyers will typically use
a vacancy and collection loss factor of 5.00 % when analyzing properties similar to the subject.
Higher rates are sometimes reported for properties that are located in an over-built market
and/or for properties with some competitive weakness that has resulted in a lingering vacancy
problem. The subject’s Effective Gross Income (EGI) can be calculated by deducing the
vacancy factor from the subject’s PGI.

63

280 MAIN STREET

INCOME APPROACH

HISTORICAL INCOME AND EXPENSE DATA
No historical income or expense information was available for review as part of this assignment.
Therefore, in forecasting the subject's expenses, we have considered typical industry guidelines
coupled with a review of our own work files for expense levels of similar type and size
properties.
EXPENSE ANALYSIS
In order to estimate the value of the property by the income capitalization approach, expenses
must be deducted from EGI to arrive at Net Operating Income (NOI). The appraiser's analysis
indicated that, within the subject's market area, properties similar to the subject are typically
rented out on a modified gross basis. Expense structures on a modified gross basis can vary
widely. Typically, the owner is responsible for paying for all fixed expenses, management, and
reserves. The tenant is responsible for paying for all variable operating expenses such as
utilities and janitorial. The appraiser's income analysis has considered the subject's historical
expenses if available. Otherwise, these expenses have been estimated based off of interviews
with local property managers and our experience with other similar property types within the
subject's market area.
A projected 12-month operating statement is included as part of the Direct Capitalization
Summary presented at the end of the Income Approach section of this report. The various
expense categories are listed below along with their method of calculation; i.e. as a percentage
of EGI, on a per-square foot basis, etc.
Real Estate Taxes: The tax expense is based on the assumption that the ownership of the
subject property transfers, as of the valuation date, at which time, the subject will be
reassessed, with the transfer value used for real estate tax purposes. As previously noted, the
subject is owned by the City of Watsonville with no property tax expense. Based on tax rates
for surrounding properties, the real property tax rate for the subject property is estimated at
1.1634% times the concluded market value estimate.
Insurance: This expense category basically covers common property (fire, theft, wind damage,
etc.) and liability coverage. Industry guidelines indicate a range of $0.30 to $0.55 per square
foot of gross building area with an average of $0.45 per square foot. That said, the subject is
located in a flood zone and is expected to pay higher monthly premiums. Based on a review of
similar properties located in a flood zone we have appraised, the subject’s insurance expense is
concluded at $14,975, or $1.25 per square foot.
Property Management: This expense category relates to the fee for overall property
management (rent collection, orchestration of repairs/maintenance, tenant/customer service,
etc.). Typical expenses for this category were generally in the range of 3% to 8% of effective
gross income and will generally vary based on a buildings size, condition, and number of
tenants. Even if a property is under self-management, time is being expended by the owner in
lieu of management fees, and it is considered prudent to include a line item management
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expense. Based on the subject’s size, condition, and configuration – a management expense
equal to 3.0 % of the effective gross income is considered reasonable.
Reserves: The third expense category is reserves for replacement. It is a fact that short-lived
building components will require periodic replacement over the economic life of the subject
property. The prudent investor would set aside a portion of the project income each year so that
adequate funds are available for such capital replacement. The required reserves for
replacement should be typical of similar properties for the remainder of the economic life of the
improvements.
The subject is a commercial building of masonry frame construction built in 1903. Reserves for
replacements are usually limited to the HVAC, and roof. The subject’s reserves have been
estimated at $1,366 per year. This calculates to $0.11 per square foot, or 1.0% of EGI.
Total Concluded Expenses
Based on my analysis the concluded stabilized operating expenses for the subject total an
estimated $35,795 per year, or 26.21 % of the effective gross income. This is in line with similar
properties rented out on a triple net basis in the subject’s market area.
NET OPERATING INCOME
Annual net operating income is calculated by subtracting the expenses from the effective gross
income. In the case of the subject the estimated NOI is equal to: $100,777.
STABILIZATION COSTS
As previously noted, the subject is 100% vacant and is not operating at stabilized occupancy. In
order to achieve NOI as noted above, it is necessary to consider costs necessary to stabilize the
building. The following is a discussion of stabilization costs that are considered in the analysis.
Absorption Time
In talking with active leasing brokers, it is felt that a typical exposure time for a properly
marketed space can range from six to eighteen months. Taking into account the size, condition,
and locational attributes of the project, I have estimated the absorption time at twelve months.
This appears supported based upon discussions with local area real estate professionals.
Downtime Rent Loss
Considering the characteristics of the subject and its configuration, the analysis is based on the
premise the subject would be initially leased again to a single tenant who may sublease some of
the smaller suites. Rent loss for the vacant space was calculated using a market rent estimate
of $1.00 per square foot, per month. Based on the aforementioned assumptions, the total rent
loss associated with the subject’s downtime is calculated to be $143,760.
11,980 Sq. Ft. x $1.00/SF/Month x 12 months = $143,760
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Leasing Commissions
In our analysis of the subject, we have applied a 5.0 % leasing commission assuming 5-year
lease periods. Based on a 5.0 % commission we have concluded a cost of $35,940 to be
allocated towards leasing commission costs.
11,980 sq. ft. x $1.00/SF/Month x 60 Months x 5.0 % = $35,940
Tenant Improvements
Concessions for second generation space can range from nothing up to $25 per square foot.
Taking into account the subject’s condition, coupled with current market conditions, it was felt
that a tenant improvement allowance of $10 per square foot would be required in order to make
the space competitive in the market area.
Tenant Improvements = 11,980 sq. ft. x $10 per sq. ft. = $119,800
Profit Element
This is considered to reflect the return to the investor based upon his/her entrepreneurial skills
and abilities. An investor in real property gives up a certain amount of liquidity during the leaseup process. Risk for the developer is based upon his/her past experience, forecasting ability,
expertise in management and timing related to the real estate business cycle. All of these items
are considered to be speculative and tend to demand a fairly wide profit range depending upon
the degree and combination of the proceeding items. The estimate of profit tends to be a more
subjective figure, relating generally to the prominence and activity of the investor, as well as the
nature and size of the project. Implied profit for properties, considered similar to the subject in
size and construction materials range from 10% to 25% of the projected lease-up costs,
depending on the particular characteristics of the property. Given these factors, and taking into
account the current economic climate, a deduction for profit based on 20.0 % of the above
lease-up cost is considered reasonable.
Conclusion – Stabilization Costs
The following is a summary of the costs necessary to stabilize the subject building.
STABILIZATION COSTS
Component
Downtime Rent Loss
Leasing Commissions
Tenant Improvements
Subtotal of Costs
Plus: Profit Element @ 20%
Total Cost to Stabilize

Cost
$143,760
$35,940
$119,800
$299,500
$59,900
$359,400

Compiled by: Pacific Appraisers
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CAPITALIZATION RATE SELECTION
In order to derive a value indication for the subject, the Net Operating Income must be
converted through the process of direct capitalization. There are several methods for deriving
an overall capitalization rate for this process. Each of these are summarized in the following
paragraphs.
Band of Investment
The Band of Investment is a technique in which the capitalization rates attributable to
components of a capital investment are weighted and combined to derive a weighted-average
rate attributable to the total investment. This method takes into consideration the financial
components of debt and equity capital required to support an investment. The following table
summarizes my Band of Investment analysis.
BAND OF INVESTMENT ANALYSIS
Mortgage Interest Rate
Mortgage Term (Amortization Period)
Mortgage Ratio (Loan-to-Value)
Mortgage Constant
Equity Dividend Rate (EDR)
Mortgage Requirement
Equity Requirement

4.75%
25 Years
70%
0.06841
5.75% to

7.75%

70% x
30% x
100%

0.06841 =
0.05750 =

0.04789
0.01725
0.06514
6.50%

70% x
30% x
100%

0.06841 =
0.07750 =

0.04789
0.02325
0.07114
7.10%

Minimum Indicated OAR:
Mortgage Requirement
Equity Requirement
Maximum Indicated OAR:
Compiled by: Pacific Appraisers

Derivation from Comparable Sales
This is the preferred method when sufficient data exists. Data on each property’s sale price,
income, expenses, financing terms, and market conditions at the time of sale is needed. My
analysis has included actual reported income and expenses when available. An estimated
overall capitalization rate has been included for those sales that did not report actual income
figures or that were not stabilized at the time they sold. Details on the calculation of the
estimated rates are included in description of each comparable sale. The following table is a
summary of the comparable sales utilized in my analysis along with the reported and estimated
Ro values.

67

280 MAIN STREET

INCOME APPROACH

INDICATED CAPITALIZATION RATES FROM COMPARABLE SALES
Comp. No.
Comp 1
Comp 2
Comp 3
Comp 4
Comp 5
Comp 6
Averages

Sale Price
$2,400,000
$1,945,000
$1,500,000
$1,300,000
$1,525,000
$1,049,000

Close Date
Jun-17
May-17
Apr-17
Mar-18
Dec-15
Listing

Price/SF
$82
$76
$145
$111
$155
$181

Cap Rate
8.45%
9.37%
5.52%
7.21%
5.60%
5.52%
6.95%

Compiled by: Pacific Appraisers

Overall rates for the comparables range 5.52% to 9.37% and average 6.97%. Comparables 1,
2, and 5 reported income and expense data at the time of sale. Capitalization rates for the
remaining sales are estimates. The high-end of the range is captured by Comparable 1 (8.45%)
and Comparable 2 (9.37%). Both are larger buildings of inferior condition and high vacancy
whereby the rates reflect the long-term upside. Excluding these two sales from the analysis
tightens the range and reduces the central tendency to 5.96%.
Derivation from Supplemental Sales
There was a limited amount of income and expense information available for the comparable
sales used in the analysis, and most of the overall rates are estimates. In light of the lack of
data, I have included supplemental sales for additional support. The supplemental sales are
summarized in the following table.
INDICATED CAPITALIZATION RATES FROM SUPPLEMENTAL SALES
Address
665 Munras Ave
2215 Soquel Dr
503-507 Lighthouse Ave
559 E Alisal St
380-398 Foam St
400-406 Main St
915 Hilby Ave
2 Salinas St

City
Monterey
Santa Cruz
Pacific Grove
Salinas
Monterey
Watsonville
Seaside
Salinas

Average

Close Date
Aug-18
Jun-18
Jun-18
May-18
Dec-17
Jun-17
Jun-17
May-17

Year Built
1981
1930
1930
1991
1990
1915
2002
1937

Sale Price
$6,687,900
$1,695,000
$1,211,450
$4,725,000
$3,850,000
$2,400,000
$1,305,000
$1,450,000

Size (SF)
21,174
5,011
5,345
27,149
13,495
36,000
13,886
10,788

$/SF
$316
$338
$227
$174
$285
$67
$94
$134

Cap
7.08
5.00
5.59
6.04
4.95
6.00
7.15
6.25
6.01

Compiled by: Pacific Appraisers

The reported capitalization rates for the supplemental sales range from 4.95% to 7.15% and
average 6.01%. Each supplemental sale represents a transfer a of Leased Fee interests in the
subject’s market area and captures investor expectations.
Income Approach Conclusion
Consideration has been given to the relative risk that the subject property represents to a
potential investor, and a final capitalization rate of 6.00 % is selected as most appropriate,
considering all relevant aspects of the subject's economic environment and the relative age of
the subject. The 6.00 % rate is well supported by all techniques utilized in its determination, and
will accordingly be applied within the analysis which follows.
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DIRECT CAPITALIZATION SUMMARY
Category
Income
Potential Gross Income (PGI)
Less: Vacancy and Collection Loss (5.00 %)
Effective Gross Income (EGI)
Expenses
Real Estate Taxes @ 1.1634%
Insurance
Property Management @ 3.0 % of EGI
Reserves
Total Expenses
OER
Net Operating Income (NOI)
Capitalization of NOI:
@ 6.00 %
Less: PV of Rent Loss
Indicated Value
Reconciled Value

Total

P.S.F.

$143,760
($7,188)
$136,572

$12.00
($0.60)
$11.40

$15,357
$14,975
$4,097
$1,366
($35,795)
26.21 % of EGI

$1.28
$1.25
$0.34
$0.11
($2.99)

$100,777

$8.41

$1,679,614
($359,400)
$1,320,214

$140.20

$1,320,000

$110.18

$110.20

Compiled by: Pacific Appraisers

I have valued the subject property based on a static pro forma. My concluded opinion of the ”As
Is”, Fee Simple current market value for the subject property, via the Income Approach, as of
August 14, 2018, is $1,320,000.
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RECONCILIATION
Reconciliation is the final step in the appraisal process and involves the weighing of the
individual valuation techniques in relationship to their substantiation by market data, and the
reliability and applicability of each valuation technique to the subject property.
Sales Comparison Approach
The Sales Comparison Approach is based on comparison between the subject property and
similar properties which sold within a reasonable period prior to the date of appraisal, and which
are capable of providing insight into the valuation of the subject property. Critical in this
valuation methodology, is the availability of sufficient market comparables with which to make
valid comparisons. After making the appropriate adjustment for differences such as location
and physical characteristics, the subject’s market value was estimated at $115 per square foot,
or $1,380,000.
Income Capitalization Approach
The Income Approach measures value by capitalization of the net income from the real estate.
The potential gross income is first estimated based on data derived directly from the market and
the subject property. Deductions were then made for vacancy and collection loss, and normal
operating expenses. The resulting net income figure of $100,777 was capitalized at 6.00 %,
yielding a value estimate of $1,320,000.
Conclusion
Properties similar to the subject appeal to local investors rather than institutional or high net
worth investors. The approaches to valuation must closely parallel the anticipated analysis that
would be employed by the most typical purchaser. For this reason, equal weight has been
given in reconciliation to both the Income Approach and the Sales Comparison Approach. The
Cost Approach was considered, but it is not necessary for credible assignment results in the
context of the intended use of this report. Based on the foregoing analysis and considering all
factors relevant to the valuation of the subject property, the concluded opinion of value is:
SUMMARY OF VALUE CONCLUSIONS
Cost Approach
Sales Comparison Approach
Income Capitalization Approach
Appraisal Premise
As Is

Interest Appraised
Fee Simple

Date of Value
August 14, 2018

N/A
$1,380,000
$1,320,000
Value Conclusion
$1,350,000

Compiled by: Pacific Appraisers
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CERTIFICATION OF THE APPRAISER
The appraiser(s) certify and agree that:
1.

The appraiser(s) have no present or contemplated interest in the property appraised and that neither the
employment to make this appraisal nor the compensation for it is contingent upon the appraised value of the
property.

2.

The appraiser(s) have no present or prospective interest in the property that is the subject of this report, and no
personal interest with respect to the parties involved.

3.

Ryan J. Whitelaw, MAI has personally inspected the subject property.

4.

According to the best of my knowledge and belief, all statements and information in this report are true and correct;
and the appraiser(s) have not knowingly withheld any information.

5.

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

6.

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

7.

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

8.

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

9.

No one provided significant professional assistance to the person(s) signing this report.

10. My compensation for completing this assignment was not contingent upon the development of reporting of a
predetermined value or direction of value that favors the cause of the client, the amount of the value opinion, the
attainment of a stipulated result, or occurrence of a subsequent event directly related to the intended use of this
appraisal.
11. Our engagement in this assignment was not contingent upon developing or reporting predetermined results.
12. Based on my experience, it is my opinion that I meet the qualifications to provide the following estimation of the
subject properties value.
13. I have no bias with respect to the property that is the subject of this report or to the parties involved with this
assignment.
14. I have not performed other services, as an appraiser or in any other capacity, regarding the property that is the
subject of the work under review within the three-year period immediately preceding the acceptance of this
assignment.
15. As of the date of this report, Ryan J. Whitelaw, MAI has completed the continuing education program for
Designated members of the Appraisal Institute.

Ryan J. Whitelaw, MAI
Pacific Appraisers
CA Certification Number: AG028668
Expires: 1/31/2020
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CONTINGENT AND LIMITING CONDITIONS
The certification of the appraisers appearing in this appraisal report is subject to the following
conditions and to such other specific conditions as are set forth by the appraisers in the report.

1.

Unless otherwise specifically noted in the body of the report, it is assumed that title to the property or
properties appraised is clear and marketable and that there are no recorded or unrecorded matters or
exceptions to total that would adversely affect marketability or value. Pacific Appraisers is not aware of any
title defects nor has it been advised of any unless such is specifically noted in the report. Documents
dealing with liens, encumbrances, easements, deed restrictions, clouds and other conditions that may affect
the quality of title have not been reviewed. Insurance against financial loss resulting in claims that may arise
out of defects in the subject property’s title should be sought from a qualified title company that issues or
insures title to real property.

2.

It is assumed that improvements have been constructed or will be constructed according to approved
architectural plans and specifications and in conformance with recommendations contained in or based
upon any soils report(s).

3.

Unless otherwise specifically noted in the body of this report, it is assumed: that any existing improvements
on the property or properties being appraised are structurally sound, seismically safe and code conforming;
that all building systems (mechanical/electrical, HVAC, elevator, plumbing, etc.) are, or will be upon
completion, in good working order with no major deferred maintenance or repair required; that the roof and
exterior are in good condition and free from intrusion by the elements; that the property or properties have
been engineered in such a manner that it or they will withstand any known elements such as windstorm,
hurricane, tornado, flooding, earthquake, or similar natural occurrences; and, that the improvements, as
currently constituted, conform to all applicable local, state, and federal building codes and ordinances.
Pacific Appraisers are not engineers and are not competent to judge matters of an engineering nature.
Pacific Appraisers has not retained independent structural, mechanical, electrical, or civil engineers in
connection with this appraisal and, therefore, makes no representations relative to the condition of
improvements. Unless otherwise specifically noted in the body of the report: no problems were brought to
the attention of Pacific Appraisers by ownership or management; Pacific Appraisers inspected less than
100% of the entire interior and exterior portions of the improvements; and Pacific Appraisers was not
furnished any engineering studies by the owners or by the party requesting this appraisal. If questions in
these areas are critical to the decision process of the reader, the advice of competent engineering
consultants should be obtained and relied upon. It is specifically assumed that any knowledgeable and
prudent purchaser would, as a precondition to closing a sale, obtain a satisfactory engineering report relative
to the structural integrity of the property and the integrity of building systems. Structural problems and/or
building system problems may not be visually detectable. If engineering consultants retained should report
negative factors of a material nature, or if such are later discovered, relative to the condition of
improvements, such information could have a substantial negative impact on the conclusions reported in this
appraisal.

4.

Unless otherwise stated in this report, the existence of hazardous material, which may or may not be
present on the property was not observed by the appraisers. Pacific Appraisers has no knowledge of the
existence of such materials on or in the property. Pacific Appraisers, however, is not qualified to detect such
substances. The presence of substances such as asbestos, urea formaldehyde foam insulation,
contaminated groundwater or other potentially hazardous materials may affect the value of the property.
The value estimate is predicated on the assumption that there is no such material on or in the property that
would cause a loss in value. No responsibility is assumed for any such conditions, or for any expertise or
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engineering knowledge required to discover them. The client is urged to retain an expert in this field, if
desired.
5.

We have inspected, as thoroughly as possible by observation, the land; however, it was impossible to
personally inspect conditions beneath the soil. Therefore, no representation is made as to these matters
unless specifically considered in the appraisal.

6.

All furnishings, equipment and business operations, except as specifically stated and typically considered as
part of real property, have been disregarded with only real property being considered in the report unless
otherwise stated. Any existing or proposed improvements, on or off-site, as well as any alterations or
repairs considered, are assumed to be completed in a workmanlike manner according to standard practices
based upon the information submitted to Pacific Appraisers. This report may be subject to amendment upon
re-inspection of the subject property subsequent to repairs, modifications, alterations and completed new
construction. Any estimate of Market Value is as of the date indicated; based upon the information,
conditions and projected levels of operation.

7.

It is assumed that all factual data furnished by the client, property owner, owner’s representative, or persons
designated by the client or owner to supply said data are accurate and correct unless otherwise specifically
noted in the appraisal report. Unless otherwise specifically noted in the appraisal report, Pacific Appraisers
has no reason to believe that any of the data furnished contain any material error. Information and data
referred to in this paragraph include, without being limited to, numerical street addresses, lot and block
numbers, Assessor’s Parcel Numbers, land dimensions, square footage area of the land, dimensions of the
improvements, gross building areas, net rentable areas, usable areas, unit count, room count, rent
schedules, income data, historical operating expenses, budgets, and related data. Any material error in any
of the above data could have a substantial impact on the conclusions reported. Accordingly, the clientaddressee should carefully review all assumptions, data, relevant calculations, and conclusions within 30
days after the date of delivery of this report and should immediately notify Pacific Appraisers of any
questions or errors.

8.

The date of value to which any of the conclusions and opinions expressed in this report apply, is set forth in
the Letter of Transmittal. Further, that the dollar amount of any value opinion herein rendered is based upon
the purchasing power of the American Dollar on that date. This appraisal is based on market conditions
existing as of the date of this appraisal. Under the terms of the engagement, I will have no obligation to
revise this report to reflect events or conditions, which occur subsequent to the date of the appraisal.
However, Pacific Appraisers will be available to discuss the necessity for revision resulting from changes in
economic or market factors affecting the subject.

9.

Pacific Appraisers assumes no private deed restrictions, limiting the use of the subject property in any way.

10. Unless otherwise noted in the body of the report, it is assumed that there are no mineral deposits or
subsurface rights of value involved in this appraisal, whether they be gas, liquid, or solid. Nor are the rights
associated with extraction or exploration of such elements considered unless otherwise stated in this
appraisal report. Unless otherwise stated it is also assumed that there are no air or development rights of
value that may be transferred.
11. Pacific Appraisers is not aware of any contemplated public initiatives, governmental development controls,
or rent controls that would significantly affect the value of the subject.
12. The estimate of Market Value, which may be defined within the body of this report, is subject to change with
market fluctuations over time. Market value is highly related to exposure, time promotion effort, terms,
motivation, and conclusions surrounding the offering. The value estimate(s) consider the productivity and
relative attractiveness of the property, both physically and economically, on the open market.
13. Any cash flows included in the analysis are forecasts of estimated future operating characteristics are
predicated on the information and assumptions contained within the report. Any projections of income,
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expenses and economic conditions utilized in this report are not predictions of the future. Rather, they are
estimates of current market expectations of future income and expenses. The achievement of the financial
projections will be affected by fluctuating economic conditions and is dependent upon other future
occurrences that cannot be assured. Actual results may vary from the projections considered herein. Pacific
Appraisers does not warrant these forecasts will occur. Projections may be affected by circumstances
beyond the current realm of knowledge or control of Pacific Appraisers.
14. Unless specifically set forth in the body of the report, nothing contained herein shall be construed to
represent any direct or indirect recommendation of Pacific Appraisers to buy, sell, or hold the properties at
the value stated. Such decisions involve substantial investment strategy questions and must be specifically
addressed in consultation form.
15. Also, unless otherwise noted in the body of this report, it is assumed that no changes in the present zoning
ordinances or regulations governing use, density, or shape are being considered. The property is appraised
assuming that all required licenses, certificates of occupancy, consents, or other legislative or administrative
authority from any local, state, nor national government or private entity or organization have been or can be
obtained or renewed for any use on which the value estimates contained in this report is based, unless
otherwise stated.
16. This study may not be duplicated in whole or in part without the specific written consent of Pacific Appraisers
nor may this report or copies hereof be transmitted to third parties without said consent, which consent
Pacific Appraisers reserves the right to deny. Exempt from this restriction is duplication for the internal use
of the client-addressee and/or transmission to attorneys, accountants, or advisors of the client-addressee.
Also exempt from this restriction is transmission of the report to any court, governmental authority, or
regulatory agency having jurisdiction over the party/parties for whom this appraisal was prepared, provided
that this report and/or its contents shall not be published, in whole or in part, in any public document without
the express written consent of Pacific Appraisers which consent Pacific Appraisers reserves the right to
deny. Finally, this report shall not be advertised to the public or otherwise used to induce a third party to
purchase the property or to make a “sale” or “offer for sale” of any “security”, as such terms are defined and
used in the Securities Act of 1933, as amended. Any third party, not covered by the exemptions herein, who
may possess this report, is advised that they should rely on their own independently secured advice for any
decision in connection with this property. Pacific Appraisers shall have no accountability or responsibility to
any such third party.
17. Any value estimate provided in the report applies to the entire property, and any pro ration or division of the
title into fractional interests will invalidate the value estimate, unless such pro ration or division of interests
has been set forth in the report.
18. The distribution of the total valuation in this report between land and improvements applies only under the
existing program of utilization. Component values for land and/or buildings are not intended to be used in
conjunction with any other property or appraisal and are invalid if so used.
19. The maps, plats, sketches, graphs, photographs and exhibits included in this report are for illustration
purposes only and are to be utilized only to assist in visualizing matters discussed within this report. Except
as specifically stated, data relative to size or area of the subject and comparable properties has been
obtained from sources deemed accurate and reliable. None of the exhibits are to be removed, reproduced,
or used apart from this report.
20. No opinion is intended to be expressed on matters, which may require legal expertise or specialized
investigation, or knowledge beyond that customarily employed by real estate appraisers. Values and
opinions expressed presume that environmental and other governmental restrictions/conditions by
applicable agencies have been met, including but not limited to seismic hazards, flight patterns, decibel
levels/noise envelopes, fire hazards, hillside ordinances, density, allowable uses, building codes, permits,
licenses, etc. No survey, engineering study or architectural analysis has been made known to Pacific
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Appraisers unless otherwise stated within the body of this report. If the Consultant has not been supplied
with a termite inspection, survey or occupancy permit, no responsibility or representation is assumed or
made for any costs associated with obtaining same or for any deficiencies discovered before or after they
are obtained. No representation or warranty is made concerning obtaining these items. Pacific Appraisers
assumes no responsibility for any costs or consequences arising due to the need, or the lack of need, for
flood hazard insurance. An agent for the Federal Flood Insurance Program should be contacted to
determine the actual need for Flood Hazard Insurance.
21. Acceptance and/or use of this report constitutes full acceptance of the Contingent and Limiting Conditions
and special assumptions set forth in this report. It is the responsibility of the Client, or client’s designees, to
read in full, comprehend and thus become aware of the aforementioned contingencies and limiting
conditions. Neither the Appraiser nor Pacific Appraisers assumes responsibility for any situation arising out
of the Client’s failure to become familiar with and understand the same. The Client is advised to retain
experts in areas that fall outside the scope of the real estate appraisal/consulting profession if so desired.
22. Pacific Appraisers assumes that the subject property analyzed herein will be under prudent and competent
management and ownership; neither inefficient nor super-efficient.
23. It is assumed that there is full compliance with all applicable federal, state, and local environmental
regulations and laws unless noncompliance is stated, defined and considered in the appraisal report.
24. No survey of the boundaries of the property was undertaken. All areas and dimensions furnished are
presumed to be correct. It is further assumed that no encroachments to the realty exist.
25. The Americans with Disabilities Act (ADA) became effective January 26, 1992. Notwithstanding any
discussion of possible readily achievable barrier removal construction items in this report, Pacific Appraisers
has not made a specific compliance survey and analysis of this property to determine whether it is in
conformance with the various detailed requirements of the ADA. It is possible that a compliance survey of
the property together with a detailed analysis of the requirements of the ADA could reveal that the property
is not in compliance with one or more of the requirements of the ADA. If so, this fact could have a negative
effect on the value estimated herein. Since Pacific Appraisers has no specific information relating to this
issue, nor is Pacific Appraisers qualified to make such an assessment, the effect of any possible noncompliance with the requirements of the ADA was not considered in estimating the value of the subject
property.
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USPAP Update
Residential Development
General Market Analysis and H&BU

1994-1998
7 Hours
7 Hours
4 Hours

January 2018
December 2018
July 2017

Appraisal Institute
Appraisal Institute
Appraisal Institute

8 Hours
16 Hours

May 2017
March 2015

Appraisal Institute
Appraisal Institute

3 Hours
3 Hours
7 Hours
3 Hours
7 Hours
7 Hours
7 Hours
7 Hours
7 Hours
2 Hours
7 Hours
7 Hours
30 Hours
7 Hours
2 Hours
30 Hours

May 2014
March 2014
December 2013
November 2013
July 2013
January 2013
July 2012
January 2012
July 2011
May 2011
July 2010
July 2010
February 2010
October 2009
October 2009
October 2009

Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute
Appraisal Institute

Professional Licenses & Affiliations:
Member of the Appraisal Institute – MAI Designated (Member#454360)
State of California, Certified General Appraiser, License Number: AG028668
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280 MAIN STREET

APPRAISER QUALIFICATIONS
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ADDENDUM

SUBJECT PHOTOGRAPHS

280 MAIN STREET

SUBJECT PHOTOGRAPHS

TYPICAL FRONT VIEW

TYPICAL REAR VIEW
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280 MAIN STREET

SUBJECT PHOTOGRAPHS

EGRESS ONTO MAIN STREET

PARKING
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280 MAIN STREET

SUBJECT PHOTOGRAPHS

MAIN STREET LOOKING SOUTHWEST

MAPLE AVENUE LOOKING SOUTHEAST
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280 MAIN STREET

SUBJECT PHOTOGRAPHS

GROUND FLOOR OFFICE SPACE

GROUND FLOOR RESTROOM
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280 MAIN STREET

SUBJECT PHOTOGRAPHS

SECOND FLOOR HALLWAY

SECOND FLOOR OFFICE
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280 MAIN STREET

SUBJECT PHOTOGRAPHS

STAIRWAY ACCESS

SECOND FLOOR OFFICE
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ENGAGEMENT LETTER

Shain Holden

8/3/2018

B

EXHIBIT

BACK TO THE TOP

C

EXHIBIT

BACK TO THE TOP

