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Mr. David Gassaway
Assistant to the City Manager
City of Indian Wells

44-950 Eldorado Dr.

Indian Wells, CA 92210

Dear Mr. David Gassaway

In response to your request, | have completed a Narrative Restricted Appraisal Report of the
real property located on Highway 111 in the City of Indian Wells, CA 92210 (Assessor’s Parcel
No. 633-410-036, 039, 041 & 046).

Under USPAP Standards Rule 2-2(b), this will be a Restricted Appraisal Report, and is intended
only for the sole use of the named client.

Purpose and Intended

Use of Appraisal The purpose of this appraisal report is to estimate the market value of
the subject property to be used for internal/confidential use. This is the
only intended use. This appraisal report is intended for the sole and
exclusive use of the City of Indian Wells, the City of Indian Wells city
council, the City of Indian Wells city manager and assistant to the city
manager and the Indian Wells Housing Authority and its board of
directors, my client who has engaged me to perform the subject
appraisal. No other user is authorized and any other use or user is not
warranted by the appraiser. The appraiser is not responsible for
unauthorized use of this report.

Use Restriction Under USPAP Standards Rule 2-2(b), this is a Restricted Appraisal
Report, and is intended only for the sole use of the named client.
There are no other intended users. The client must clearly understand
that the appraiser's opinions and conclusions may not be understood
properly without additional information in the appraiser's work file.

A description of the appraised property together with an explanation of the procedures utilized is
presented in the body of this report.

You have requested that my appraisals consider and render my opinion with respect to one
value relating to the subject real property. The value reported is the “As Is” market value of the
subject real property as of the date of the inspection.



Based on the facts, assumptions, and procedures outlined in this report, | am of the opinion that
the market value of the property as of August 31, 2015, is:

Concluded Value $3,090,000

The valuation is expressly subject to this report's Limiting Conditions. The valuation of the
property appraised and forecast made herein are based upon economic, physical and
governmental conditions prevailing as of the date of value set forth herein. The valuation and
forecasts represent my opinions and | make no warranties or representations that the forecasts
will materialize and assume no responsibility for changes in these conditions which may affect
the opinions herein stated occurring at some date after this report’s date of value.

The appraisal has been prepared in accordance with the requirements of the Code of
Professional Ethics and Standards of Professional Conduct of the Appraisal Institute, the
Financial Institution Reform, Recovery, and Enforcement Act of 1989 (FIRREA) XI regulations
and the Uniform Standards of Professional Appraisal Practice (USPAP) of the Appraisal
Foundation.

Sincerely,

X e G

Certified General Real Estate Appraiser, CA
License#AG033959; Expires 05/06/2016
Signed by: Thomas Kjaergaard
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PHOTOGRAPHS AND ILLUSTRATIONS

PHOTOGRAPHS SUBJECT

Highway 111 east view

Highway 111 west view

Subiject sites north west view

Subject sites west view

Subject sites east view

Subject sites south east view




Subject sites north view

Subject sites east view Subject sites south west view

Subject site & Highway 111 west view Subject site & Hwy 111 west view




PLAT MAPS
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AERIAL PHOTOS
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FLOOD MAP

Prapared for: ADK Appraisal Services
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VALUATION SUMMARY AND PROPERTY DESCRIPTION

Property Type
Property Location

Land Area

Usable Land Area

Site Shape

Concluded Value

Date of Inspection
Effective Date of Value
Date of Report

Client

Intended User

Purpose and Intended
Use of Appraisal

Use Restriction

Residential & Commercial land

Highway 111, Indian Wells, CA 92210

Total Site Area: 472,626 Square Feet; 10.85 Acres

Source: Riverside County Assessor’s Parcel Map and RealQuest

Usable Site Area: 441,263 Square Feet; 10.13 Acres. 0.72 acres
related to APN#633-410-046 is considered being located in the
White Water River channel and is considered non-usable land
area.

Irregular - See Plat Map
$3,090,000

August 31, 2015
August 31, 2015
September 15, 2015

The Indian Wells Housing Authority and its board of directors, the
City of Indian Wells, the City of Indian Wells city council, the City
of Indian Wells city manager and assistant to the city manager.

The Indian Wells Housing Authority and its board of directors, the
City of Indian Wells, the City of Indian Wells city council, the City
of Indian Wells city manager and assistant to the city manager.

The purpose of this appraisal report is to estimate the market
value of the subject property to be used for internal/confidential
use. This is the only intended use. This appraisal report is
intended for the sole and exclusive use of the City of Indian Wells,
the City of Indian Wells city council, the City of Indian Wells city
manager and assistant to the city manager and the Indian Wells
Housing Authority and its board of directors, my client who has
engaged me to perform the subject appraisal. No other user is
authorized and any other use or user is not warranted by the
appraiser. The appraiser is not responsible for unauthorized use
of this report.

Under USPAP Standards Rule 2-2(b), this is a Restricted
Appraisal Report, and is intended only for the sole use of the
named client. There are no other intended users. The client must
clearly understand that the appraiser's opinions and conclusions
may not be understood properly without additional information in
the appraiser's work file.

13



Extraordinary Assumptions As confirmed with the assistant to the city manager Mr. David
Gassaway APN# 633-410-039 and APN# 633-410-046 are owned
by the Indian Wells Housing Authority, even though public record
indicates that it is the City of Indian Wells that owns this property.
It has been agreed with Mr. David Gassaway that this will be
properly recorded in the near future.

APN# 633-410-039 states that this parcel is 10.36 acres.
However, per information from the City of Indian Wells there is
only 7.66 acres left of this parcel to be developed (usable) as the
difference of 2.70 acres has been utilized as part of the affordable
housing project adjacent to this parcel. See plat maps and aerial
photos scanned into this report. It is assumed that prior to a resale
this parcel will be subdivided to include the 7.66 acres and not
10.36 acres as the parcel map currently shows so the 7.66 acres
can be sold of separately. It is also recommended to get a land
surveyor to measure the remaining area to be developed before
any sale is taking place to assure what the exact square footage
for the remaining land is on APN# 633-410-039.

APN# 633-410-046 is per the City of Indian Wells located on land
in the White Water river channel. The City of Indian Wells
responded, “That’'s pretty much what the property is. We have
some plans in connection with the adjacent property owner (to the
west) for channel lining improvements, which may or may not
expand parcel 036 onto 046 for some additional usable space.
However, at this time, those plans are only tentative and so |
would not think you should include that space as usable property.
Based on this very limited value is given to this land, if any. This
has been taken into consideration in the overall conclusion of
market value of the 10.85 acres total.

Per City of Indian Wells and Assignment and Assumption
Agreement dated 03/07/2014 provided by Mr. David Gassaway a
portion of APN#633-410-037 and APN#633-410-045 might still be
owned by the City of Indian Wells. However, any portion of these
parcels is not included in the appraised value. However,
APN#633-410-037 (2.43 acres) and APN#633-410-045 (1.12
acres) are included as part of the total square footage on
comparable no. 1, when calculating the price per square footage
of $4.68. APN#633-310-015 (2.61 acres) are not included in the
total square footage on comparable no. 1, when calculating the
price per square footage of $4.68.

Mr. David Gassaway provided me with a copy of the assignment
and assumption agreement dated 03/07/2014 and recorded in
document number 87706 related to the note that was purchased
by Brixton Capital as part of the foreclosure on Miles Crossing
Retail, LLC. The City of Indian Wells City Engineer worked on the
legal description and determined that the legal description does
not give a clear enough divide to determine the exact portion of

14



Hypothetical Conditions

Property Rights
Appraised
Topography

Zoning

Redevelopment Area

Title Conditions

Access
Freeway Visibility

Street Frontage

Wildlife & MSHCP

Off-site Improvements

On-site Improvements

037 or 045 that should be City (HA) and what should be Brixton. It
has been agreed to finalize the appraisal with the lot boundaries
and acreage that were given to me in the original scope. The City
of Indian Wells will work on to reverse engineer the lot lines
internally. Once the Housing Authority Board provides further
direction on the property plans in October, then | the City will likely
hire a surveyor to do all the lot consolidations/line mergers and/or
splits as appropriate on all the parcels, followed by recordation of
new and clear boundaries.

None

Fee Simple (Refer to Definitions in Addenda)

Mostly leveled at street grade. An aerial photo of the existing site
is enclosed in this report.

APN# 633-410-039 and 633-410-041 are zoned Medium Density
Residential, City of Indian Wells. APN# 633-410-036 and 633-410-
046 are zoned Community Commercial, City of Indian Wells. Per
the City of Indian Wells APN# 633-410-039 and 633-410-041
could be re-zoned as Community Commercial. An extract from the
City of Indian Well is Municipal Code, is shown in an addendum to
this report.

No

My value estimate is predicated upon there being no adverse title
conditions, easements, or encroachments that would cause a loss
in value or prohibit development. | have not been provided with a
Title Report relating to the subject property. Please refer to this
valuation’s Limiting Conditions.

Property has access from Highway 111.
No

Subject has approximately 1,150 feet of street frontage along
Highway 111.

The subject site is located within the Coachella Valley MSHCP
(Multi-Species Habitat Conservation Plan) plan area, but not in a
conservation area.

Highway 111 is a four lane paved asphalt street with a landscaped
median and is the access street with partially sidewalks, curbs,
and gutters at the subject access point to the north of highway 111
and sidewalk, curbs and gutters to the south of Highway 111.

Concrete Block wall and some landscaping.

15



Utilities

Legal Description

Location &
Surrounding Uses

Public utilities including water, sewer, electricity, telephone, and
natural gas are available to the site

1.11 ACRES IN POR SE 2 OF SEC 24 T5S R6E, Riverside
County, California (APN#633-410-036).

10.36 ACRES M/L IN POR SE %2 OF SEC 24 T5S R6E, Riverside
County, California (APN#633-410-039). Only 7.66 acres is left to
be developed per the City of Indian Wells.

1.36 ACRES IN POR SE 2 OF SEC 24 T5S R6E, Riverside
County, California (APN#633-410-041).

0.72 ACRES IN POR SE Y4« OF SEC 24 T5S RG6E, Riverside
County, California (APN#633-410-046). None of this is usable
land.

The subject property is located in the northeastern section of the
City of Indian Wells. Indian Wells incorporated in 1967
encompasses approximately 14.6 square miles and is located 130
miles east of Los Angeles and 75-80 miles southeast of the Cities
of Riverside and San Bernardino. The City of Palm Desert to the
west and north, the City of La Quinta to the east, and
unincorporated Riverside County and Santa Rosa Mountains to
the south surrounds the City of Indian Wells. The subject property
is located on Highway 111 and west of Washington Street in the
City of Indian Wells in Eastern Riverside County. The property is
located just south of the Indian Wells Tennis Garden. Highway
111 runs through the Coachella Valley and extends from Palm
Springs to the west to the eastern border of Indio to the east. The
Interstate #10 Freeway is located 3 miles north of the subject and
is accessed from the Washington Street on/off ramp. The
Interstate #10 Freeway provides access to the Southern California
Freeway network. The subject is within one hour from the region's
primary employment centers in Riverside and San Bernardino
County. The closest regional shopping centre the Westfield
Shopping Town is located 5 miles west of the subject property in
the City of Palm Desert. The subject's neighborhood consists
primarily of residential properties. The immediate area includes
Gerald R. Ford elementary school, the Indian Wells Tennis
Garden, Residential areas and vacant land to the north, residential
areas and Indian Wells Country Club to the south, an affordable
housing project, new commercial development, the Eisenhower
Medical Campus and Homewood Suites Hotel further to the north
east and east and hotel development and vacant land to the west.
Land uses immediately surrounding the subject property consist of
the vacant land and the White Water river channel to the north, an
affordable housing project to the east, vacant commercial zoned
land to the west and residential and a golf course development to
the south. In summary, the subject has a good commercial
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Special Assessment

Assessor’s Parcel No.

Census Tract
Thomas Map No

Ownership

Flood Hazard Map

Earthquake Study Zone

Marketing period
Exposure Period

Property Sales History

location in the northeastern portion of the City of Indian Wells.
Access to the property is average.

None noted

633-410-036, 039, 041 & 046. Subject sites qualify for a property
tax exemption.

Assessed value 2014/15; $0 (from Riverside County)

Property Taxes 2014/15: $0 (from Riverside County)

Penalties Due 2014/15 $0

Tax Rate: 1.23309%

Tax Rate Area: 016-110 & 016-057
Mello Roos: No

451.22

Page 849 — Grid E1 (Riverside County Edition)

The Indian Wells Housing Authority (APN# 633-410-036 and 633-
410-041) and the City of Indian Wells (APN# 633-410-039 and
633-410-046 per public record. See extraordinary assumption.

Flood Zone: X500

Community Panel No. 06065C-2231G
Dated; 08/28/2008

Flood Insurance Required: No

No

The subject property is reportedly not within an Alquist-Priolo
Special Studies Zone. According to the State Division of Mines
and Geology, this map may not show all faults that have the
potential for surface fault or rupture, either within the special
studies zone or outside their boundaries. No opinion or warranty,
expressed or implied, is made herein as to the potential or
possibility of earthquake occurrence or to the existence or non-
existence of any known, unknown, or uncertain fault traces or fault
zones. It is not uncommon for areas throughout California to be
located within these zones as evidenced by the January 17, 1994
earthquake. The Coachella Valley is one of the more seismically
active areas of California. Recent seismic events that have
affected the Valley include the following: Desert Hot Springs -
1948 (6.5 Magnitude (m)); Palm Springs - 1986 (5.9 m); Desert
Hot Springs -1992 (6.1 m); Landers -1992 (7.2 m); Big Bear -1992
(6.6 m).

12-15 Months (at the effective date of value)
12-15 Months (at the effective date of value)
According to the public records as shown by RealQuest, APN#

633-410-036 and 041 appears to have a trustees deed transfer on
03/12/2014 ($2,597,308) recorded in document number 91529.
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Definition of Market
Value

Appraisal Scope

This was related to a loan made to Miles Crossing Retail 2, LLC
that used to own APN#633-410-036, 041 and 046 and Miles
Crossing Retail 2, LLC defaulted on that loan. APN# 633-410-039
appears to have a quitclaim deed dated 03/17/2011 recorded in
document number 121658. This quitclaim deed relates to transfer
of owner ship from the Redevelopment Agency City of Indian
Wells to the City of Indian Wells. APN# 633-410-046 appears to
have grant deed recorded on 02/19/2015 in document number
67857 and a grant deed recorded on 01/14/2013 in document
number 20284. The grant deed recorded on 02/19/2015 in
document number 67857 is related to the transfer of an undivided
one-tenth interest in APN#633-410-042, 043, 044, 045 and 046
between Albert O. Lissoy and the City of Indian Wells. A 7.5
undivided interest out of 10 was transferred on 02/19/2015. The
undivided remaining 2.5 interest in this property is expected to be
transferred before the end of this year per the City of Indian Wells.
Based on the information it appears that Albert O. Lissoy still has
an interest in APN#633-410-045 that were transferred to Brixton
LWC, LLC on 03/07/2014 (Comparable no. 1 — Indian Wells
Crossing). However, the potential impact from this is minimal in
my opinion. It is unknown to the appraiser what the grant deed
recorded on 01/14/2013 in document number 20284 is related to.

None of the comparable sales had any market transfers in the
year prior to the sale reported in this appraisal. According to my
client, Costar and Damls the subject property is not currently listed
for sale.

Refer to definitions in Addenda

The Scope of work has included: (1) An inspection of the subject
property and surrounding neighborhood; (2) Research and
investigation of current market conditions relative to the property
being appraised, as well as market the sector with which the
subject property is identified; (3) Interviews with brokers, property
owners and appraisers, as well as relevant public agencies and
governing bodies; (4) Collection, verification and analysis of
market data and any other pertinent information necessary to the
valuation process, and (5) Compilation of the descriptions,
reasoning and explanations, leading to the final value conclusions,
within this report. The primary source of data searched is On-Line
Co-Star, On-Line LoopNet, On-Line MLS and On-Line RealQuest
Professional. A search is made to determine if the subject
property has been listed in the MLS in the year prior to the date of
this appraisal.

A search is made for the most recent and current comparable
sales in the subject's market area. Then the most similar 6 to 12
sales are selected for a drive by inspection. Then the sales are
verified by a source familiar with the comparable sale
(Realtor/Buyer/Seller). Then the most similar 3 to 9 sales are

18



Report Format

Compliance

Highest & Best Use

Current Use:

Methodology

selected to report upon. A minimum of three closed sales within 1
year of the date of this appraisal is normally required. The sales
are adjusted to the subject and then a market value estimate is
made.

Thomas Kjaergaard, the appraiser hereunder have personally
inspected the property being appraised in this report, Mr.
Kjaergaard collected and analyzed the appropriate and available
data that has been utilized in this report. Mr. Kjaergaard also
verified all sales information relating to each of the comparable
properties that have been identified and analyzed for comparison
purposes under this report. Mr. Kjaergaard made the analysis
pertaining to the indicated adjustments that have been made with
respect to each comparable sale in this report. The final estimate
of value made in this report for the subject property was made
solely by Mr. Kjaergaard. Mr. Kjaergaard completed the physical
preparation of this report. No other professional assistance was
provided to Mr. Kjaergaard by another person. A drive-by
inspection (curb-side observation) was performed.

Restricted Appraisal Report

This report is intended to comply with the following regulatory
standards:

The Uniform Standards of Professional Appraisal Practice
(USPAP) including the Ethics and Competency Provisions as
promulgated by the Appraisal Standards Board of the Appraisal
Foundation under the Financial Institution Reform, Recovery and
Enforcement Act of 1989 (FIRREA) Title XI.

“The reasonable 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 that must be met are legal permissibility, physical
possibility, financial feasibility, and maximum profitability.”

Vacant commercial and residential zoned land

Highest and Best Use;

“As Vacant”. Commercial development.

The subject site “As Vacant” should be held for approximately 2-5
years before development.

Approaches Utilized: Sales
Approaches Omitted: Income and Cost

Reason Omitted: The Cost and Income Approaches are not
relevant in the valuation of vacant land.
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Units of Comparison

Soils

According to area brokers, vacant lots of this size are generally
sold on a price per square foot.

My value estimate is predicated upon the assumption that there is
no soils instability and/or toxic material on or in the subject
property or surrounding properties that would cause a loss in
value. Please refer to this valuation’s Limiting Conditions.
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MARKET OVERVIEW

RESIDENTIAL MARKET OVERVIEW

The Desert Area Multiple Listing Service has provided information on overall market conditions
within the subject’s Indian Wells and Palm Desert’s residential market area as subject parcel is
bordering the City of Palm Desert's market area, which in particular is Palm Desert Country
Club.

Marketing Times - Individual Home Sales

In connection with this report, | have researched potential comparable single-family detached
home sales in the Indian Wells market excluding Indian Wells Country Club and Palm Desert
within one mile of subject, during the past twelve months. As subject is right on the border with
the City of Palm Desert, any home sales within one mile of subject located in the City of Palm
Desert has been included in this market analysis. This search has been based on what
residential uses that are permitted under the current zoning regulations including homes
between minimum 800 sq. ft. and 2,000 sq. ft. and with a site size larger than 6,200 sq. ft. as
required by the current zoning regulations. The research did identify potential comparable
single-family detached homes in the City of Indian Wells within the last twelve months within 1
mile of subject site. See description of the legally permitted uses in the attached addendum.
Information on each of these individual home sales is shown on the following page.
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COMPARABLE INDIVIDUAL HOME SALES

Name
Location

44435 Warner Trail
Indian Wells

44110 Silver Creek Cir

Indian Wells

77399 Evening Star Cir

Indian Wells

44652 Elkhorn Trail
Indian Wells

77045 Indiana Ave
Palm Desert

77165 Florida Ave
Palm Desert

77031 California Dr.

Palm Desert

77245 Indiana Ave
Palm Desert

43709 Louisiana St
Palm Desert

Sale or Listing

Date

6/24/15

3/27/15

2/13/15

3/30/15

6/26/15

2/25/15

3/13/15

4/27/15

4/10/15

Sale or listing

Price

$259,000

$307,500

$310,000

$350,000

$199,000

$215,000

$220,000

$236,000

$239,900

Living

Area

1,786

1,737

1,624

1,728

1,245

1,448

1,286

1,534

1,736

Price/

Sq.Ft.

$145.02

$177.03

$190.89

$202.55

$159.84

$148.48

$171.07

$153.85

$138.19

Bdrms./ Location/
Baths Views
3 Good
2.5 Average
3 Good
2.0 Average
3 Good
2.0 Average
3 Good
2.0 Average
2 Good
2.0 Average
2 Good
2.1 Average
2 Good
2.0 Average
3 Good
2.0 Average
3 Good
2.0 Average

Quality/
Lot SF

Average
7,405

Average
8,276

Average
7,841

Average
7,405

Average
6,534

Average
6,970

Average
7,405

Average
6,970

Average
7,405

Age DOM
(Years) Concessions
53 95
None
26 115
None
26 50
None
56 44
None
53 53
None
29 158
None
53 51
None
53 40
None
54 45
None
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The marketing times for the nine individual home sales/listings analyzed above (Survey Nos. 1
through 9) average 72 days. My market research indicates that property values in the subject
market within the last 12 months have stabilized. The current supply/demand for homes that
could be built on subject in the future appears to be in balance and the marketing times are
under three months for this size of homes. Conventional financing is available at historically low
market rates.

Local Multiple Listing Service Sales Information — Single-Family Home Sales

| have researched other sales information provided by the Desert Area Multiple Listing Service.
This information included:

(1) the number of homes which have sold during the past six months in the Indian Wells/Palm
Desert market area within approximately 1 mile from subject including selling prices as well
as certain marketing time information for these sales

(2) the number of homes which have sold during the past twelve months in the Indian
Wells/Palm Desert market area within approximately 1 mile from subject including selling
prices as well as certain marketing time information for these sales

(3) the number of pending sales in the Indian Wells/Palm Desert market area within
approximately 1 mile from subject including asking prices as well as certain marketing time
information for these pending sales

(4) the number of active listings in the Indian Wells/Palm Desert market area within
approximately 1 mile from subject including asking prices as well as certain marketing time
information for these sales

(5) the total number of homes which have sold during the past six months in subject’s Indian
Wells/Palm Desert market area including selling prices as well as certain marketing time
information for these sales

(6) the total number of homes which have sold during the past twelve months in subject’s
Indian Wells/Palm Desert market area including selling prices as well as certain marketing
time information for these sales,

(7) the number of pending sales in subject’s Indian Wells/Palm Desert market area including
asking prices as well as certain marketing time information for these pending sales

(8) the number of active listings in subject’s Indian Wells/Palm Desert market area including
asking prices as well as certain marketing time information for these sales and

(9) the number of homes which have sold during the past twelve months in subject’s Indian
Wells/Palm Desert market area within approximately 1 mile from subject with selling prices
between $11,000 - $349.900 as well as certain marketing time information, absorption rate
and months of housing supply for these homes.

During the past six months, the Desert Area Multiple Listing Service reported 72 homes sold in
the Indian Wells/Palm Desert market area within approximately 1 mile from subject with selling
prices ranging from $155,000 to $2,100,000. These homes ranged in size from 960 square feet
to 6,364 square feet with an average home size of 2,061 square feet and a median home size of
1,732 square feet. The average marketing time (days on the market) for these 72 sales were
112 days while the median marketing time was 94 days.

During the past twelve months, the Desert Area Multiple Listing Service reported 125 homes
sold in the Indian Wells/Palm Desert market area within approximately 1 mile from subject with
selling prices ranging from $154,500 to $2,100.000. These homes ranged in size from 960
square feet to 6,364 square feet with an average home size of 1,963 square feet and a median
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home size of 1,624 square feet. The average marketing time (days on the market) for these 125
sales were 109 days while the median marketing time was 86 days.

The Desert Area Multiple Listing Service reported four homes, which are currently pending in
the Indian Wells/Palm Desert market area within approximately 1 mile from subject with asking
prices ranging from $250,000 to $299,999. These homes range in size from 1,540 square feet
to 1,983 square feet with an average home size of 1,774 square feet and a median home size of
1,786 square feet. The average marketing time (days on the market) for these four pending
sales is 158 days while the median marketing time is 112 days.

The Desert Area Multiple Listing Service reported 61 homes, which are currently on the market
in the Indian Wells/Palm Desert market area within approximately 1 mile from subject with
asking prices ranging from $190,000 to $4,000,000. These homes range in size from 1,064
square feet to 6,561 square feet with an average home size of 2,496 square feet and a median
home size of 2.042 square feet. The average marketing time (days on the market) for these 61
listings is 118 days while the median marketing time is 81 days.

During the past six months, the Desert Area Multiple Listing Service reported 92 homes sold in
subject’s Indian Wells/Palm Desert market area with selling prices ranging from $259,000 to
$4,425,000. These homes ranged in size from 1,728 square feet to 6,364 square feet with an
average home size of 3,295 square feet and a median home size of 2,892 square feet. The
average marketing time (days on the market) for these 92 sales were 149 days while the
median marketing time was 118 days.

During the past twelve months, the Desert Area Multiple Listing Service reported 140 homes
sold in subject's Indian Wells/Palm Desert market area with selling prices ranging from
$259,000 to $4,425,000. These homes ranged in size from 1,624 square feet to 6,722 square
feet with an average home size of 3,317 square feet and a median home size of 3,012 square
feet. The average marketing time (days on the market) for these 140 sales were 159 days, while
the median marketing time was 118 days.

In addition, the Desert Area Multiple Listing Service reported six homes currently pending in
subject’s Indian Wells/Palm Desert market area with asking prices ranging from $700,000 to
$4,950,000. These homes range in size from 3,414 square feet to 6,715 square feet with an
average home size of 4,782 square feet and a median home size of 4,788 square feet. The
average marketing time (days on the market) for these six pending sales were 279 days while
the median marketing time was 152 days.

The Desert Area Multiple Listing Service reported 116 homes, which are currently on the market
in subject’s Indian Wells/Palm Desert market area with asking prices ranging from $439,000 to
$12,000,000. These homes range in size from 1,742 square feet to 12,000,000 square feet with
an average home size of 3,965 square feet and a median home size of 3,416 square feet. The
average marketing time (days on the market) for these 116 listings is 167 days while the median
marketing time is 128 days.

Finally, during the past twelve months, the Desert Area Multiple Listing Service reported 91
homes sold in subject’s Indian Wells/Palm Desert market area within approximately 1 mile from
subject with selling price ranging from $154,500 to $550,000. The search parameters for this
search were 0-3,000 square foot homes. These search parameters includes what homes
typically would be built and sold in this market area. During the last three months, 18 homes
have sold in this price range and 29 homes are listed for sale giving an absorption rate of 6.00
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homes sold per month in subject’s Indian Wells/Palm Desert market area within approximately 1
mile from subject and 4.83 months of housing supply in this price range. The median marketing
time (days on the market) for these 20 sales was 90 days. The median comparable sales price
within the last three months was $249,500. The median comparable sales price within the last
4-6 months was $239,900 and within the last 7-12 months, the median comparable sales price
was $250,000, which indicates that selling prices have stabilized over the last 12 months for
homes with prices ranging from $154,500 - $550,000 based on the above outlined search
parameters. These data also shows that the market appears to be in balance for homes in this
price range (4.83 months of housing supply). The last three months median comparable sales
price compared to the last 4-12 months median comparable sales price indicates an upward
price trend. Out of the 91 sales reported, there was 9 REO’s and 3 short sales or 13.19% of
total sales. Out of the 29 homes currently listed for sale, there is 1 REO and 0 short sales or
3.49% of total listings. These reported data indicates that the REQO’s and short sales do not
have a major impact in the current market, and that trends shows a decrease in REO’s and
short sales which would lead to have a less and less impact on sales prices in this market area.
The upward price trend supports this fact as well.

Residential land sales activity

| have researched land sales information provided by the Desert Area Multiple Listing Service.
This information included:

(1) the number of lot sales which have sold during the past twelve months in subject’s Indian
Wells/Palm Desert market area with a lot size between 0 acres to 100 acres including
selling prices as well as certain marketing time information for these sales

(2) the number of pending lot sales in subject’s Indian Wells/Palm Desert market area including
asking prices as well as certain marketing time information for these pending sales and

(3) the number of active listings in subject’s Indian Wells/Palm Desert market area including
asking prices as well as certain marketing time information for these listings.

During the past twelve months, the Desert Area Multiple Listing Service reported four lots sold in
subject’s Indian Wells/Palm Desert market area within a 5-mile radius with selling prices ranging
from $72,000 to $1,775,000. These lots ranged in size from 0.1483 acres to 1.01 acres. The
average marketing time (days on the market) for these four sales were 65 days while the
median marketing time was 60 days.

The Desert Area Multiple Listing Service reported zero lots, which are currently pending in
subject’s Indian Wells/Palm Desert market area within a 5-mile radius with asking prices ranging
from $0 to $0. These lots range in size from 0 acre to 0 acres. The average marketing time
(days on the market) for these zero pending sales is 0 days while the median marketing time is
0 days.

The Desert Area Multiple Listing Service reported 20 lots, which are currently on the market in
subject’s Indian Wells/Palm Desert market area within a 5-mile radius with asking prices ranging
from $130,000 to $2,295,000. These lots range in size from 0.14 acres to 1.06 acres. The
average marketing time (days on the market) for these 20 listings is 398 days while the median
marketing time is 186 days.

During my research, | interviewed land brokers familiar with the current residential land market

in the in subject’s Indian Wells/Palm Desert market area. The consensus of these brokers was
that, residential lot values of all types, finished lots, semi-finished lots and unimproved “paper”
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tentative tract map lots, declined dramatically between the middle of 2008 and the middle of
2009. After this the decline in lot values declined at a smaller rate and recent analysis of homes
sales in the market area shows that home prices have stabilized within the last 12 month (see
analysis above), which is an indicator for stabilized lot prices as well but at lower price points.
This stabilization is based upon an improving housing market in the region as well as the
improving condition of the economy in general.

Beginning during middle of 2008 most of the national homebuilders began selling a large
number of their residential lot inventories at significant discounts in order to take advantage of
utilizing their losses for income tax purposes. Investors who were willing to hold residential lot
inventories for two, three, or four years, or until the residential market improves, were
purchasing these lots from the national home builders at very deeply discounted prices. In
addition, a significant number of REO land sales took place during this period and continue to
take place in the current market. These brokers further indicated that speculative investors
represented essentially the only available purchasers of residential lots until the middle of 2009,
but only if the lots could be acquired at deeply discounted prices.

Residential Market Summary

Information received from the Desert Area Multiple Listing Service as well as my own
independent research indicates that property values in the subject market within the last 12
months have stabilized with an upward trend within the last 3 months. The current
supply/demand for homes that can be built on subject in the future appears to be in balance and
the marketing times are 3-6 months. Residential lot values declined significantly between the
middle of 2008 and the middle of 2009 based upon national homebuilders selling their
residential lot inventories at deep discounted prices to speculative investors who were willing to
hold these inventories until the residential market conditions improve sometime in the future. It
appears that residential land values probably is beginning to stabilize after continuously seeing
a decline in residential land values up to 2013 with a stabilizing trend beginning in 2014. This is
supported by the analysis of home sales the last twelve month for homes as seen in the
analysis above. Based on my analysis above there is still an oversupply of lots/land in subject’s
market area, which leads to longer marketing times and sales prices at lower price points. The
market is also still impacted by REO sales that leads to lower sales prices compared to if no
REO sales were impacting the market.
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OFFICE MARKET OVERVIEW

Information on Overall Market Conditions within the Inland Empire market (which includes San
Bernardino and Riverside Counties) and the subject's Coachella Valley submarket is provided
by CoStar Group, a commercial market research company. The First Quarter 2015 issue of the
"CoStar Office Report" for the Inland Empire office market provides the following information on
trends in vacancy rates, absorption rates, rental rates and inventory.

Office Vacancy -- Inland Empire

According to the First Quarter 2015 CoStar Office Report, the office vacancy rate in the Inland
Empire market area for all classes of office buildings decreased to 10.8% at the end of the First
Quarter of 2015. The vacancy rate was 11.0% at the end of the fourth quarter of 2014, 11.4% at
the end of the third quarter of 2014, and 11.7% at the end of the second quarter of 2014.

Office Vacancy -- Coachella Valley Submarket

According to the First Quarter 2015 Costar Office Report, the office vacancy rate in the subject's
Coachella Valley sub market area for all classes of office buildings was 10.5% at the end of the
First Quarter of 2015 compared to 9.8% at the end of the fourth quarter of 2013.

Office Absorption -- Inland Empire

According to the First Quarter 2015 CoStar Office Report, net absorption for the overall Inland
Empire office market was positive 204,041 square feet in the First Quarter of 2015. That
compares to positive 287,882 square feet in the fourth quarter of 2014, positive 272,731 square
feet in the third quarter of 2014 and positive 292,824 square feet in the second quarter of 2014.

Office Absorption -- Coachella Valley Submarket

According to the First Quarter 2015 CoStar Office Report, office market absorption in the
subject's Coachella Valley submarket area for all classes of office buildings was negative
80,197 square feet year to date.

Office Rental Rates -- Inland Empire

According to the First Quarter 2015 CoStar Office Report, the average quoted asking rental rate
for available office space, all classes, in the Inland Empire market area was $19.32 per square
foot per year ($1.61 per square foot per month) on a Full Service Rental basis at the end of the
First Quarter of 2015. This represented a 1.0% decrease in quoted rental rates from the end of
the fourth quarter of 2014, when rents were reported at $19.52 per square foot per year ($1.63
per square foot per month) on a Full Service Rental basis.

Office Rental Rates -- Coachella Valley Submarket

According to the First Quarter 2015 CoStar Office Report, the average quoted asking rental rate
for available office space, all classes, in the subject's Coachella Valley submarket area was
$18.66 per square foot per year ($1.56 per square foot per month) on a Full Service Rental
basis at the end of the First Quarter of 2015. This represented a 0.05% increase in quoted
rental rates from the end of the fourth quarter of 2013, when rents were reported at $18.65 per
square foot per year ($1.55 per square foot per month) on a Full Service Rental basis.

27



Office Inventory -- Inland Empire

According to the First Quarter 2015 CoStar Office Report, total office inventory in the Inland
Empire market area amounted to 71,353,909 square feet in 6,085 buildings as of the end of the
First Quarter of 2015.

Office Inventory -- Coachella Valley Submarket

According to the First Quarter 2015 CoStar Office Report, total office inventory in subject's
Coachella Valley submarket area amounted to 8,174,124 square feet in 775 buildings as of the
end of the First Quarter of 2015.

Office Deliveries and Construction -- Inland Empire

According to the First Quarter 2015 CoStar Office Report, two office buildings totaling 48,029
square feet were completed in the Inland Empire market area during the First Quarter of 2015.
This compares to zero office buildings totaling 0 square feet that were completed in the fourth
quarter of 2014, 2 office buildings totaling 72,184 square feet completed in the third quarter of
2014, and 217,606 square feet in 4 office buildings completed in the second quarter of 2014. In
addition, there were 87,122 square feet of office space under construction at the end of the First
Quarter of 2015.

Office Deliveries and Construction -- Coachella Valley Submarket

Finally, there was 0 square feet of office space completed year to date in the subject's
Coachella Valley submarket. In addition, there were 0 square feet of office space under
construction at the end of the First Quarter of 2015 in the subject's Coachella Valley submarket.

Summary

The most recent statistics prepared by CoStar indicate that the subject’s trade area has an
approximate vacancy rate of 10% for office space in general. The Coachella Valley office
market has been affected significantly by the recent housing and overall economic financial
crisis as well as job losses in the region. As a result, office vacancy rates over the last 3-5 years
increased and asking rental rates declined. Based on the information above vacancy rates are
decreasing slightly, which is positive. | have interviewed several knowledgeable office brokers in
the subject's market area, they concurs that office vacancy rates have decreased, and rental
rates are stabilizing in general. As such, these brokers as well as information provided by the
CoStar Group indicate that, since the beginning of 2013, office vacancies have decreased
slightly while office rents in the Coachella Valley Submarket area are starting to stabilize. The
above factors reflect the current relatively weak market conditions for office space in this
submarket. | expect that once the economy has recovered office sales will improve and vacancy
levels will further decline. Historically, vacancy levels have fluctuated from the current high
levels to well below 10%.

Older freestanding buildings in average condition are less desirable to small business owners

than newer buildings that are in better condition. The majority of general office space available
in the Indian Wells market is older average to good quality newer built space.
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Vacancy rates appear to be higher for older buildings than for newer buildings with higher
quality improvements. Based upon all factors, | estimate that the property will experience an
average stabilized vacancy rate of 8% into the near future. Vacancy levels have decreased
slightly over the past year, and rents have stabilized within the last 12-15 months in the
subject’s market area.
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RETAIL MARKET OVERVIEW

Information on Overall Market Conditions within the Inland Empire market (which includes San
Bernardino and Riverside Counties) and the subject's Coachella Valley submarket is provided
by CoStar Group, a commercial market research company. The First Quarter 2015 issue of the
"CoStar Retail Report" for the Inland Empire retail market provides the following information on
trends in vacancy rates, absorption rates, rental rates and inventory.

Retail Vacancy -- Inland Empire

According to the First Quarter 2015 CoStar Retail Report, the retail vacancy rate in the Inland
Empire market area for all classes of retail buildings changed to 8.3% at the end of the First
Quarter of 2015. The vacancy rate was 8.3% at the end of the fourth quarter of 2014, 8.3% at
the end of the third quarter of 2014, and 8.6% at the end of the second quarter of 2014.

Retail Vacancy -- Coachella Valley Submarket

According to the First Quarter 2015 Costar Retail Report, the retail vacancy rate in the subject's
Coachella Valley sub market area for all classes of retail buildings was 12.0% at the end of the
First Quarter of 2015 compared to 11.7% at the end of the fourth quarter of 2013.

Retail Absorption -- Inland Empire

According to the First Quarter 2015 CoStar Retail Report, net absorption for the overall Inland
Empire retail market was negative 17,103 square feet in the First Quarter of 2015. That
compares to positive 309,894 square feet in the fourth quarter of 2014, positive 321,215 square
feet in the third quarter of 2014 and positive 159,536 square feet in the second quarter of 2014.

Retail Absorption -- Coachella Valley Submarket

According to the First Quarter 2015 CoStar Retail Report, retail market absorption in the
subject's Coachella Valley submarket area for all classes of retail buildings was negative 22,771
year to date.

Retail Rental Rates -- Inland Empire

According to the First Quarter 2015 CoStar Retail Report, the average quoted asking rental rate
for available retail space, all classes, in the Inland Empire market area was $15.97 per square
foot per year ($1.330 per square foot per month) on a triple net basis at the end of the First
Quarter of 2015. That compares to $15.98 per square foot in the fourth quarter 2014 ($1.331
per square foot per month) on a triple net basis, and $15.95 per square foot at the end of the
second quarter 2014 ($1.329 per square foot per month) on a triple net basis. This represents a
0.1% decrease in rental rates in the current quarter and a 0.13% increase from four quarters
ago.

Retail Rental Rates -- Coachella Valley Submarket
According to the First Quarter 2015 CoStar Retail Report, the average quoted asking rental rate
for available retail space, all classes, in the subject's Coachella Valley submarket area was

$16.11 per square foot per year ($1.343 per square foot per month) on a triple net basis at the
end of the First Quarter of 2015. This represented a 0.25% increase in quoted rental rates from
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the end of the fourth quarter of 2013, when rents were reported at $16.07 per square foot per
year ($1.339 per square foot per month) on a triple net basis.

Retail Inventory -- Inland Empire

According to the First Quarter 2015 CoStar Retail Report, total retail inventory in the Inland
Empire market area amounted to 185,259,083 square feet in 15,546 buildings and 1,862
centers as of the end of the First Quarter of 2015.

Retail Inventory -- Coachella Valley Submarket

According to the First Quarter 2015 CoStar Retail Report, total retail inventory in subject's
Coachella Valley submarket area amounted to 26,167,368 square feet in 2,027 buildings as of
the end of the First Quarter of 2015.

Retail Deliveries and Construction -- Inland Empire

According to the First Quarter 2015 CoStar Retail Report, six retail buildings totaling 70,200
square feet were completed in the Inland Empire market area during the First Quarter of 2015.
This compares to 18 retail buildings totaling 283,182 square feet that were completed in the
fourth quarter of 2014, 10 retail buildings totaling 107,049 square feet completed in the third
quarter of 2014, and 308,040 square feet in 10 retail buildings completed in the second quarter
of 2014. In addition, there were 296,802 square feet of retail space under construction at the
end of the First Quarter of 2015.

Retail Deliveries and Construction -- Coachella Valley Submarket

Finally, there was 0 square feet of retail space completed year to date in the subject's Coachella
Valley submarket. In addition, there were 43,325 square feet of retail space under construction
at the end of the First Quarter of 2015 in the subject's Coachella Valley submarket.

Summary

The most recent statistics prepared by CoStar indicate that the subject’s trade area has an
approximate vacancy rate of 8% for general retail space. The Coachella Valley retail market has
been affected significantly by the housing and overall economic financial crisis as well as job
losses in the region. As a result, retail vacancy rates over the last 3-5 years have increased and
asking rental rates have declined. However, vacancy rates and rental rates in general are
starting to stabilize. Based on the information above vacancy rates are stabilizing, which is
positive. | have interviewed several knowledgeable retail brokers in the subject's market area,
they agree with that retail vacancy rates are starting to stabilize, and rental rates are starting to
stabilize in general. As such, these brokers as well as information provided by the CoStar Group
indicate that, since the beginning of 2012, retail vacancies have increased slightly while retail
rents in the Coachella Valley Submarket area have decreased. However, they also concur with
that the above factors reflect current weak market conditions for retail space in this submarket. |
expect that once the economy begins to recover even more retail sales will improve and
vacancy levels will further decline. Historically, vacancy levels have fluctuated from the current
high levels to well below 10%.
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Older freestanding buildings in average condition are less desirable to small business owners
than newer buildings that are in better condition. The majority of general retail space available in
the Indian Wells market is average to good quality space.

Vacancy rates appear to be higher for older buildings than for newer buildings with higher
quality improvements. Based upon all factors, | estimate that retail properties in general will
experience an average stabilized vacancy rate of 10% into the near future. Vacancy levels have
decreased slightly over the past year, and rents have stabilized within the last 12 months in the
subject’s market area.
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VALUATION

CRITICAL VALUATION PREMISES

This appraisal is expressly contingent upon the following Critical Valuation Premises. Additional
limiting conditions are set forth in the Limiting Condition’s section of this report.

That land and building areas, descriptions and condition provided by the sources quoted in this
report are accurate.

That the land is free of adverse soil conditions which would prohibit development of the property
to its highest and best use.

The land has been appraised as vacant and assuming that there is no entitlements.

No value was given to any improvements in this appraisal, except that sites with site
improvements is considered superior compared to sites without any site improvements (like
parking lots, concrete block walls, landscaping etc.).

That the valuation of the property appraised and forecast made herein are based upon economic,
physical and governmental conditions prevailing as of the date of value set forth herein. The
valuation and forecasts represent my opinions and | make no warranties or representations that the
forecasts will materialize and assume no responsibility for changes in these conditions which may
affect opinions herein stated occurring at some date after this report’s date of value.
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LAND VALUATION

Methodology

In the land valuation section of an appraisal report, market data and other information pertaining
to land value are presented along with an analysis of the data and reasoning that lead to the
land value estimate. The factors that affect land value should be presented in a clear and
precise manner. The narrative should lead the reader to the land value estimate.

Depending on a specific appraisal assignment, any of the following six methods may be used to
value land.

Sales comparison technique
Allocation

Extraction

Subdivision development
Land residual

Ground rent capitalization

2B

In this appraisal, | have utilized the sales comparison technique.

“The sales comparison technique may be used to value a site that is actually vacant or a site
that is being considered as though vacant for appraisal purposes. Sales comparison is the most
common technique for valuing sites and it is the preferred method when comparable sales are
available. To apply this method, sales of similar sites are analyzed, compared, and adjusted to
provide a value indication for the site being appraised. In the comparison process the similarity
and dissimilarity of the lots is considered."

The market value of the subject land will be estimated by the sales comparison approach. In the
sales comparison approach, the valuation of the subject is performed by comparing the subject
with sales of similar properties. Comparisons are made based on price per sq. ft. and property
comparability. This approach reflects the actions of buyers, and sellers in the market. The sales
comparison approach is primarily based on the principle of substitution. The principle of
substitution states that a prudent purchaser would pay no more for real property than the cost of
acquiring an equally desirable substitute on the open market.

The principle of substitution is defined as “The appraisal principle that states that when several
similar or commensurate commodities, goods, or services are available, the one with the lowest

price will attract the greatest demand and widest distribution™.

| have searched the market for similar site sales in the subject’'s market area and have
specifically researched those areas near subject. It should be noted that very few sales of
vacant land parcels that are considered similar to subject in terms of specific physical and
locational attributes have sold within the recent past.

! The Appraisal of Real Estate (Appraisal Institute, 14th Edition, Page 364)

2The Dictionary of Real Estate Appraisal (Appraisal Institute, Fifth Edition)
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Accordingly, | had to expand my search for comparable vacant land sales to encompass areas
outside of subject’s immediate area. Nonetheless, the comparable vacant land sales chosen for
analysis have been carefully selected and are considered similar in many significant aspects.
While the relative scarcity of recent sales of highly similar vacant comparable land sales within
the subject’'s competitive market area does interject a degree of uncertainty into the analysis, it
is still considered possible to obtain a meaningful indication of value for the subject from the
comparable vacant land sales analyzed.

The table presented on the next page contains a summary of comparable vacant land sales. A

map and photos of the comparable properties and my conclusions are given on the pages
following the table.
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COMPARABLE LAND SALES AND LISTINGS

COMPARABLE LAND SALES AND LISTINGS

Size Sale date Sale Price/ Zoning/ DOM/ Access/ Location/ Shape/
No. Location A.P.N. Sq. Ft. Doc.# Price Per Sq. Ft. Entitlements  SP % of LP Utilities  Improvements  Topography
Subject Highway 111 633-410-036, 472,626 N/A N/A CC &RM N/A Good Good Irregular
Indian Wells, CA 92210 039, 041 & 046 N/A No N/A To site Yes Level
City of Indian Wells
1 Hwy 111 - Indian Wells Crossing 633-310-005, 006, 011 628,035 3/7/2014 $2,940,000 CcC Unknown Similar Similar Similar
Indian Wells, CA 92210 016, 017, 020, 021, 023 $4.68 Similar Unknown Similar Inferior Similar
City of Indian Wells 633-410-012, 037, 045
2 S Palm Canyon Dr./Mesquite Ave 508-171-006 472,626 3/13/2014 $3,600,000 C1&R3 1,008 Similar Superior Similar
Palm Springs, CA 92262 513-250-046 $7.62 Similar 90.0% Similar Similar Similar
City of Palm Springs 513-250-047
3 Andreas Rd 508-055-007 250,470 1/7/2015 $1,500,000 Cu Unknown Inferior Inferior Similar
Palm Springs, CA 92262 508-055-008 $5.99 Similar Unknown Similar Superior Similar
City of Palm Springs 508-055-009
4 Kalmia Ct 600-430-001 to 502,682 7/117/2014 $2,300,000 RM Unknown Inferior Inferior Similar
Indio, CA 92201 600-430-066 $4.58 Similar Unknown Similar Similar Similar
City of Indio 66 parcels
5 Highway 111 674-490-026, 027, 028 568,458  12/30/2014 $3,580,000 C-G Unknown Similar Similar Similar
Rancho Mirage, CA 92270 031, 032, 033, 036, $6.30 Similar Unknown Similar Similar Similar
City of Rancho Mirage 037, 038, 039
6 NWC Hwy 111 & Mirage Cove Dr. 689-030-004 466,092 5/31/2013 $2,400,000 C-G 113 Similar Similar Similar
Rancho Mirage, 92270 689-030-005 $5.15 Similar 85.8% Similar Similar Similar

City of Rancho Mirage
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COMPARABLE LAND SALES AND LISTINGS LOCATION MAP
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Photos comparable vacant land sales

Vacant land comp. no. 1

Vacant land comp. no. 2

Vacant land comp. no. 3

Vacant land comp. no. 4

Vacant land comp. no. 5
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Sales comparison analysis

Ten basic elements of comparison should be analyzed in the sales comparison analysis. The
ten elements of comparison are the following?®:

1. Real property rights conveyed

2. Financing terms

3. Conditions of sale

4. Expenditures made immediately after purchase
5. Market conditions

6. Location

7. Physical characteristics

8. Economic characteristics

9. Use

10. Non-realty components of value

Each comparable property has been compared to the appraised property in terms of property
rights conveyed, financing, conditions of sale, market conditions, and physical characteristics
(location, size, access, zoning, shape, entitlements, utilities, site improvements, topography and
highest and best use). No adjustments are necessary for expenditures made immediately after
purchase, economic characteristic, and non-realty components of value. If a comparable is
superior to the subject in a particular category, it is adjusted downward according to the
magnitude of the superiority. Likewise, if the comparable is inferior to the subject in a particular
category, it is adjusted upward according to the magnitude of the inferiority.

The percentage adjustment is sometimes larger on parcels with a lower price per sq. ft.
compared to parcels with a higher price per sq. ft. However, the resulting monetary adjustments
are reasonable and supported. Where a percentage or dollar adjustment is found not to be
reasonable or quantifiable based on market evidence a qualitative analysis is utilized.

A discussion of the sales comparison process begins below. The discussion is followed by an
adjustment grid, showing a summary of the adjustments.

PROPERTY RIGHTS CONVEYED: This adjustment considers the differences in legal estate
(interest) conveyed in a given sales transaction. The interest transferred can reflect a variety of
rights that may affect the value of a property. The interest transferred can be defined in many
ways, ranging from fee simple estates to leasehold estates. Fee simple estates are the highest
form of ownership.

All of the sales transactions represent a purchase of fee simple estates. No adjustments are
necessary for property rights conveyed.

FINANCING: Financing affects real estate values as the availability of financing helps determine
the demand for real estate. In most cases, the cost and availability of financing have an inverse
relationship; high interest rates or limited availability of financing are usually accompanied by a
decrease in the demand for credit and/or real estate. This element is particularly significant in
sales involving non-market and/or seller financing.

3 Appraising Residential Properties (Appraisal Institute, Fourth Edition, Page 317)
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The definition of market value includes the assumption that payment is made in cash or its
equivalent, with no influence on price by favorable financing. All comparable sales sold for cash
or with market financing. Cash equivalency adjustments are not necessary.

CONDITIONS OF SALE: Adjustment for conditions of sale is justified when the circumstances
of a specific sale result in a price that is higher or lower than that of a normal market transaction.
This adjustment reflects the motivations of a buyer and seller in the transfer of real property.
Circumstances requiring adjustments for conditions of sale includes sales made under duress,
auctions, eminent domain transactions, and sales that were not arm’s-length. This adjustment is
also utilized for listings, negotiations, offers, and/or non-closed escrows (as appropriate). The
multiple listing service statistical report showed that the average parcel of land of this size in
subject’s market area sold for approximately 60-80% of the original listing price. Thus based
upon this information and my discussion with local listing realtors any current listing utilized in
this appraisal will have a minus 30% adjustment made for contract negotiations.

All comparable vacant land sales were considered arm's-length sales between unrelated parties
and no adjustments are necessary.

MARKET CONDITIONS: This adjustment reflects a market condition as of the comparables
date of sale versus the date of the value for the subject. It is necessary to reflect any change in
market conditions between a comparables date of sale and the date of value of the appraisal.
This adjustment is utilized to reflect changes in market conditions caused by inflation, deflation,
fluctuations in supply and demand, and other similar factors. For the past several years, my
office has studied sales data for improved properties and vacant land in several categories,
tracked the average sales and the median sales price, and computed overall monthly time
adjustments.

The residential market overview section in this report indicates that property values in the
subject market within the last 12 months have stabilized with an upward trend within the last 3
months. The current supply/demand for homes that can be built on subject in the future appears
to be in balance and the marketing times are 3-6 months. Although this analysis cannot be
applied directly to vacant land it appears that residential land values is beginning to stabilize
after continuously seeing a decline in residential land values up to mid-2012. This is supported
by the analysis of home sales the last eighteen-twenty four month for homes in subject’'s market
area.

The most recent statistics prepared by CoStar for the retail market indicate that the subject’s
trade area has an approximate vacancy rate of 8% for general retail space. The Coachella
Valley retail market has been affected significantly by the housing and overall economic
financial crisis as well as job losses in the region. As a result, retail vacancy rates over the last
3-5 years have increased and asking rental rates have declined. However, vacancy rates and
rental rates in general are starting to stabilize. Based on the information above vacancy rates
are stabilizing, which is positive. | have interviewed several knowledgeable retail brokers in the
subject's market area, they agree with that retail vacancy rates are starting to stabilize, and
rental rates are starting to stabilize in general. As such, these brokers as well as information
provided by the CoStar Group indicate that, since the beginning of 2012, retail vacancies have
increased slightly while retail rents in the Coachella Valley Submarket area have decreased.
However, they also concur with that the above factors reflect current weak market conditions for
retail space in this submarket. | expect that once the economy begins to recover even more
retail sales will improve and vacancy levels will further decline. Historically, vacancy levels have
fluctuated from the current high levels to well below 10%.

The most recent statistics prepared by CoStar for the office market indicate that the subject’s
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trade area has an approximate vacancy rate of 10% for office space in general. The Coachella
Valley office market has been affected significantly by the recent housing and overall economic
financial crisis as well as job losses in the region. As a result, office vacancy rates over the last
3-5 years increased and asking rental rates declined. Based on the information above vacancy
rates are decreasing slightly, which is positive. | have interviewed several knowledgeable office
brokers in the subject's market area, they concurs that office vacancy rates have decreased,
and rental rates are stabilizing in general. As such, these brokers as well as information
provided by the CoStar Group indicate that, since the beginning of 2013, office vacancies have
decreased slightly while office rents in the Coachella Valley Submarket area are starting to
stabilize. The above factors reflect the current relatively weak market conditions for office space
in this submarket. | expect that once the economy has recovered further office sales will
improve and vacancy levels will further decline. Historically, vacancy levels have fluctuated from
the current high levels to well below 10%.

Based on my analysis there is still an oversupply of lots/land in subject's market area, which
leads to longer marketing times and sales prices at lower price points. The market is also still
impacted by REO sales that leads to lower sales prices compared to if no REO sales were
impacting the market. Brokers interviewed during this and other assignments indicate that land
values in the market area appear to be stabilizing, but they also support my paired sales market
analysis that land sales that sold in 2013 and earlier has increased.

Comparable no. 1, 2, 3, 4 and 5 have sold between 03/07/2014 to 01/07/2015.

As such, these five comparable vacant land sales were dated less than seventeen months prior
to the date of this appraisal. On these sales time adjustments are in my opinion not warranted
since the rate of price increase does not warrant time adjustments. If time adjustments were
needed then the sales would all be low indicators of value and they are not.

Comparable no. 6 sold on 05/31/2013.

As such, these comparable vacant land sales were dated prior to 2014. On this sale, time
adjustments are in my opinion warranted since the rate of price increase does warrant time
adjustment. If time adjustment was not needed then this sale would be a right indicator of value
and it is not. An upward time adjustment of 20% has been made for this land sale based on
paired land sale analysis.

LOCATION: Adjustments for location consider the location of each comparable within its
respective market area as well as its surrounding land uses as compared to the subject. The
location adjustment is typically oriented toward the concept that properties closest to central
and/or homogeneously developed areas are superior to properties in outlying or mixed-use
areas. Factors that influence the location adjustment include the quality and density of
surrounding improvements and proximity to freeways, primary transportation arteries, business
centers, residential neighborhoods, and other commercial development. For example, land in a
neighborhood where rental rates are relatively high is more desirable than in neighborhoods
where rents are less.

An analysis of average sales price for residential homes or commercial properties can also
provide an indication of the direction of the adjustment and in some cases; a percentage
adjustment can be calculated based on the quality of the data. Paired sales analysis of
underlying land values for residential lots and commercial lots can also provide an indication of
the direction of the adjustment and in some cases, a percentage adjustment can be calculated
based on the quality of the data. An analysis of the economic base can also provide useful
information about the direction of the location adjustment. Based on my drive by inspection of
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the comparable sales and listings, an analysis of average sales prices for residential properties
and commercial properties in each comparable sales or listings market area and an analysis of
the economic base in each comparable sale or listings market area, | have concluded the
following. The subject’s Indian Wells location is considered good.

Comparable no. 1 is located in the City of Indian Wells adjacent to subject parcel and is
considered similar in terms of specific location compared to subject. This is based on an
analysis underlying land values, average sales prices in the immediate neighborhoods and the
proximity to central and homogeneously developed areas. As such, no adjustment is needed on
this comparable.

Comparable no. 2 is located in the City of Palm Springs and is considered superior in terms of
specific location compared to subject. This is based on an analysis underlying land values,
average sales prices in the immediate neighborhoods and the proximity to central and
homogeneously developed areas. In addition, it is located on a major thoroughfare S. Palm
Canyon Drive that according to local brokers | talked to stated that the Palm Springs commercial
land values currently is selling for higher prices per square foot than the rest of the Coachella
Valley commercial vacant land market. As such, a downward qualitative adjustment has been
made on this comparable.

Comparable no. 3 is located in the City of Palm Springs and is considered inferior in terms of
specific location compared to subject. This is based on an analysis underlying land values,
average sales prices in the immediate neighborhoods and the proximity to central and
homogeneously developed areas. In addition, it is not located on a major thoroughfare like S.
Palm Canyon Drive and Highway 111. As such, an upward qualitative adjustment has been
made on this comparable.

Comparable no. 4 is located in the City of Indio and is considered inferior in terms of specific
location compared to subject. This is based on an analysis underlying land values, average
sales prices in the immediate neighborhoods and the proximity to central and homogeneously
developed areas. In addition, it is not located on a major thoroughfare like S. Palm Canyon
Drive and Highway 111. As such, an upward qualitative adjustment has been made on this
comparable.

Comparable no. 5 and 6 are located in the City of Rancho Mirage and are considered similar in
terms of specific location compared to subject. This is based on an analysis underlying land
values, average sales prices in the immediate neighborhoods and the proximity to central and
homogeneously developed areas. In addition, it is located on a major thoroughfare Highway 111
like subject property is. As such, no adjustment is needed on these comparable’s.

LAND AREA - NO OF SQ. FT. (SIZE OF THE LAND): Typically, smaller sites/projects sell for
a premium as compared to larger sites/projects. First, larger parcels generally have a higher
cost of infrastructure and off-site improvements than small in-fill sites, which means the buyers
tend to discount larger sites in contemplation of the costs they will absorb in developing them.
Second, smaller in-fill parcels in neighborhoods where development is mature are simply
scarcer. Third, there are generally more potential buyers for smaller in-fill sites. All of these
factors generally result in higher purchase prices on per square foot or per acre basis for small
sites.

However, a larger site/project allows for a greater distribution of “common area costs” including
development costs, off-site utilities, etc. In addition, a larger site/project affords economies of
scale for management, marketing, etc. As a result, it is possible for a small site/project to have
diseconomies of scale that result in a discount to their value.
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To calculate the adjustment for land size | identified land sales that can be used as basis for a
paired land sales analysis. Based on these paired sales analysis the following adjustments have
been made.

Comparable land sale no. 1, 4 and 5 are considered being inferior in land size per square foot
and as such have been adjusted upward with $1.60, $0.31 and $0.99 per square foot
respectively.

Comparable no. 3 and 6 are considered being superior in land size per square foot and as such
should be adjusted downward with $2.29 and $0.07 per square foot respectively.

Comparable no. 2 is considered being similar in land size per square foot and as such should
not be adjusted.

The upward adjustment of $1.60 on comparable land sale no 1 has been calculated as follows.
628,035 square feet (comparable no. 1 land size) minus 472,626 square feet (subject land size)
equals 155,409 square feet multiplied with $0.0000103 (factor per paired land sale analysis)
equals $1.60 per square foot (rounded). Each of the other comparables has been calculated
using the same technique.

VISIBILITY/ACCESS/FRONTAGE TYPE: Land with superior access such as close proximity to
freeways and easy access from the main road and visibility such as corner lots generally
command a higher market value for the draw of business etc.

All comparable land sales except comparable no. 3 and 4 are similar in terms of visibility,
access and frontage type compared to subject. No adjustments are necessary for visibility,
access and frontage type compared to subject for these four comparable sales.

Comparable no. 3 and 4 is considered inferior in terms of visibility, access and frontage type
compared to subject. As such, an upward qualitative adjustment has been made on these
comparable’s.

ZONING: Subject is presently zoned CC and RM (see zoning regulations enclosed in the
addendum to this report). Subject can be re-zoned to commercial. The Medium Density
Residential (RM) designation allows primarily for detached single-family units. The maximum
density is 7 dwelling units per acre. The Community Commercial (CC) designation allows for a
variety of commercial uses including hotel/resort complex, retail, office, restaurants etc. (see
addendum to this report).

Comparable no. 1 is zoned CC — Community Commercial with a maximum building floor area
ratio of 0.75. This zoning is considered similar compared to subject. As such, no adjustment is
needed on this comparable.

Comparable no. 2 is zoned C1 — Retail Business Zone and is intended as a business district,
primarily retail business in character, with related hotels, service, office, cultural and institutional
uses with no requirements related to coverage. Comparable no. 2 is also zoned R3 — multiple-
family residential and hotel zone and is intended to provide for the development of high-density
apartments, hotels and similar permanent and resort housing and certain limited commercial
uses directly related to the housing facilities. The maximum density is minimum of two thousand
(2,000) square feet of net lot area for each dwelling unit in a multiple-family complex. This
zoning is considered similar compared to subject. As such, no adjustment is needed on this
comparable.
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Comparable no. 3 is zoned CU — Civic Uses District Zone and is intended to accommodate
governmental uses, facilities, services, and incidental uses necessary to support governmental
facilities with no requirements related to coverage. This zoning is considered inferior compared
to subject. As such, an upward qualitative adjustment has been made on this comparable.

Comparable no. 4 is zoned RM — Residential Medium District and allows for a range of
detached and attached single family units and low intensity multi-family residential units with a
maximum density of 6 dwelling units per acre. This zoning is considered inferior compared to
subject. As such, an upward qualitative adjustment has been made on this comparable.

Comparable no. 5 is zoned C-G — General Commercial Zone and is applied to areas
appropriate for a variety of smaller commercial centers, specialty retail shops, including, but not
limited to, a broad range of specialty retail shops, clothing and apparel, jewelry stores, and
personal service businesses on sites generally two to eight acres in size. The maximum lot
coverage is 35%. This zoning is considered similar compared to subject. As such, no
adjustment is needed on this comparable.

Comparable no. 6 is zoned C-G — General Commercial Zone and is applied to areas
appropriate for a variety of smaller commercial centers, specialty retail shops, including, but not
limited to, a broad range of specialty retail shops, clothing and apparel, jewelry stores, and
personal service businesses on sites generally two to eight acres in size. The maximum lot
coverage is 35%. This zoning is considered similar compared to subject. As such, no
adjustment is needed on this comparable.

SHAPE (CONFIGURATION): This adjustment considers the physical shape of the land sales as
compared to subject. Sites that are very irregular in shape tend to have less overall
development potential. Therefore, sites that are irregular in shape would sell for less than a
similar sized site that has a regular shape. Subject is rectangular.

All comparable’s are similar in shape compared to subject. As such, no adjustments are
necessary for shape compared to subject for these six comparable land sales.

ENTITLEMENTS: Sites that are not entitied/no development approvals are definitely inferior to
sites with entittement and approvals in place. This is due to the uncertainty surrounding the
ultimate development density and the longer period before development can be undertaken.
Also included in the entitlement process are substantial costs for engineering, environmental
studies and preliminary architectural plans etc. Reflecting this, most buyers will apply a discount
to a parcel that does not have an established allowable density permitted.

All comparables are considered similar in terms of entitlements compared to subject. Therefore,
no adjustments have been made for entitlements on these comparables.

UTILITIES: Sites that are not improved with utilities (water, sewer, gas, electricity, cable and
telephone) are definitely inferior to sites with all utilities in place. This is because a buyer would
have to incur these costs and work and as such, it would take longer time before development
can be undertaken. Reflecting this, most buyers will apply a discount to a parcel that does not
have all or partly utilities in place. A site wherein utilities are in place is more valuable than a raw
site.

The subject land has all necessary utilities to site.

All comparable’s are considered being similar in utility availability therefore no adjustment is
indicated for these comparable’s.

44



SITE IMPROVEMENTS: Sites that are vacant, not graded, have no fencing, no
curb/gutter/sidewalks and no other improvements or structures are inferior to sites with these
improvements in place. This is because a buyer would have to incur these costs and work and
as such, it would take longer time before development can be undertaken. Reflecting this, most
buyers will apply a discount to a parcel that does not have these improvements in place. A site
where these improvements are in place is more valuable than a raw site. Subject site has most
off-site improvements in place.

All comparable’s except comparable no. 1, 2, 3 and 6 are considered similar in terms of site
improvements compared to subject. As such, these four comparables have not been adjusted.

Comparable no. 1, 2 and 6 are raw land parcels with no site improvements in place. This is
considered inferior compared to subject. As such, an upward qualitative adjustment has been
made on these comparable’s.

Comparable no. 3 is a parking lot with site improvements in place. This is considered superior
compared to subject. As such, a downward qualitative adjustment has been made on this
comparable.

TOPOGRAPHY: A site with severe topography (Rolling, Sloping, Undulating etc.) can escalate
development costs, reduce usable area, and restrict development. Conversely, a level site does
not allow for varying elevations and removes any view amenity. Subject site is essentially level.

All comparable’s are considered having sites that are similar in topography compared to subject
property therefore no adjustment is indicated for these comparable’s.

HIGHEST & BEST USE: Normally to qualify as comparables, the highest and best use of the
properties should be very similar, if not the same, as that of subject property. If comparables are
scarce, comparable properties with a different current use or highest and best use may be
analyzed and the sales prices may be adjusted accordingly. Quantitative adjustments for
differences in highest and best use are difficult to support. For that reason, qualitative
adjustments are used almost always in this category. In the valuation of vacant land, zoning is
one of the primary determinants of the highest and best use of the property because it serves as
the test of legal permissibility. Thus, zoning or the reasonable probability of a zoning change is
typically a primary criterion in the selection of market data. When comparable properties with
the same zoning as the subject are lacking or scarce, parcels with slightly different zoning but a
highest and best use similar to that of the subject property may be used as comparable sales.
These sales may have to be adjusted for differences in utility if the market indicates that this is
appropriate. On the other hand, a difference in the uses permitted under two Zzoning
classifications do not necessarily require adjustment if the parcels have similar potential.

All comparable’s except comparable no. 3 and 4 are considered having sites that have similar
highest and best use compared to subject property, therefore no adjustment is indicated for
these comparable’s.

Comparable no. 3 and 4 is considered inferior in terms of highest and best use. As such, an
upward qualitative adjustment has been made on these comparable’s.

Any consideration for adjustment related to zoning has been taken into consideration above
under the qualitative adjustments for differences in zoning.
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Land Sale Comparability Adjustment Grid

The relative similarity of a comparable to the subject is expressed through a percentage
adjustment or a dollar adjustment. In some cases, adjustments are derived from quantifiable
data (e.g., cash equivalency, cost to finish land, etc.) These are expressed in dollar
adjustments. However, in most instances, the adjustments involve the appraiser's judgment.
These are expressed in percentages. Percentages are intended to reflect the magnitude and
direction of the adjustment and should not be construed as a precise mathematical calculation
based on quantifiable market evidence. In most instances, the large numbers of elements (or
variables) that influence value in a real property transaction make it mathematically difficult to
isolate and quantify a particular element's impact on the final price or rent. Where a percentage
or dollar adjustment is found not to be reasonable or quantifiable based on market evidence a
qualitative analysis is utilized. The Sale Properties Comparability Adjustment Grid is shown on
the following page.
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Land Sale Comparability Adjustment Grid

ADJUSTMENT GRID - COMPARABLE LAND DATA

Element of Comparison No. 1 No. 2 No. 3 No. 4 No. 5 No. 6
Price per sq. ft. $4.68 $7.62 $5.99 $4.58 $6.30 $5.15
Property rights conveyed 0% 0% 0% 0% 0% 0%

Adjustment $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Adjusted price per sq. ft. $4.68 $7.62 $5.99 $4.58 $6.30 $5.15
Financing 0% 0% 0% 0% 0% 0%

Adjustment $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Cash equivalent price per sq. ft. $4.68 $7.62 $5.99 $4.58 $6.30 $5.15
Conditions of sale 0% 0% 0% 0% 0% 0%
Adjustment $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Adjusted price per sq. ft. $4.68 $7.62 $5.99 $4.58 $6.30 $5.15
Exp. Made after purchase 0% 0% 0% 0% 0% 0%
Adjustment $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Adjusted price per sq. ft. $4.68 $7.62 $5.99 $4.58 $6.30 $5.15
Market conditions (time) 0.0% 0.0% 0.0% 0.0% 0.0% 20.0%
Adjustment $0.00 $0.00 $0.00 $0.00 $0.00 $1.03
Adjusted price per sq. ft. $4.68 $7.62 $5.99 $4.58 $6.30 $6.18
Physical characteristic
Location Similar  Superior Inferior Inferior Similar Similar
Adjustment None Downward Upward Upward None None
Land size - No of sq. ft. Inferior Similar Superior Inferior Inferior Superior
Adjustment $1.60 $0.00 -$2.29 $0.31 $0.99 -$0.07
Visibility/Access/Frontage Similar Similar Inferior Inferior Similar Similar
Adjustment None None Upward Upward None None
Zoning Similar Similar Inferior Inferior Similar Similar
Adjustment None None Upward Upward None None
Shape Similar Similar Similar Similar Similar Similar
Adjustment None None None None None None
Entitlements Similar Similar Similar Similar Similar Similar
Adjustment None None None None None None
Utilities Similar Similar Similar Similar Similar Similar
Adjustment None None None None None None
Site Improvements Inferior Inferior Superior Similar Similar Inferior
Adjustment Upward Upward Downward None Upward Upward
Topography Similar Similar Similar Similar Similar Similar
Adjustment None None None None None None
Highest & Best Use Similar Similar Inferior Inferior Similar Similar
Adjustment None None Upward Upward None None
Overall qualitative adjustment Inferior  Superior Inferior Inferior Similar Inferior
Overall adjustment Upward Upward Upward Upward None Upward
Adjusted price per sq. ft. before
qualitative adjustments $6.28 $7.62 $3.70 $4.89 $7.28 $6.11
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Sales comparison approach conclusion

The adjusted prices per sq. ft. before qualitative adjustments for physical characteristics range
from $3.70 to $7.62 and average $5.98 per sq. ft.. The subject is located in the City of Indian
Wells. Comparable no. 2 and 3 are located in the City of Palm Springs. Comparable no. 4 is
located in the City of Indio. Comparable no. 5 and 6 are located in the City of Rancho Mirage.

Most weight was given comparable no. 5, as this was the most similar sale with the least
amount of qualitative adjustments. Based on the adjusted price per sq. ft. before qualitative
adjustments subject’s concluded value lies between $6.28 and $7.62 per sq. ft. with equal
weight given to comparable no. 1 and 6 that have one qualitative adjustment related to site
improvements and comparable number 2 that have two qualitative adjustments. Comparable
no. 2’s superior qualitative adjustment is considered larger than comparable no. 2’s inferior
qualitative adjustment.

Comparable no. 3 is inferior in 4 out of 9 physical characteristics categories and is superior in 1
out of 9 physical characteristics categories, where qualitative adjustments apply. Comparable
no. 4 is inferior in 4 out of 9 physical characteristics categories where qualitative adjustments
apply. These two comparables were given least weight. These two comparables were primarily
used to demonstrate that residential and civic use zoned land sells for less than true commercial
land, which also supports that the highest and best use for subject property is concluded to be
for some form of commercial use.

Based on my investigation and analysis of the data gathered with respects to this assignment
and considering all quantitative and qualitative adjustments, | conclude the following. Market
value of the fee simple interest in the subject’s 472,626 sq. ft. of land as if vacant land under the
sales comparison approach is $7.00 per sq. ft., or a total of $3,090,000 ($7.00/sq. ft. x 441,263
sq. ft. rounded adjusted for site utility on APN#633-410-046, which is non-usable land located in
the White Water River channel. 472,626 sq. ft. (10.85 acres) minus 31,363 sq. ft. (0.72 acres -
APN#633-410-046) or 441,263 sq. ft. (10.13) acres are usable land. The concluded market
value of $7.00 per sq. ft. corresponds to $305,000 per acre ($7/sq. ft. multiplied by 43,560 sq. ft.
rounded). The concluded value per acre including the non-usable land of 0.72 acres is $285,000
($3,090,000 divided by 10.85 acres rounded).

CONCLUDED LAND VALUE

Based on the facts, assumptions and procedures outlined in this report, it is my opinion that the
market value of the property, as of August 31, 2015, is:

As Is vacant land value $3,090,000

My valuation is expressly subject to this report’s Limiting Conditions. The valuation of the
property appraised and forecast made herein are based upon economic, physical and
governmental conditions prevailing as of the date of value. The valuation and forecasts
represent my opinions and | make no warranties or representations that the forecasts will
materialize and assume no responsibility for changes in these conditions, which may affect the
opinions herein, stated occurring at some date after this report’s date of value.
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ADDENDUM

CERTIFICATION

| certify that, to the best of my knowledge and belief:
The statements of fact contained in this report are true and correct.

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

| 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.

| have performed no services, as an appraiser or in any other capacity, regarding the property that is the subject of
this report within the three-year period immediately preceding acceptance of this assignment.

| have no bias with respect to the property that is the subject of this report or to the parties involved with this
assignment.

My engagement in this assignment was not contingent upon developing or reporting predetermined results.

My compensation for completing this assignment is not contingent upon the development or reporting of a
predetermined value or direction in value that favors the cause of the client, the amount of the value opinion, the
attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended use of this
appraisal.

My analysis, opinions, and conclusions were developed, and this report has been prepared, in conformity with the
Uniform Standards of Professional Appraisal Practice (“USPAP").

As previously identified in the Scope of Work section of this report, the signer of this report certify that | have made a
personal inspection of the property that is the subject of this report.

No one provided significant real property appraisal assistance to the person signing this certification.

The reported analysis, 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.

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

As of the date of this report, | have completed the continuing education program for Designated Members of the
Appraisal Institute.

X A G

Certified General Real Estate Appraiser, CA
License#AG033959; Expires 05/06/2016
Signed by: Thomas Kjaergaard
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ASSUMPTIONS AND LIMITING CONDITIONS

The Code of Professional Ethics and the Standards of Professional Practice of the Appraisal
Institute require that all assumptions and limiting conditions that affect the analysis to be clearly
and accurately set forth. To assist the reader in interpreting this report, the primary assumptions
and limiting conditions affecting the analysis of the subject are set forth below. Other
assumptions and conditions may be cited in relevant sections of the report.

Accuracy of Data

The acceptance of this report and its use by the client in any manner whatsoever or for any
purpose is acknowledgment by him that this report is a satisfactory professional product, and that
he has personally read the report, and specifically agrees that the data herein is accurate to the
best of the appraiser's ability.

Maps, plats, and exhibits included herein are for illustration purposes only as an aid in
visualizing matters discussed within the report. They should not be considered as surveys or
relied upon for any other purpose, nor should they be removed from, reproduced, or used apart
from this report.

The appraiser has made no engineering survey. Except where specifically stated, data relative
to size and area was taken from sources considered reliable. If the areas are found to be
incorrect and a more definitive estimate becomes available, | reserve the right to amend my
opinion of value.

If applicable, all or any personal property, fixtures, or intangible items were identified and
separately valued and the impact of their inclusion or exclusion was discussed and analyzed.

Information and data furnished by others is assumed true, correct and reliable. When such
information and data appears to be dubious and when it is critical to the appraisal, a reasonable
effort has been made to verify all such information; however, the appraiser assumes no
responsibility or warranty for its accuracy.

Any proposed improvements are assumed to have been completed unless stipulated otherwise
in this report; any construction is assumed to conform to the building plans and/or improvement
descriptions included in this report. Proposed or under construction programs frequently require
changes in design, layout, dimensions or use. Should the premises described in this report
necessitate such changes, my final estimate of value is not applicable.

If applicable any forecast, projections, or operating income and expense estimates contained
herein are based upon current market conditions, anticipated short-term supply and demand
factors, and a continued stable economy as of the effective date of value. These forecasts are,
therefore, subject to changes in future conditions.

It is assumed that data related to ownership and legal description as obtained from public
records or as furnished is correct.

Hidden Conditions

The appraiser assumes that there are no hidden or apparent conditions of the subject, sub-soil,
structures, or other improvements, if any, which would render the property more or less
valuable. | assume that all the building systems, including electrical, mechanical, and plumbing,
are in good operating condition. Your appraiser has not inspected these systems nor is he
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qualified to comment on the condition of the systems. The appraiser assumes no responsibility
for such conditions or for the hiring of qualified experts to discover such conditions. An expert in
these fields should be retained for an inspection.

This valuation is based upon the premise that there are no hazardous materials or toxic wastes
within the soils, structures, or other improvements. | have no knowledge of any circumstances,
including hazardous materials, toxic wastes, or other residues that may exist within or adjacent
to the subject that would prevent or impair development of the land to its highest and best use
or otherwise affect this valuation. The appraiser is not qualified to detect such substances. The
existence of potential hazardous waste material may have an effect on the value of the property.
Should the client have concern over the existence of such substances on the property, |
consider it imperative for the client to retain the services of a qualified, independent engineer or
contractor to determine the existence and extent of hazardous materials, as well as the cost
associated with any required or desirable treatment or removal thereof. An adjustment in this
valuation may be required, should future studies reveal the existence of hazardous materials
and/or toxic substances within or adjoining the appraised property,.

Except as noted, this analysis assumes the land free of adverse soil conditions, which would
prohibit development of the property to its highest and best use.

Date of Value and Future Conditions

The date of value to which the conclusions and opinions expressed in this report apply is given
in this reports letter of transmittal. Further, the dollar amount of any value opinion herein
rendered is based upon the purchasing power of the American dollar existing on that date.

The valuation of the property appraised and forecast made herein are based upon economic,
physical, and governmental conditions prevailing as of the date of value. The valuation and
forecasts represent my opinions and | make no warranties or representation that the forecasts
will materialize and assume no responsibility for changes in these conditions, which may affect
the opinions herein, stated occurring at some date after this report’s date of value.

The appraiser reserves the right to make such adjustments to the analyses, opinions, and
consideration of additional data or data that are more reliable that may become available.

The client-addressee should carefully review all assumptions, data, relevant calculations, and
conclusions within 15 days after the date of delivery of this report and should immediately notify
ADK Appraisal Services of any questions or errors. If any correction to the report is requested
after the 15-day period, the client will be billed at my prevailing hourly rate.

Additional work requested by the client beyond the scope of this assignment will be billed at my
prevailing hourly rate. Preparation for court testimony, update valuations, additional research,
depositions, travel, or other proceedings, will be billed at my prevailing hourly rate, plus
reimbursement of expenses.

Arbitration

Use of or reliance upon this appraisal shall be deemed acceptance that any dispute or claim
made with respect to this report shall be submitted to and resolved in accordance with the rules
of the American Arbitration Association for arbitration, and the decision of the Association shall
be binding. Judicial action to collect the fee for this report shall not be a waiver of the right to
have any other dispute so decided through arbitration. All appraisal services pursuant to this
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report shall be deemed to be contracted for and rendered in Riverside County, California, and
any arbitration or judicial proceedings shall take place in Riverside County, California.

Disclosure

This report (“Blue Ink” signature originals only) is made for the client to whom it is addressed
and is delivered to the client on the condition that it is to be used by said client only for the
purpose stated in the report. No reliance is to be placed on this report for any other purposes
nor shall it be published, distributed or shown to other parties except to the party to whom the
report is addressed.

Without the prior written consent and approval of the author, no part of the contents of this
report, especially any conclusions as to value, the identity of the appraisers or the firm with
which they are connected, shall be disseminated to the public through advertising media, public
relations media, news media, sales media, or any other public means of communication.

In the event that the Appraiser is subpoenaed for the deposition or judicial or administrative
proceeding and is ordered to produce the appraisal report and files, Appraiser shall immediately
notify the Client. Appraiser shall appear at the deposition or judicial or administrative hearing
with the appraisal report and files and answer all questions unless Client provides Appraiser
with legal counsel who instructs Appraiser not to answer certain questions. It shall be the
responsibility of the Client to obtain a protective order.

In addition to the fee for this assignment, you agree to compensate me of a rate to be mutually
agreed to, for any time expended by me

e should | be required (by subpoena or otherwise) or requested by you, your
representatives or other entity to become involved in any litigation, or legal proceeding in
any way involving this engagement to which | am not a party, the appraisal work |
produce or the property which is the subject of this assignment.

¢ You also agree to pay, on demand, all expenses, which | incur in connection with any
litigation or proceedings including the fees of my attorneys.

This report shall be used only in its entirety and no part shall be used in conjunction with any
other study and is invalid if so used.

The distribution of the total valuation in this report between land and improvements applies only
under the stated program of utilization. The allocations of value for land and improvements must
not be used in conjunction with any other appraisal and are invalid if so used.

The form, format, and phraseology utilized in this report except the Certification, and Terms and
Definitions, shall not be provided to, copied, or used by, any other real estate appraiser, real
estate economist, real estate broker, real estate salesperson, property manager, valuation
consultant, investment counselor, or others, without the written consent and approval of Thomas
Kjaergaard.

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 ADK Appraisal Services
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
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scope of the real estate appraisal/consulting profession if so desired.

It is assumed that the reader or user of this report has been provided with copies of available
buildings plans, all leases, a title report, covenants, conditions and restrictions and amendments, if
any, encumbering the subject.

You acknowledge that | am being retained hereunder as an independent contractor to perform
the services described herein and nothing in this agreement shall be deemed to create any
other relationship between us. This assignment shall be deemed concluded and the services
hereunder completed upon delivery to you of the appraisal report discussed herein.

Legal Conditions

No opinion are intended to be expressed for matters, which require legal expertise or
specialized investigation or knowledge beyond that customarily employed by real estate
appraisers even though such matters may be mentioned in the report. It is assumed that there
are no hidden or unapparent legal conditions of the property, which render it more or less
valuable. No responsibility is assumed for such conditions or for the arranging of studies that
may be required to discover them.

No opinion as to title is rendered. Title is assumed marketable, free, and clear of all liens and
encumbrances, easements and restrictions including private deed restrictions. Any liens and
encumbrances that now exist have been discharged, and the property has been analyzed as
though free of indebtedness unless otherwise stated.

It is assumed that there are no encroachments of real property improvements, zoning or other
violations of any regulations affecting the subject.

A premise of this report is that there is full compliance with all applicable federal, state, and local
environmental regulations and laws unless noncompliance is stated, defined, and considered in
this analysis.

It is assumed that all applicable zoning and use regulations and restrictions have been complied
with, unless nonconformity has been stated, defined and considered in the appraisal report.

It is assumed that all required licenses, consents, or other legislative or administrative authority
from any local, or national governmental or private entity or organization have been or can be
obtained or renewed for any use on which the value estimate contained in this report is based.

No opinion is expressed as to the value of subsurface oil, gas, or mineral rights or whether the
property is subject to surface entry for the exploration or removal of such materials except as is
expressly stated.

Your appraiser shall not be required because of this appraisal to give testimony or to attend in
court or any governmental or other hearing with reference to the subject without prior
arrangements having first been made with the appraiser relative to such additional employment.

Investigation of the property’s history is confined to; examination of recent transactions or

changes in title or vesting, if any, and does not include a “use search” of historical property
utilization.
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Under no circumstances whatsoever shall the company's or the appraiser's liability exceed the fee
actually collected for this report, and then only in case of a gross error which would have materially
affected the appraiser's value opinion as of the date of valuation.

Management

The property is appraised assuming it to be under responsible ownership and competent
management, and available for its highest and best use.

Americans with Disabilities Act of 1990

Unless otherwise stated in the appraisal, compliance with the requirements of the Americans
with Disabilities Act of 1990 (ADA) has not been considered in arriving at the opinion of value
stated in the appraisal. Failure to comply with the requirements of the ADA may negatively
affect the value of the property. ADK Appraisal Services recommends that an expert in this field
be employed.

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, |
have not made a specific compliance survey and analysis of this property to determine whether
it is in conformity 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 does not comply with one or more of the requirements of the
Act. If so, this fact could have a negative effect upon the value of the property. Since | have no
direct evidence relating to this issue, | did not consider possible non-compliance with the
requirements of ADA in estimating the value of the property.
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APPRAISER QUALIFICATIONS

QUALIFICATIONS

Of
Appraisal
Institule .
/ MAI|SRA A Thomas Kjaergaard, MAI, SRA
Professional Background
2011 - Founder & Owner, ADK Appraisal Services. A Valuation Services Practice company specializing in

appraising commercial and residential real estate, valuing smaller and medium sized businesses
and other related services. Thomas Kjaergaard, MAI, SRA.

2003 - 2011 Founder, Owner & CEO HKA Valuation Services, Inc. A Valuation Services Practice company
specializing in valuing smaller and medium sized businesses, commercial and residential real
estate, and other related services.

1993 — 2003 Corporate Executive, Senior Vice President, Group Tax Director & Corporate Structure for the GN
Great Nordic Group. A diversified telecommunications, information, technology and hearing
healthcare company headquartered in Denmark and listed on the Copenhagen Stock Exchange.
One of the largest companies in Denmark and among the 20 most traded and liquid shares on the
Copenhagen Stock Exchange. Responsible for all M&A (mergers & acquisitions), finance, tax and
corporate/legal structure matters worldwide. From 1993-2001 the GN Great Nordic group increased
its revenues from 200 Million USD to 1 Billion USD, increased the number of affiliates from 60 to
160 and increased the number of employees from 1.600 to approximately 6.200.

1989 — 1993 Senior Manager for a Danish CPA firm J. Eilvig. Auditor and international tax adviser with a broad
range of clients

1983 — 1989 Senior Manager for a Danish CPA firm F. Bjerglund Andersen. Auditor and international tax adviser
with a broad range of clients

State Certification Numbers

State of California: Real Estate Broker; License#; 01410667; Expires: 06/11/16
State of California: Certified General Real Estate Appraiser; License#; AG033959
Expires: 05/06/16

Educational Activities

2014 Thomas Kjaergaard, MAI, SRA. MAI & SRA Designated Member of the Appraisal Institute.
2003 - Appraisal and Real Estate Brokers courses and exams:
e Case Studies in Appraising Green Residential Buildings, 2015
Introduction to Green Buildings: Principles & Concepts, 2015
Residential & Commercial Valuation of Solar, 2015
General Demonstration Report-Capstone Program, 2014
MAI General Comprehensive Exam, 2014
Advanced Residential Applications and Case Studies Part 1, 2014
Advanced Residential Report Writing Part 2, 2014
General Demonstration Report Writing, 2013
Advanced Concepts and Case Studies, 2013
Residential Equivalency Exam, 2013
Residential Market Analysis and Highest and Best Use, 2013
Business Practices and Ethics, 2009, 2013 (one time every five years period with Al)
Advanced Income Capitalization, 2013
Laws and Regulations for CA Appraisers, 2012 (one time every four years period)
Introduction to Regression Analysis for Appraisers, 2012
Understanding the Uniform Appraisal Dataset, 2011
Introduction to Residential Green Building for Appraisers, 2011
REO and Short Sale Appraisal Guidelines, 2011
Real Estate Fraud-Current Trends, 2011
Agency Relationship, Duties & Disclosure, 2007, 2011
Ethics, Professional Conduct & Legal Aspects, 2007, 2011
Trust Fund Handling, 2007, 2011
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1996 - 1997
1990 - 1995

1992

1988 - 1990
1984 - 1988

Experience

Fair Housing, 2007, 2011

Financing Options to Increase Sales, 2007, 2011

Protect Yourself and Your Clients, 2007, 2011

Risk Management, 2007, 2011

Professional/Expert Witness, 2010

Assessment Appeal Appraisal, 2010

GIS Resources for Appraisers, 2010

Risky Business: Ways to Minimize Liability, 2010

Certified General Real Estate Appraiser Exam, 2010

OREA Update and Appraisal Deficiencies, 2009

Qualitative and Quantitative Adjustment Techniques, 2009

FHA Myth and Truths, 2009

Real Estate Finance Statistics and Valuation Modeling, 2009
General Market Analysis & Highest and Best Use, 2009

General Appraiser Report Writing and Case Studies, 2009
General Appraiser Site Valuation & Cost Approach, 2009
General Appraiser Sales Comparison Approach, 2009
Analyzing Sales Contracts, 2009

Billboard and Land Lease Analysis on Tribal Lands, 2009
California Laws and Regulations, 2007

What clients would like their appraisers to know and how to meet your client’s expectations, 2006
Prepare the new URAR, 2005

Licensed Appraiser Exam, 2005

Paperless Office Techniques, 2004

Form Filling Essentials, 2004

Agency Compliance with URAR, 2004

Avoiding Liability as a Residential Appraiser, 2004

Income Property Analysis and URAR, 2004

Real Estate Brokers Exam, 2004

Real Estate Office Administration, 2004

Trainee License, 2004

Real Estate Sales Person Exam, 2003

Home Inspection, 2003

Math and regulations for appraisers, 2003

Fundamentals of Real Estate Appraisals, 2003

Legal considerations in appraisal, 2003

Real Estate Economics, 2003

USPAP (7 hour course), 2005, 2007, 2008, 2010, 2012, 2015
USPAP (15 hour course), 2003

Business Law, 2003

Real Estate Principles, 2003

Real Estate Finance, 2003

Legal Aspects of Real Estate, 2003

e Real Estate Practice, 2003

GN Great Nordic’'s Corporate Executive management program
The Master of Science Degree in Business Economics and Auditing (Cand.merc.aud.) from
Copenhagen Business School. This was the final degree for the Danish CPA education.
Received the license as Danish Registered Auditor.

Post graduate studies as prerequisite for the Danish CPA program.
The Bachelor of Commerce Degree (HD) from Copenhagen Business School. (Corresponding to
the B. Com. Degree of London School of Economics and Political Science).

Real estate appraisals in California including apartment buildings, motels/hotels, manufactured homes, tract
homes, custom homes, proposed construction, commercial, office, retail and industrial property, vacant fee
simple and leased land, subdivisions, golf courses, mobile home parks etc. | am FHA approved. | am
currently certified in accordance with the Appraisal Institution and the California Bureau of Real Estate
Appraisers continuing education program. As of the date of this report, | have completed the continuing
education program for Designated Members of the Appraisal Institute.
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In the past, | developed a unique international network and experience traveling to more than a hundred countries. |
speak and/or understand English, Danish, German, Swedish, Norwegian, Russian, and French. | managed the
acquisition and disposition of over sixty companies worldwide on behalf of GN Great Nordic. Negotiated and closed
one of the largest deals in Europe. In the US, negotiated and closed numerous acquisitions within the headset, fiber
optic and hearing aid industry including the acquisition of Resound, Beltone (two of the largest manufacturers of
hearing aids in the world), ACS, UNEX, Jabra and Hello Direct (companies that made Netcom the largest
manufacturer of headsets in the world). These acquisitions included real estate, subleases, assignment of
leases etc. all over the world. The combined transaction value of all the acquisitions over the years was in
total app. USD 5 Billion. The acquisitions also included the following:

. Financial, accounting, economic analysis and valuation of businesses (Discounted cash flow
analysis/NPV calculations etc.).

. Supervising, managing and preparing appraisals/valuations of intangible and tangible assets including
real estate, subleases, goodwill, customer base, patents, software rights, technical know-how,
technology, trademarks, trade names, in-process research and development, research and
development projects, net working capital, workforce-in-place, equity interests in companies etc.

. Preparation of budgets, budget control, forecasts etc. Group accounting in general (Quarterly and year-end
closings etc. for US parent and Danish Parent). US GAAP, IAS and Danish GAAP.

. Investment and financial planning optimizing cash flow from a business and tax perspective and foreign
currency management. Preparation of global strategy reports, management reports and business plans.

o Responsible for corporate/legal structure matters. Spin offs, mergers, incorporation of new subsidiaries,
branches and rep offices, liquidation/dissolving subsidiaries, branches and rep offices, share capital increases,
share capital decreases, managing inter-company agreements including loans and, implementing changes
related to our board of directors worldwide.

| developed a broad managerial experience by being the project manager responsible for projects involving between
fifty and a hundred people on acquisition related integrations, financial and tax planning projects. Developed
managerial experience with own department having the direct responsibility for supervising CEQO’s, CFQO’s, controllers
and, other financial staff in the group. Was the liaison/relationship partner for GN Great Nordic in its partnership with
BellSouth Corporation in connection with the joint investment in SONOFON (the second largest mobile operator in
Denmark); | served as a board member in several subsidiaries around the world including USA, UK, Spain, Italy,
Canada, Australia, Denmark, Sweden, Mexico, China and Hong Kong.
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ENGAGEMENT LETTER

=
INDIAN V" WELLS

CALIFORNIA L&
(on ™
INDIAN WELLS HOUSING AUHTORITY ob\e
SHORT-FORM SERVICES AGREEMENT el
(525,000 OR LESS) eal

l. PARTIES AND DATE. This Agreement is made and entered into this 12th day of Angust, 2015,
(“Effective Date”) by and between the Indian Wells Housing Authority, a California public body,
corporate and politic, with its principal place of business at 44-950 Eldorado Dirive, Indian Wells,
California 92210-7497 (“Authority”) and ADK Appraisal Services, a Sole Proprietership with fts principal
place of business at 76-947 Desi Drive, Indian Wells, CA 92210 (*Vendor™), The Authority and Vendor are
sometimes individually referred to as “Party™ and collectively as “Parties™ in this Agreement,

v TERMS AND CONIMTIONS, The Parties shall comply with the terms and conditions in the attached
Exhibit “A",

3. SCOPE AND SCHEDULE OF SERVICES, Vendor shall provide 1o the Authority Real Estate Appraisal
services described in sccordance with the schedule set forth in Exhibit “B”,

4 TERM. The term of this Agreement shall be from Asgust 12, 2015 to June 30, 2016, unless carlier
terminated as set forth in the attached Terms and Conditions. This Agreement may not extend bevond a
period of five (5) years, unless under the City's Fiscal Policies and Procedures this Agreement is exempt
from the five (3) year limitation,

5. COMPENSATION. Vendor shall receive compensation for services rendered under this Agreement
at the rates and schedule set forth in the attached Exhibit “C” but in no event shall Vendor's compensation
exceed Five Thousand Dollars (35,000) per fiscal vear (July | to June 30) without written amendment.

. INSURANCE. 1n accordance with Section 4 of Exhibit “A”, Vendor shall, at its expense, procure
and maintain for the duration of the Agreement such insurance policies as checked below and provide
proof of such insurance policies to the Authority. Vendor shall obtain policy endorsemenis on
Commercial General Liability Insurance that name Additional Insureds as follows: The City of
Indian Wells, Indian Wells Housing Authority, and their Directors, Board Members, Officials,
Dificers, Employvees, Agents and Volunteers,
Commercial General Liability Insurance:

] $1.000,000 per occurrence/S2,000,000 aggnepate.

[ $2.000,000 per occurrence/S4,000,000 aggregate.
Automobile Liability:

[ 51,000,000 combined single Hmit for bodily injury and property damage,
Workers' Compensation:

[0 Statwtory Limits / Employer's Liability $1,000,000 per accident or disease and a waiver of
subrogation in favor of the City of Indian Wells and Indian Wells Housing Authority.

Professional Liability (Errors and Omissions):

] Errors and Ownissions liability insurance with a limit of nof less than $1,000,000 per chaim,
1
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IN WITMESS WHEREOF, each of the Parties has caused this Agreement to be executed on the day and

vear first above written,

INDIAN WELLS HO AUTHORITY

David Gassaway
Assistant to the City Manager

Required for over S5,000;

By:

Wade G. McKinney
Executive Director
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INSERT NAME OF VENDOR

By: (é};—;” ‘;;ZI:?:’??

Thomas Kjaergaard, MAL SRA
Owner




2625 DOOOC I TET.2

EXHIBIT “A"
TERMS AND CONDITIONS

I, Compensation, Vendor shall be peld on o tme and
measerinls of hamp sum basis, o5 may be sel forth in Exhibis
L7, within 30 days of completion of the Work and approval
by the Authaekty.

I, Compliance with Law, Vendor shall comply with all
applicable laws and regulatians of the federl, stule and local
government,  Vendor shall assist the Authority, &5 requested,
in obtaining and mwinmining all permits required of Vendor
by Federal, Smie ond local regulntory agencies. Vendor is
responsible for ofl costs of clean wp andior removal of
hizaribous and loxic suhsinnees spilled as o resubt of his oc her
Wik,

3. Sundard of Care. The Vendor shall perform the Work in
mecordmnee with generally secepled prafessionnl practioes and
primciples and In o manner consisient with the level of care
amd skill ordinarily exercised by members of the profession
praxticing under similar conditlons.

4. Insuramce. The Vendar shall wmke ot amd masntain, during
the pedformmce of ol work wnder this Agreement: A
Commercial Cemeral Liokility Inseance I ihe amounis
speeifed in Sective 6 of the Agresment for bodily fnfury,
personal imjury and property domoge, of least &5 broad s
Insmaramee Services Office Commercial Generul Liabiliy
covernge {Deourrence Form CG 0001}, and if so smount is
selected in Sectlon & of the Agreement, the amoumts shal| be
51000000 per  occmmence/S2000,000  sggregate; B
Automaobile Liability lmsurance fiar bodily injury and property
demage inchuding coverage for owied, non-owned and hined
vehicles, of ot least 31,000,000 per accident fir bodily injury
and property damnage, @ least as booad o2 Insmrance Services
Odffice. Form Number CA 0001 (ed 602 covering
outonsobdle |ishility, Code | (amy suto); ©,  Warkers'
Compensstion im  compliance  with applicable  smnitory
requiremicnis and Employers Lisbiliy Covernge of &t lesst
1,000,000 per necident or disease.  Vendor shall also submi
o the Authorily a waiver of subragstion endorsement in favar
of the City of Indian Wells and Indian Wells Housieg
Authority. ond [ Professional  Lisbility (Erroms  and
(hmissions) coverage, il checked I sectiom 6 of the
Agreeingil, with a limil not less than $1.000,000 per claim
amd which shall be endorsed o include tual lishility,
Insarance carriers shall be suthorized by the Department of
Imsurames, State of Califomin, io do basiness in Califomia and
maisntain am agent for process within the state, Sach insurnnce
carrier shall have not less than am “A"; "Class VI seeoeding
to the lasesi Best Key Rating unless otherwise spproved by
the Awibority.

5 Indemmiflcation. The Vendor shall indenmify and hobd
harmless the City of Indian Wells, Indian Wells Housing
Autherity, and their Directors, Board Members, Officials,
Oifficers, Employess, Agents and Volunieers, sgainst any and
all cluims, lobilities, expenses or  demoges, including
nesponsible atomeys’ fees, for infury or death of any person,
or damnge o propenty, or imerference with use of property, or
any clalm of ibe Vendor or subcontrecior for wages or

Al

benefits which arise in connection with the performance of
this Agreement, except io the extent caused or resubling fram
the negligence or misconduct of the Clry, the Authority, their
Chirectors, Board Members, Officials, Officers, Employecs
Agents and Volanteers. The foregoing Indemniy tnehides,
bizt is ned Bimitedd to, the cost of prosecuting or delendmg such
wction with legal counsel aceepiable to the Authorily and the
Authority"s artomeys” fees Incuirred in such an action,

6. Lows and YVenue, This Agrecment shall be mterpreted in
aceordance with the laws of the Site of Califbrmia. 1T ony
action is beought o Interpeet or enforce any term of this
Agreement, the oction shall be brought i a sawe ar lederal
court situaled in the County of Riversile, Staie of Califomia

7. Termimation, The Autherity may lerminge or abandon
any portion ar ali of the Work by giving 10 calensdar doys
writlen notice fo Veodor. In such evenl, the Amharity shall
e Immediasely ghven dile and possession 1o all original ficld
nives, drwingd and specifications, written reports wsd ofbser
documenis produced o developed for the Wark  The
Autbority shall pay Venbor the rensonable valee of any
partion of the Work completod prior 1o lermination.  The
Amibarity shall pof be lable for oay onsts other than ihe
charges or portions thereol which are specified hercin,
Yemdor shall nod be entitled w0 paymeent fior unperformed
Woek, ind shall nat be entifled in damiges of compensation
fiar sermyination of work, Vendor may terminate its obligation
e provide forher Work umder this Agrecmnest upon 30
cibendar days' written notice to ibe Authorly only i ik
event of Autharity™s failure 1o perfonm in secordance with the
terms of this Agreement through no fault of Vendor,

B Agreemeni Terms Mathing herein shall be construed o
give sy rights or benofils 1o amyome ather than the Autharity
mnd the YVendor. The umenforceability, invalidity or illegnlity
of any provisionds) of this Agreemeni shall not render the
ather provisions wnen [oreeshle, invalid or llegal, Mosice may
be given or delivered by depositing the same m any Uniled
Stales Posi Office, centified mall, retumn receipt requested,
pastage propuid, addressed o the parties o the addrcsses 5ol
forth in the Apreement. Vendor shall ot msign, sublet, o
transfer this Agreemsent or any rights under or imerest in thiz
Agrzment without the written consent of the Authority,
wwhich mmay be withibeld for any reason,  Vendor s retnlined &
i independent contractor and is nod an emploves of the City.
Mo employes or agent of Yendor shall become an emploves
of the City. The mdividusls signing this Agreement represent
that they have the malority o sign on behall of the Partics
ardl bind the Partics to this Agreement. This is an intepraied
Agreement represemling be gitire mnderstundmng of the
partics  ns  Io those  malcrs  contained  hesein,  and
supersedes  snd  cancels any pekor oml  or  writeen
inderstanding or represeniuiions with respect I mmiters
wovered hereunder, This Aprecment may nol be modified
or aliered except in writing signed by both parties herets,
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EXHIBIT “B™
SCOPE AND SCHEDULE OF SERVICES

Appraisal services on the following property:

Property 1: (total acreage 4.2)

Owner per public record: City of Indian Wells Warner Trail
Indian Wells, CA 92210

APN; 633-300-007 (4.20 acres)

Froperty 2: (total acreage 10,55 acres)

Crwner per public record: Indian Wells Housing Authority Highway (11

Indian Wells, CA 92210

APN; 6334104036 (1,11 acres) & 633-410-041 (1.36 acres)

Orwner per public record: City of Indian Wells

Highway 111

Indian Wells, CA 92210

APN; 633-410-039 (Originally recorded ns 10.36 acres, but only 7.66 acres remains to be developed) &
633-410-046 (0,72 acres)

Property 3: (total acreage $0.12)

Owner per public record: City of Indian Wells Miles Avenue
Indian Wells, CA 92210

APN; B04-640-001 (50,12 neres)

The three completed Restricted Appraisal Reports will include a market overview and the “Sales
Comparison Approach”, The report will be prepared in accordance with the standards set forth by the
Uniform Standards of Professional Appraisal Practice (“LUSPAP®) of the Appraizal Foundation. The
report will be delivered via email in PDF format.

Under USPAP Standards Rule 2-2(b), this will be a Restricted Appraisal Report, and is intended only fior
the sole use of the named client. Example of Restricted Appraisal Repot Language:

The purpase of this appraisal report is o estimare the marker vilue of the suhjeet praperiy to be
wied for infernaliconfidential wve, This is the only intended yve. This appeaisal report (¢ intended
Jor the sole and exclusive we of the City of Indian Wells, the City of Indian Weills city council, the
City af fndian Wells city manager and gssistant to the city manager and the Inctian Wells Howising
Awharity and its board of directors, my oliemt wha hay engaged me 1o perfarm the subject
appraisal. Mo other wer is authorized and any other wse or user 15 nor warranted by the
appraiser. The appraizer is noi responsible for unautharized use of this report,

Linder USPAP Standards Rule 2-2(bj, this is o Restricred Approsal Repors, and is interded only
far the sole use of the named client, There are no other intended wsers. The cliens must clearly
unclerstand that the appraiser's apinions and conclusions may nat be undersiood properly withouy
additiomal infarmation in the appraiser's work file,

The value to be reported will be the “As |s™ market value of the subject real properties as of the dmte of
the inspection,

B-1
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The purpose of ihe appraisals are to render Vendor's opinion of market value of the fee simple interest,
The intended use for all three appraisals is for internal/confidential use, This is the only intended use. The
appraisal reports are intended for the sole and exclusive use of Housing Authority, who is engaging
Vendor to perform the subject appraisal report. No other users are authorized and any other use or user is

not warramed by Vendor,

B-2
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EXHIBIT “C*
COMPENSATION FOR SERYICES

The total fee for the three appraisal reports is $5,000. In no event will the fee for these reports exceed
£5,000 unless additional work is requested including any requested update report. The payment af the
appraisal fee is not subject to City review and approval of the appraisal report or final valuation.

If this Agreement is canceled after commencement of services rendered, a cancellation fee will be

charged by Vendor to Housing Authority based upon the total hours previously spent on the assignment
prior to receiving notice of any such cancellation request multiplied by Vendor's prevailing hourly rate.

-

63



COMMUNITY COMMERCIAL ZONE DEVELOPMENT STANDARDS

Chapter 21.30 COMMUNITY COMMERCIAL ZONE DEVELOPMENT STANDARDS ~ Page | of 4
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Title 24 ZONING CODE

Chapter 21.30 COMMUNITY COMMERCIAL ZONE DEVELOPMENT STANDARDS

21.30.010 General,

This Chapter contains the regulations for the Community Commercial Zone established by the
City. The regulations of this Chapter shall apply to all properties within the Community Commercial
Zones within the City, except as modified by the standards and regulations pertaining to the
planning area in which the building site is located. (Refer to Chapter 21,14 for the spedific planning
area in which the building site is located.) (Ord. 387 § 1, 1996)

21.30.020 Purposa. - = R—

The purpose of this zone is to provide regulations for the development of the commercial
properties within the City, consistent with the historic low density residential character of the City.
{Ord. 387 § 1, 1996)

21.30.030 Uses permitted, - —L B

All developments in this zone shall be developed in accordance with 2 Master Development Plan
for the property in application, and all uses proposed thereon shall be in accordance with the list
below and the specifics thereof shall be subject to approval of a Conditional Use Permit in
accordance with the procedures In Sections 21.06.030 and 21.06.040, except as otherwise defined
below.

The uses, and the accessory uses related thereto, permitted in this zone are subject to
Conditional Use Permit and shall be limited to the following:

(a) Auto service stations;

(b) Bar, tavern, cocktail lounge;
(c) Caretakers’ quarters;

(d) Churches;

(e) Day care center;

(f) Clinics;

(g) Convalescent home;

{h} Health clubs and reducing salons;
(i) Hotel/resort hotel resort complex;
(i) Manufactured structures;

(k) Motion picture theaters;

http://qeode us/codes/indianwells/view.phpZtopic=21-21_30&showAll=1&frames=on 81872015
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Chapter 21.30 COMMUNITY COMMERCIAL ZONE DEVELOPMENT STANDARDS  Page 2of 4

(Iy Museum and art galleries;

{m) Administrative, business and professional offices;
{n) Private educational facilities;

(o) Restaurants, sit down;

{(p) Retail and service businesses;

{q) Utility bulldings and facilities;

{r) Recyding facilities (see Section 21.90.050);

(s) Antenna (see Section 21.90.060); and

(t) Sexually orented business.

The uses, and the accessory uses related thereto, identified below are permitted uses not
subject to a Conditional Use Permit and shall be limited to the following:

(a) Emergency shelters. (Ord. 674 § 7, 2013; Ord. 665 § 3, 2013; Ord. 3687 § 1,
1996)

21.30.040 Lot dimensions, = ———

Each commercial lot shall have a minimum width of two hundred (200) feet and a minimum
depth of two hundred fifty (250) feet. (Ord. 387 § 1, 1996)

21.30.050 Building setbacks. S N
The bullding setback minimums shall be as follows:

{a) Adjacent to residential zoned property the minimum setbacks shall be the same as those
required of the adjacent residential property.

(b) Mot adjacent to residential zoned property:
(1) Front Yard. Fifty (50) feet;

(2) Rear Yard. Sufficient distance to permit an approved fire access lane, generally twenty (20)
feet; and

(3) Side Yard. Adjacent to a property line, sufficient distance to permit an approved fire access
lane, generally twenty (20) feet, otherwise per the Building Code. (Ord. 387 § 1, 1996)

21.30.060 Building floor area ratio. = = -

The above-ground gross floor area of building (2l bulldings) divided by the total area of the lot
upon which the building or bulldings are located shall not exceed 0.75. (Ord, 387 § 1,
1996)

21.30,070 Building height.
The building height requirements shall be as follows:

http:f/geode.us/codes/indianwells/view.phpTopic=21-21_30&showAll=1&frames=on £/18/2015
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Chapter 21.30 COMMUNITY COMMERCIAL ZONE DEVELOPMENT STANDARDS  Page 3 of 4

{a)} Adjacent to residential zoned property, the height requirements shall be the same as those
required of the adjacent residential property.

(b} Mot adjacent to residential zoned property: two (2) storles, not to exceed thirty (30) feet.
{Ord. 387 § 1, 1996)

21.30.075 Development standards for emergency shelters,

To address the special needs of homeless Individuals and to ensure compatibility with adjacent
properties and uses, the following use and development standards shall apply for the development
of emergency shelters:

(a) An emergency shelter shall contain a maximum of twenty (20) beds.
{b) The shelter shall operate only from 5:00 p.m. to B:00 a.m.

{c) The objective of the shelter is to assist dients in obtaining permanent housing, income and
services.

{d) Residency at the shelter is limited to & maximum of one hundred eighty (180) days.

{e} The shelter shall have a written Management Plan that details staffing, training and
qualifications, neighborhood outreach, transpartation, security, volunteers and donation procedures,
intake screening, treatment programs, and emergency plans.

{f) Attention to the size and location of Interior and exterior waiting areas shall be included in
the design of the facility.

{g) Exterior security lighting and appropriate off-street parking are required. (Ord. 674 § 7,
2013)

21.30.080 Walls. N

Where a commercial development abuts a residential zone, a masonry wall six (6) feet in height
shall be provided on the residential zone boundary. (Ord. 387 § 1, 1996)

21.30.090 Plan, design and parking.

The plan of developments, layout, design of bulidings, adequacy of parking and landscaping
shall be subject to conformance with Title 11 of the Municipal Code, Parking Standards and Design,
and the approval of the ALC under Chapter 21.60 of this Zoning Code. (Ord. 387 § 1,

1996)

21.20.110 Roof mounted equipment.

All roof-mounted equipment induding but not limited to heating, venting, cooling, and antenna
shall be screenad so as to preclude viewing of same from adjacent residencies, public ways and golf
courses (public or private). (Ord. 533 § 1, 2003)

http://geode.us/codes/indianwellsview.phpTtopic=21-21_30&showAll=1&frames=on 81872015
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Chapter 21,30 COMMUNITY COMMERCIAL ZONE DEVELOPMENT STANDARDS ~ Page 4 of 4

21.30.120 Solar energy systems. —

Solar energy systems will be permitted on legal lots In the community commercial zone In
accordance with the standards listed below:

{a) All solar energy systems shall be installed only after administrative approval by the
Planning Department and only after issuance of the necessary building permits and any and all
other permits required by the City relating to the plumbing, electrical and mechanical characteristics
of the system.

(b) Design Standards:

(1) All solar collectors, plumbing, water tanks and support equipment shall be painted a color
similar to the color of the roof upon which they are mounted.

{c) Existing Nonconforming Solar Energy Systems. Existing, nonconforming solar energy
systems removed from an existing location and proposed to be reinstalled shall be screened so as
to limit viewing of same from adjacent residencies and properties, public ways and golf courses
{public or private), and approval of said system shall be subject to any applicable homeowners’
association

approval, Planning Department review, and be subject to the Administrative Relief process defined
in Section 21.06.090.

{d) Rehabilitated and/or Used Salar Energy Systems. Rehabilitated and/or used solar energy
systems proposed to be installed shall be screened so as to limit viewing of same from adjacent
residences and properties, public ways and golf courses {public or private), and approval of said
system shall be subject to any applicable homeowners' assodiation approval, Planning Department
review, and be subject to the Administrative Relief process defined In Section 21.06.090. (Ord. 606
§ 1, 2007; Ord. 533 § 1, 2003)

View the mobile version.

hitp://geode. us/codes/indianwellsiview. phpTtopic=21-21_30&showAll=1&frames=on 8/18/2015

(The above is an extract from the “The City of Indian Wells Municipal Code”. For further
reference, please go to the website of the City of Indian Wells.)
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MEDIUM DENSITY RESIDENTIAL ZONE DEVELOPMENT STANDARDS
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Chapter 21.26 MEDIUM DENSITY RESIDENTIAL ZONE DEVELOPMENT STANDARDS

21.26.010 General. |

The Chapter contains the regulations for the Medium Density Residential Zone established by
the City. The regulations of this Chapter shall apply to all properties within the Medium Density
Residential Zones within the City, except as modified by the spedific situations as defined in the
Planning Area in which the bullding site is located. (Refer to Chapter 21.14 for the specific Planning
Area in which the building site is located.) (Ord. 387 § 1, 1996)

21.26.020 Purpose. . =

The purpose of this district is to provide regulations for the development of that portion of the
residential properties within the City with densities in the range of 4.6 to 7.0 dwelling units per acre,
consistent with the historic low density residential character of the City established over the past
twenty-five (25) years. (Ord. 387 § 1, 1996)

21.26.030 Permitted uses.

The following shall be permitted in the Medium Density Residential Zone:

(a) Single family detached and attached residential uses shall be a primary use;

(b) Multifamily residential uses shall be a primary use, subject to approval of a Conditional Use
Permit;

(¢} Accessory uses and structures related to the primary use;

(d) Agricultural uses, subject to approval of a Conditional Uise Permit;

(e) Ancillary Quarters In conjunction with the primary use;

(f) Recreational facilities, including, but not limited to, tennis courts, subject to approval of a
Conditional Use Permit;

{g) Small and large family day care, subject to approval of a Conditional Use
Permit;

(h) Short-term residential rental, subject to the requirements of Chapter 5.20 of this
Code;

(i) Small residential care facllities (six (6) or fewer persons);

(i) Large residential care facilities (more than six (6) persons) subject to approval of a
Conditional Use Permit; and

(k) Transitional and supportive housing. (Ord. 674 § 5, 2013; Ord. 653 § 5, 2011; Ord. 537 §
1, 2003; Ord. 387 § 1, 1996)

http://qeode.us/codes/indianwells/view phpPtopic=21-21_26&showAll=14& frames=on 8/18/2015
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Chapter 21.26 MEDIUM DENSITY RESIDENTIAL ZONE DEVELOPMENT STAND... Page2of$

21.26.040 Lot area. | P

Each lot shall have a minimum lot area of twelve thousand (12:888) square feet net, |.e., not
including streets and alleys unless cluster development is approved in accordance with a Conditional
Use Permit. (Ord. 387 § 1, 1996)

21.26.050 Lot dimensions and setbacks.
All lots hereafter created shall comply with the following minimum standards:

(a) Standard Lots.
Front Yand Setback:........ccccmsmsmmsmsstenssssnsesnnssss 20 fEBBE
Pear Yard Selmok:. ...mmismimmngmsanassinssss M fREE
Street Side Yard Setback {on corner Iots):.....ocovmeeees 13 feet

{b) Irregular Lots. The minimum lot depth and width of lots which are frregularly shaped and
located on a curve or cul-de-sac street may be modified to approximate the average on the
adjacent properties upon specific approval by the City Council.

{c) Highway 111 Buffer Area. Along Highway 111, the buffer area shall be between any
structures and the roadway. The buffer area shall extend one hundred seventeen (117) feat from
the existing face of curb along Highway 111 or one hundred (100) feet from the ultimate Highway
111 improvement as approved by the City Council on May 17, 2007 by Resolution 2007-27. For
acceleration and deceleration lanes installed along Highway 111, the one hundred (100) foot
setback shall be measured from the curbline projected from the improved curb, as shown in Figure
A below. If common area structures, facilities or other such support structures are proposed within
the buffer area, they should not project above the exterior wall adjacent to Highway 111. No
habitable structures will be permitted within the buffer area. Where permeter roadways are utilized,
they should be located within the buffer area, between Highway 111 and any residential lot. (Ord.
606 § 1, 2007; Ord. 428 § 3, 1998; Ord. 387 § 1, 1996)

21.26.060 Density. - S

The number of residential units per gross acre of area, calculated on a tract map basis, shall
not exceed seven (7) dwelling units per acre. (Ord. 387 § 1, 1996)

21.26.070 Building height.

http://geode. us/codes/indianwells/view. php™opic=21-21_26&showAll=1&frames=on B/18/2015
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Chapter 21.26 MEDIUM DENSITY RESIDENTIAL ZONE DEVELOPMENT STAND... Page 3 of 5

{(a) General. Buildings and structures erected in this zone shall have a height over seventy (70)
percent of the horizontal roof area, not exceeding twenty-five (25) feet, with no point of the roof
extending above thirty (30) feet in height. In no case shall the building exceed two (2) living stories
above the pad elevation of the building site.

(b) Setbacks.

(1) Adjacent to property zoned Hillside, Very Low Density or Low Density
Residential:

(i) The building shall not exceed twelve (12) feet in height at the minimum required setback
lines.

(i} The maximum building height shall not be allowed within the following distances of the
property lines:

(i) Buildings shall not exceed the height established by planes between the maximum building
height allowed at the minimum side and rear building setbacks and the maximum building height
allowed at the minimum building setbacks for said maximum building height, (b){1)(i),
above.

{2) Adjacent to all other zoned properties:

{i) The building shall not exceed twenty (20) feet in height at the minimum required setback
lines.

(i) The maximum building height shall not be allowed within the following distances of the
property lines:

Bxterior Side, Comer Lob......coocraremssbrnmsssnsnnsmsnnas 29 TEBE

(iii) Buildings shall not exceed the height established by the planes between the maximum
building height allowed at the minimum side and rear building setbacks and the maximum building
height allowed at the minimum building setbacks for said maximum building height, (b)(2)(i),
above. (Ord. 387 § 1, 1996)

http:/'geode. us/codes/indianwells/view.phpMopic=21-21_26&showAll=14&frames=on 8/18/2015
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Chapter 21.26 MEDIUM DENSITY RESIDENTIAL ZONE DEVELOPMENT STAND... Page4of 5

21.26.080 Dwelling unitsize. =~~~

All dwelling units constructed in this zone shall have a minimum usable floor area of one-
thousand (1,000) square feet.

21.26.090 Garages. ) -

Garage requirements shall be in accordance with Section 21.20.080, of the Residential
Development Standards, General, (Ord. 387 § 1, 1996)

21.26.100 Accessory structures. I I

Accessory structure requirements shall be in accordance with Section 21.20.090, of the
Residential Development Standards, General. (Ord. 387 § 1, 1996)

21.26.110 Structural appendages and projections. .

Structural appendages and project requirements shall be in accordance with Section 21.20,100,
of the Residential Development Standards, General. (Ord. 387 § 1, 1996)

21.26.120 Private tennis courts. o

Private tennis court requirements shall be in accordance with Section 21.20.120, of the
Residential Development Standards, General. (Ord. 387 § 1, 1996)

21.26.130 Outdoor lighting, R —

Outdoor lighting requirements shall be in accordance with Section 21.20.170, of the Residential
Development Standards, General. {Ord. 387 § 1, 1996)

21.26.140 Roof mounted equipment.

All roof mounted equipment including but not limited to heating, venting, cooling, and antenna
shall be screened so as to preclude viewing of same from adjacent residences, public ways and golf
courses (public or private). (Ord. 533 § 1, 2003, Ond, 387 § 1, 1996)

21.26.150 Landscape,
{See Chapter 21.60 Architecture and Landscape Review,) (Ord. 387 § 1, 1996)

21.26.160 Solar energy systems. — s -

hittp://qeode.us/codes/indianwells/view, phpTtopic=21-21_26&showAll=1&frames=on B/18/2015
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Solar energy systems requirements shall be in accordance with Section 21.20.240, of the
Residential Development Standards, General. (Ord. 533 § 1, 2003)

View the mobile version,

hitps/igeode. us/codes/indianwells'view phpfopic=21-21 _26dshowAll=1 & frames=on 8182015

(The above is an extract from the “The City of Indian Wells Municipal Code”. For further
reference, please go to the website of the City of Indian Wells.)
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GLOSSARY

Assessed value: The value placed on land
and buildings by a government unit
(assessor) for use in levying annual real
estate taxes. The value of a property
according to tax rolls in ad valorem
taxation; may be higher or lower than
market value, or based on an
assessment ratio that is a percentage of
market value®.

Cash equivalency: The procedure in which
the sales prices of comparable properties
sold with atypical financing are adjusted
to reflect typical market terms

Contract, coupon, face, or nominal rent:
The nominal rent payment specified in
the lease contract. It does not reflect any
offsets free rent, unusual tenant
improvement conditions or other factors
that may modify the effective rent
payment.

Coupon rent:
See definition of “Contract, Coupon,
Face, or Nominal Rent”

Economic base:
Economic activity of a community that
enables it to attract income from outside
its borders’.

Economic base analysis:
A survey of the industries and
businesses that generate employment
and income in a community as well as
the rate of population growth and levels
of income, both of which are functions of
employment. Economic base analysis is
used to forecast the level and
composition of future economic activity.
Specifically, the relationship between
basic employment (which brings income

* The Appraisal of Real Estate, Fourteenth Edition,
Appraisal Institute, 2013

> The Dictionary of Real Estate Appraisal, Fifth
Edition, 2010

into a community) and non-basic
employment (which provides services for
workers in the basic employment sector)
is studied to predict population, income,
and other variables that affect real estate
values or land utilization®.

Effective rent: 1) The rental rate net of
financial concessions such as period of
no rent during a lease term; may be
calculated on a discounted basis,
reflecting the time value of money, or on
a simple, straight-line basis. 2) The
economic rent paid by the lessee when
normalized to account for financial
concessions, such as escalation clauses,
and other factors. Contract, or normal,
rents must be converted to effective rents
to form a consistent basis of comparison
between comparable’s.

Face rent:
See Contract, Coupon, Face, or Nominal
Rent

Fee simple estate: Absolutely 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’.

Floor area ratio (FAR): The relationship
between the above-ground floor area of a
building, as described by the building
code, and the area of the plot on which it
stands; in planning and zoning, often
expressed as a decimal, e.g. a ratio of
2.0 indicates that the permissible floor

® The Dictionary of Real Estate Appraisal, Fifth

Edition, 2010

"The Dictionary of Real Estate Appraisal, Fifth
Edition, 2010



area of a building is twice the total land
area; also called building-to-land-ratio®.

Full service lease: A lease in which rent
covers all operating expenses. Typically,
full service leases are combined with an
expense stop, the expense level covered
by the contract lease payment. Increases
in expenses above the expense stop
level are passed through to the tenant
and are known as expense pass-trough’s

Going concern value: Going concern
value is the value of a proven property
operation. It includes the incremental
value associated with the business
concern, which is distinct from the value
of the real estate only. Going concern
value includes an intangible
enhancement of the value of an
operating business enterprise, which is
produced by the assemblage of the land,
building, labor, equipment, and marketing
operation. This process creates an
economically viable business that is
expected to continue. Going concern
value refers to the total value of a
property, including both real property and
intangible personal property attributed to
the business value’.

Gross building area (GBA): The sum of all
areas at each floor as measured to the
exterior walls.

Insurable value: Insurable Value is based
on the replacement and/or reproduction
cost of physical items that are subject to
loss from hazards. Insurable value is that
portion of the value of an asset or asset
group that is acknowledged or
recognized under the provisions of an
applicable loss insurance policy. This
value is often controlled by state law and

8 The Dictionary of Real Estate Appraisal, Fifth
Edition, 2010

% The Appraisal of Real Estate, Fourteenth Edition,
Appraisal Institute, 2013
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varies from state to state'’.

Investment value: Investment value is the
value of an investment to a particular
investor based on his or her investment
requirements. In contrast to market
value, investment value is value to an
individual, not value in the marketplace.
Investment value reflects the subjective
relationship between a particular investor
and a given investment. When measured
in dollars, investment value is the price
an investor would pay for an investment
in light of its perceived capacity to satisfy
his or her desires, needs, or investment
goals. To estimate investment value,
specific investment criteria must be
known. Criteria to evaluate a real estate
investment are not necessarily set down
by the individual investor; they may be
established by an expert on real estate
and its value that is an appraiser''.

Leased fee:
See leased fee estate

Leased fee estate: A freehold (ownership
interest), where the possessory interest
has been granted to another party by
creation of a contractual landlord-tenant
relationship (i.e., a lease)".

Leasehold:
See leasehold estate.

Leasehold estate: The tenant’s possessory
interest created by a lease”.

Load factor: The amount added to usable

1% The Appraisal of Real Estate, Fourteenth Edition,
Appraisal Institute, 2013

! The Appraisal of Real Estate, Fourteenth Edition,
Appraisal Institute, 2013

'2 The Dictionary of Real Estate Appraisal, Fifth
Edition, 2010

'3 The Dictionary of Real Estate Appraisal, Fifth
Edition, 2010



area to calculate the rentable area. It is
also referred to as a "rentable add-on
factor" which, according to BOMA, "is
computed by dividing the difference
between the usable square footage and
rentable square footage by the amount of
the usable area". Convert the figure into

a percentage by multiplying by 100.

Market value "as if complete™ on the

appraisal date. Market value as if
complete on the appraisal date is an
estimate of the market value of a
property with all construction, conversion,
or rehabilitation hypothetically completed,
or under other specified hypothetical
conditions as of the date of the appraisal.
With regard to properties wherein
anticipated market conditions indicate
that stabilized occupancy is not likely as
of the date of completion, this estimate of
value should reflect the market value of
the property as if complete and prepared
for occupancy by tenants.

Market value "as is" on the appraisal

date: Market value "as is" on the
appraisal date is an estimate of the
market value of a property in the
condition-on observed upon inspection
and as it physically and legally exists
without hypothetical conditions
assumptions, or qualifications as of the
date of appraisal.

Market value: 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 means 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
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whereby: 1) A reasonable time is allowed
for exposure in the open market; 2) Both
parties are well informed or well advised,
and acting in what they consider their
own best interests; 3) Buyer and seller
are typically motivated; 4) Payment is
made in terms of cash in U.S. dollars or
in terms of financial arrangements
comparable thereto; and 5) The price
represents the normal consideration for
the property sold unaffected by special or
creative financing or sales concessions
granted by anyone associated with the
sale'.

Marketing period: An opinion of the

amount of time it might take to sell a real
or personal property interest at the
concluded market value level during the
period immediately after the effective
date of an appraisal®.

Net lease: Lease in which all or some of the

operating expenses are paid directly by
the tenant. The landlord never takes
possession of the expense payment. In a
Triple Net Lease, all operating expenses
are the responsibility of the tenant,
including property taxes, insurance,
interior maintenance, and other
miscellaneous  expenses. However,
management  fees and exterior
maintenance are often the responsibility
of the lessor in a ftriple net lease. A
modified net lease is one in which some
expenses are paid separately by the
tenant and some are included in the rent.

% The Office of the Comptroller of the Currency, 12
CFR Part 34, Subpart C, §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, 2012-2013 Edition. This definition is
compatible with OTS, RTC, FDIC, NCUA and the
Board of Governors of the Federal Reserve System
definition of market value.
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Net rentable area (NRA): 1) the area on

which rent is computed. 2) the Rentable
Area of a floor shall be computed by
measuring to the inside finished surface
of the dominant portion of the permanent
outer building walls, excluding any major
vertical penetrations of the floor. No
deductions shall be made for columns
and projections necessary to the
building. Include space such as
mechanical room, janitorial room,
restrooms, and lobby of the floor's.

Nominal rent:

See Contract, Coupon, Face, or Nominal
Rent

Prospective future value "upon
completion of construction™:
Prospective future value "upon

completion of construction" is the
prospective value of a property on the
future date that construction s
completed, based upon market
conditions forecast to exist, as of that
completion date. The value estimate at
this stage is stated in current dollars
unless otherwise indicated.

Prospective future value "upon reaching

stabilized occupancy” Prospective
future value "upon reaching stabilized
occupancy" is the prospective value of a
property at a future point in time when all
improvements have been physically
constructed and the property has been
leased to its optimum level of long-term
occupancy. The value estimate at this
stage is stated in current dollars unless
otherwise indicated.

Reasonable exposure time: The estimated

length of time the property interest being
appraised would have been offered on

retrospective estimate based upon an
analysis of past events assuming a
competitive and open market'’.

Rent:

See

Full service lease

Net lease

Contract, coupon, face, or nominal rent
effective rent

Shell space: Space, which has not had any

interior finishing installed, including even
basic improvements such as ceilings and
interior walls, as well as partitions, floor
coverings, wall coverings etc.

Usable Area: 1) The area actually used by

individual tenants. 2) The Usable Area of
an office building is computed by
measuring to the finished surface of the
office side of corridor and other
permanent walls, to the center of
partitions that separate the office from
adjoining usable areas, and to the inside
finished surface of the dominant portion
of the permanent outer building walls. It
excludes areas such as mechanical
rooms, janitorial room, restrooms, lobby,
and any maijor vertical penetrations of a
multi-tenant floor'®.

Use value: Use value is a concept based

on the productivity of an economic good.
Use value is the value a specific property
has for a specific use. Use value focuses
on the value the real estate contributes to
the enterprise of which it is a part,
without regard to the property's highest
and best use or the monetary amount
that might be realized upon its sale®.

7 Statement on Appraisal Standard No. 6, Appraisal

the market prior to the hypothetical
consummation of a sale at market value
on the effective date of the appraisal; a

Standards Board of the Appraisal Foundation,
September 19, 1992.

'8 1990 BOMA Experience Exchange Report,
Income/Expense Analysis for Office Buildings
(Building Owners and Managers Association, 1990).

16 1990 BOMA Experience Exchange Report,
Income/Expense Analysis for Office Buildings
(Building Owners and Managers Association, 1990). ¥ The Appraisal of Real Estate, Fourteenth Edition,

Appraisal Institute, 2013
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Value appraised: During the real estate

development process, a property
typically progresses from a state of
unimproved land to construction of
improvements to stabilized occupancy. In
general, the market value associated
with the property increases during these
stages of development. After reaching
stabilized occupancy, ongoing forces
affect the property during its life,
including physical wear and tear,
changing market conditions, etc. These
factors  continually  influence  the
property's market value at any given
point in time.

See also

Market value "as is" on the appraisal
date

Market value "as if completed" on the
appraisal date

Prospective future value "upon
completion of construction"

Prospective future value "upon reaching
stabilized occupancy”
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