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September 15, 2015 File No. D15L08003

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 Miles Avenue in the City of Indian Wells, CA 92210 (Assessor’s Parcel
No. 604-640-001).

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 $7,060,000

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

Miles Avenue west view Miles Avenue east view
Subiject site south east view 5 acres Subiject site east view 5 acres
Subiject site south west view 14.36 acres Subiject site west view 14.36 acres




Subiject site west view 14.36 acres Subiject sites west view 14.36 acres

Subiject sites south west view 14.36 acres Subiject sites south view 12.64 acres

Subiject site north view 12.64 acres Subject site north east view 12.64 acres




Subject site 12.64 acres east view Subject site east view 12.64 acres. 48 handicap parking lots.

Subiject site north view 12.64 acres Subiject site east view 12.64 acres

Subiject site west view 18.12 acres Subject site north west view 14.36 acres




Subject site water station Subject site water station

Subiject site south view 12.64 acres Subiject site north view 12.64 acres

Subiject site west view 12.64 acres Miles Avenue west view
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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

Commercial land

Miles Avenue, Indian Wells, CA 92210

Total Site Area: 2,183,227 Square Feet; 50.12 Acres

Source: Riverside County Assessor’s Parcel Map and RealQuest

Usable Site Area: 1,176,120 Square Feet; 27 Acres. Per the City
of Indian Wells 12.64, acres are leased to the Indian Wells Tennis
Garden for $1 per year. The lease expires in 2026, but is assumed
that this lease will continue indefinite as long as the tennis
tournament is taking place here. The Tennis Gardens also has the
water rights, which is used to provide water for the turf firm that
utilizes the space for turf cultivation the remainder of the year.
These rights run beyond the 12.64 acres to provide water for
remaining acreage to the east. Per the City of Indian Wells 5 acres
related to APN#604-640-001 is considered being Indian Burial
Ground and is considered non-usable area. 18.12 acres is located
in the White Water River channel and is considered non-usable
land area.

Irregular - See Plat Map
$7,060,000

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

13



Use Restriction

Extraordinary Assumptions

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.

As confirmed with the assistant to the city manager Mr. David
Gassaway APN#604-640-001 is 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.

For the purpose of this appraisal, it is assumed that only 27 acres
are usable land. As mentioned per City of Indian Wells 18.12
acres are located in the White Water River channel and 5 acres is
considered Indian Burial Ground that can never be developed.

Based on this very limited value is given to the 23.18 acres, if any.
This has been taken into consideration in the overall conclusion of
market value of the 50.12 acres total. Basically, subject property is
appraised, as it was a 27-acre commercial zoned parcel.

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 (Comparable no. 1). 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 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

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

Utilities

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#604-640-001 is zoned Resort Commercial, City of Indian
Wells. An extract from the City of Indian Well’s 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 Miles Avenue.
No

Subject has approximately 1,800 feet of street frontage along
Miles Avenue.

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

Miles Avenue is a four lane paved asphalt street with a
landscaped median and is the access street with sidewalks, curbs,
and gutters at the subject access point to the north and south of
Miles Avenue.

48 handicap parking lots, entrance to the Indian Wells Tennis
Garden, partially landscaped, partially paved asphalt access and
exit roads, water station which is used to provide water for the turf
firm that utilizes the space for turf cultivation the remainder of the
year, where the tennis tournament is not taking place.

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

15



Legal Description

Location &
Surrounding Uses

Special Assessment

Assessor’s Parcel No.

See legal description in the grant deed enclosed in the addendum
to this report.

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 Miles Avenue 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. Miles
Avenue runs east west from the City of Indian Wells to the City of
Indio. Highway 111 located just south of subject property 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,
vacant land 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 south east and east and hotel development and vacant land
to the west. Land uses immediately surrounding the subject
property consist of vacant commercial and residential zoned land
and the White Water river channel to the south, vacant
commercial zoned land to the east, vacant commercial zoned land
to the west and vacant commercial zoned land and the Indian
Wells Tennis Garden to the north. In summary, the subject has a
good commercial location in the northeastern portion of the City of
Indian Wells. Access to the property is good.

None noted

604-640-001. Subject site qualifies 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%

16



Census Tract
Thomas Map No

Ownership

Flood Hazard Map

Earthquake Study Zone

Marketing period
Exposure Period

Property Sales History

Definition of Market
Value

Tax Rate Area: 016-110
Mello Roos: No

452.15

Page 849 — Grid E1 & F1 (Riverside County Edition)

The City of Indian Wells per public record. See extraordinary
assumption.

Flood Zone: X

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 provided by the City of Indian
Wells, APN#604-640-001 appears to have a grant deed on
03/23/2006 recorded in document number 20513. This was
related to the purchase of the land from the prior owners Gardens
of Champions, LLC that also owned the Indian Wells Tennis
Tournament. 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
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Appraisal Scope

Report Format

Compliance

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
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 (curbside 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.

18



Highest & Best Use

Current Use:

Methodology

Units of Comparison

Soils

“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 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.

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.

19



MARKET OVERVIEW

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
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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.

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, 2 office buildings totaling 48,029
square feet were completed in the Inland Empire market area during the First Quarter of 2015.
This compares to 0 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 agree with 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%.

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.

21



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, 6 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 concur 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 Miles Avenue 604-640-001 1,176,120 N/A N/A RC N/A Good Good Irregular
Indian Wells, CA 92210 1,007,107 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 Inferior Similar
City of Palm Springs 513-250-047
3 Adams Auto Center 600-340-048 959,191 6/19/2013 $3,750,000 CR 99 Similar Similar Similar
La Quinta, CA 92253 $3.91 Similar 100.0% Similar Inferior Similar
City of La Quinta
4 Varner Rd & Adams St 607-230-002 821,976 2/19/2015 $3,850,000 BP 626 Similar Inferior Similar
Indio, CA 92203 607-251-016, 017 $4.68 Similar 85.6% Similar Inferior Similar
City of Indio & 026
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 Inferior Similar
City of Rancho Mirage 037,038, 039
6 NWC Hwy 111 & Mirage Cove Dr. 689-030-006 1,032,808  8/20/2013 $4,032,000 C-G Unknown Similar Similar Similar
Rancho Mirage, 92270 $3.90 Similar Unknown Similar Inferior Similar

City of Rancho Mirage

29




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 Vacant land comp. no. 6
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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, use 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 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 concur 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
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
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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, 4 and 5 have sold between 03/07/2014 to 02/19/2015.

As such, these four 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. 3 sold on 06/19/2013 and comparable no. 6 sold on 08/20/2013.

As such, these comparable vacant land sales were dated prior to 2014. On these sales 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 they are 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
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 almost 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
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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 La Quinta 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 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. 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. 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.

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.

All comparables are considered being superior in land size per square foot and as such should
be adjusted downward with $0.48, $0.61, $0.19, $0.31, $0.53 and $0.13 per square foot
respectively.

The downward adjustment of $0.48 on comparable land sale no 1 has been calculated as
follows. 1,176,120 square feet (subject usable land size) minus 628,035 square feet
(comparable no. 1 land size) equals 548,085 square feet multiplied with $0.00000087 (factor per
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paired land sale analysis) equals $0.48 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 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 six comparable sales.

ZONING: Subject is presently zoned RC (see zoning regulations enclosed in the addendum to
this report). The Resort Commercial (RC) designation allows primarily for hotels, conference
and convention facilities, recreational facilities, restaurants, country clubs and golf courses (see
addendum to this report). The minimum site size is 10 acres.

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.

Comparable no. 3 is zoned CR — Regional Commercial District Zone and is intended to provide
for the development and regulation of regionally oriented commercial areas along the Highway
111 corridor as shown on the general plan. The CR district is intended to provide a broad range
of goods and services serving the entire region. Representative land uses include corporate
headquarters, regional service centers, research and development facilities, major community
facilities, major medical facilities, overnight commercial lodging, entertainment and automobile-
oriented sales and services. Maximum floor area ratio is 0.35. This zoning is considered similar
compared to subject. As such no adjustment is needed on this comparable.

Comparable no. 4 is zoned BP — Business Park District and is intended to foster the
development of professional offices, financial institutions, research and development facilities,
and support commercial uses within a master-planned environment. Maximum lot coverage is
50%. This zoning is considered similar compared to subject. As such no adjustment is needed
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.
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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 entitled/no development approvals are definitely inferior to
sites with entitlement 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.

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 comparables 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.

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

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 $3.91 $4.68 $6.30 $3.90
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 $3.91 $4.68 $6.30 $3.90
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 $3.91 $4.68 $6.30 $3.90
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 $3.91 $4.68 $6.30 $3.90
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 $3.91 $4.68 $6.30 $3.90
Market conditions (time) 0.0% 0.0% 20.0% 0.0% 0.0% 20.0%
Adjustment $0.00 $0.00 $0.78 $0.00 $0.00 $0.78
Adjusted price per sq. ft. $4.68 $7.62 $4.69 $4.68 $6.30 $4.68
Physical characteristic
Location Similar Superior Similar Inferior Similar Similar
Adjustment None Downward None Upward None None
Land size - No of sq. ft. Superior  Superior Superior Superior Superior Superior
Adjustment -$0.48 -$0.61 -$0.19 -$0.31 -$0.53 -$0.13
Visibility/Access/Frontage Similar Similar Similar Similar Similar Similar
Adjustment None None None None None None
Zoning Similar Similar Similar Similar Similar Similar
Adjustment None None None None 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 Inferior Inferior Inferior Inferior
Adjustment Upward Upward Upward Upward Upward Upward
Topography Similar Similar Similar Similar Similar Similar
Adjustment None None None None None None
Highest & Best Use Similar Similar Similar Similar Similar Similar
Adjustment None None None None None None
Overall qualitative adjustment Inferior Superior Inferior Inferior Inferior Inferior
Overall adjustment Upward Downward Upward Upward Upward Upward
Adjusted price per sq. ft. before
qualitative adjustments $4.20 $7.00 $4.50 $4.37 $5.77 $4.56
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Sales comparison approach conclusion

The adjusted prices per sq. ft. before qualitative adjustments for physical characteristics range
from $4.20 to $7.00 and average $5.07 per sq. ft.. The subject is located in the City of Indian
Wells. Comparable no. 2 is located in the City of Palm Springs. Comparable no. 3 is located in
the City of La Quinta. 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. Based on the
adjusted price per sq. ft. before qualitative adjustments subject’s concluded value lies between
$5.77 and $7.00 per sq. ft. with equal weight given to comparable no. 1, 3, 5 and 6 that have
one qualitative adjustment related to site improvements. Comparable no. 2’s superior qualitative
adjustment is considered larger than comparable no. 2’s inferior qualitative adjustment.
Comparable no. 2 is inferior in 1 out of 9 physical characteristics categories and is superior in 1
out of 9 physical characteristics categories, where qualitative adjustments apply and
comparable no. 4 is inferior in 2 out of 9 physical characteristics categories where qualitative
adjustments apply and were given least weight.

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 1,176,120 sq. ft. of usable land as if vacant land
under the sales comparison approach is $6.00 per sq. ft., or a total of $7,060,000 ($6.00/sq. ft. x
1,176,120 sq. ft. rounded adjusted for site utility as described in this report. 2,183,227 sq. ft.
(50.12 acres) minus 1,007,107 sq. ft. (23.12 acres) or 1,176,120 sq. ft. (27 acres) are usable
land. The concluded market value of $6.00 per sq. ft. corresponds to $261,000 per acre ($6/sq.
ft. multiplied by 43,560 sq. ft. rounded). The concluded market value of 7,060,000 corresponds
to $140,000 per acre (rounded) based on all 50.12 acres of land in APN#604-640-001.

According to James Towery from Wilson & Johnson one of the most active land brokers in the
Coachella Valley market area the parcel with APN#604-640-003 (30.91 acres) sold in 2012 for
$10,000,000 or $7.43 per square foot. The buyer was the new owner Larry Ellison who now
owns the Indian Wells Tennis Garden. However this property is 100% used by a turf firm that
utilizes the space for turf cultivation the whole year except for the two weeks where the tennis
tournament is here where this space is used as a grass covered parking lot. As such this
property was and is superior compared to subject in terms of site improvements and current
income potential. In my opinion this price appeared to be above market at that time. However
this transaction supports the concluded market value.

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 $7,060,000

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

41



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.

e 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.

46



APPRAISER QUALIFICATIONS

QUALIFICATIONS
Of

Thomas Kjaergaard, MAI, SRA

Professional Background

2011 -

2003 - 2011
1993 — 2003
1989 — 1993
1983 — 1989

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.

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.

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.

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

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
2003 -

Thomas Kjaergaard, MAI, SRA. MAI & SRA Designated Member of the Appraisal Institute.
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

Quallitative 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

¢ 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
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EXHIBIT “A”
TERMS AND CONDITIONS

1. Compensation. Vendor shall be paid on a time and
materials or lump sum basis, as may be set forth in Exhibit
“C”, within 30 days of completion of the Work and approval
by the Authority.

2. Compliance with Law. Vendor shall comply with all
applicable laws and regulations of the federal, state and local
government. Vendor shall assist the Authority, as requested,
in obtaining and maintaining all permits required of Vendor
by Federal, Siate and local regulatory agencies, Vendor is
responsible for all costs of clean up and/or removal of
hazardous and toxic substances spilled as a result of his or her
Work.

3. Standard of Care. The Vendor shall perform the Work in
accordance with generally accepted professional practices and
principles and in a manner consistent with the level of care
and skill ordinarily exercised by members of the profession
practicing under similar conditions.

4. Insurance. The Vendor shall take out and maintain, during
the performance of all work under this Agreement: A.
Commercial General Liability Insurance in the amounts
specified in Section 6 of the Agreement for bodily injury,
personal injury and property damage, at least as broad as
Insurance Services Office Commercial General Liability
coverage (Occurrence Form CG 0001), and if no amount is
selected in Section 6 of the Agreement, the amounts shall be
$1.000,000 per occurrence/$2.000,000 aggregate; B,
Automobile Liability Insurance for bodily injury and property
damage including coverage for owned, non-owned and hired
vehicles, of at least $1,000,000 per accident for bodily injury
and property damage, at least as broad as Insurance Services
Office Form Number CA 0001 (ed. 6/92) covering
automobile liability, Code 1 (any auto): C. Workers’
Compensation in compliance with applicable statutory
requirements and Employer's Liability Coverage of at least
$1,000,000 per accident or disease. Vendor shall also submit
to the Authority a waiver of subrogation endorsement in favor
of the City of Indian Wells and Indian Wells Housing
Authority: and D. Professional Liability (Errors and
Omissions) coverage, if checked in section 6 of the
Agreement, with a limit not less than $1.000,000 per claim
and which shall be endorsed to include contractual liability,
Insurance carriers shall be authorized by the Department of
Insurance, State of California, to do business in California and
maintain an agent for process within the state. Such insurance
carrier shall have not less than an "A": "Class VII" according
to the latest Best Key Rating unless otherwise approved by
the Authority,

5. Indemnification. The Vendor shall indemnify and hold
harmless the City of Indian Wells, Indian Wells Housing
Authority, and their Directors, Board Members. Officials,
Officers, Employees, Agents and Volunteers, against any and
all claims, liabilities, expenses or damages, including
responsible attorneys’ fees, for injury or death of any person,
or damage to property, or interference with use of property, or
any claim of the Vendor or subcontractor for wages or
26529.0000019101737.2

benefits which arise in connection with the performance of
this Agreement, except to the extent caused or resulting from
the negligence or misconduct of the City, the Authority, their
Directors, Board Members, Officials, Officers, Employees
Agents and Volunteers. The foregoing indemnity includes,
but is not limited to, the cost of prosecuting or defending such
action with legal counsel acceptable to the Authority and the
Authority’s attorneys” fees incurred in such an action.

6. Laws and Venue. This Agreement shall be interpreted in
accordance with the laws of the State of California. If any
action is brought to interpret or enforce any term of this
Agreement, the action shall be brought in a state or federal
court situated in the County of Riverside, State of California.

7. Termination. The Authority may terminate or abandon
any portion or all of the Work by giving 10 calendar days
written notice to Vendor. In such event, the Authority shall
be immediately given title and possession 1o all original ficld
notes, drawings and specifications, written reports and other
documents produced or developed for the Work. The
Authority shall pay Vendor the reasonable value of any
portion of the Work completed prior to termination, The
Authority shall not be liable for any costs other than the
charges or portions thereof which are specified herein.
Vendor shall not be entitled to payment for unperformed
Work, and shall not be entitled 1o damages or compensation
for termination of work. Vendor may terminate its obligation
to provide further Work under this Agreement upon 30
calendar days' written notice to the Authority only in the
event of Authority’s failure to perform in accordance with the
terms of this Agreement through no fault of Vendor.

8. Agreement Terms. Nothing herein shall be construed to
give any rights or benefits to anyone other than the Authority
and the Vendor. The unenforceability, invalidity or illegality
of any provision(s) of this Agreement shall not render the
other provisions unenforceable, invalid or illegal. Notice may
be given or delivered by depositing the same in any United
States Post Office, certified mail, retumn receipt requested,
postage prepaid, addressed to the parties to the addresses set
forth in the Agreement, Vendor shall not assign, sublet, or
transfer this Agreement or any rights under or interest in this
Agreement without the written consent of the Authority,
which may be withheld for any reason. Vendor is retained as
an independent contractor and is not an employee of the City.
No employee or agent of Vendor shall become an employee
of the City. The individuals signing this Agreement represent
that they have the authority to sign on behalf of the Parties
and bind the Parties to this Agreement. This is an integrated
Agreement representing the entire understanding of the
parties as to those watters contained herein, and
supersedes and  cancels any prior oral or  written
understanding or representations with respect to matters
covered hereunder. This Agreement may not be modified
or altered except in writing signed by both parties hereto.
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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)

Property 2: (total acreage 10.85 acres)

Owner per public record: Indian Wells Housing Authority Highway 111

Indian Wells, CA 92210

APN; 633-410-036 (1.11 acres) & 633-410-041 (1.36 acres)

Owner per public record: City of Indian Wells

Highway 111

Indian Wells, CA 92210

APN; 633-410-039 (Originally recorded as 10.36 acres, but only 7.66 acres remains to be developed) &
633-410-046 (0.72 acres)

Property 3: (total acreage 50.12)

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

APN; 604-640-001 (50.12 acres)

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 (“USPAP™) of the Appraisal 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 for
the sole use of the named client. Example of Restricted Appraisal Repot Language:

The purpose of this appraisal report is to estimate the marker value of the subject property to be
used for internal/confidential use. This is the only intended use. This appraisal report is infended
Jor 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 menager 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 nol responsible for unauthorized use of this report.

Under USPAP Standards Rule 2-2(b), this is a Restricted Appraisal Report, and is intended only
Jor 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.

The value to be reported will be the “As Is” market value of the subject real properties as of the date of
the inspection.

B-1
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The purpose of the 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 warranted by Vendor.
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EXHIBIT “C”
COMPENSATION FOR SERVICES

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 of 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.
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RESORT COMMERCIAL ZONE DEVELOPMENT STANDARDS
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Chapter 21.34 RESORT COMMERCIAL ZONE DEVELOPMENT STANDARDS Page 2 of 3

(2) Ensure the continued integrity of the low density residential character of the
City;
(3) Ensure the internal integrity, over time, of the proposed resort complex; and

(4) The following standards shall apply to all properties within the Resort Commercial Zone
situated south of Highway 111, except as otherwise provided for in this Code:

(i) Minimum setback of any building shall be fifty (50) feet except if adjacent to a residential
land use district, the minimum set back shall be not less than one hundred (100) feet.

(i) Unenclosed patios can be allowed if they are attached and an integral part of the building
design as approved by the Architectural and Landscape Committee.

(i) Structure height shall be limited to a maximum of three (3) stories or thirty-seven and one-
half (37 1/2) feet.

(5) The following standards shall apply to all properties within the Resort Commercial Zone

s s R S T B P S
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Chapter 21.34 RESORT COMMERCIAL ZONE DEVELOPMENT STANDARDS Page 3 of 3

(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.

http://qcode.us/codes/indianwells/view.php?topic=21-21_34&showAll=1&frames=on 8/18/2015

T

(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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GRANT DEED INCLUDING LEGAL DESCRIPTION

Dog# 2006-0205123
' 06 08: :
Recording Mequested By o Pae T org Feeihe
First American Title Gompany cautt;”of Riveraide =
arry W. Ward
RECORDING REQUESTED BY Assessor, C°“'y“y Clerk & Recorder
ANDW I8 ACORTMNATL IR0 O
4C4it};50(i; ]E[)liia:;dwell)ls_ M 5 u PAGE SIZE i + DA PCOR NOCCR SMF MISC.
- orado Drive = I :
Indian Wells, CA 92210 ! q /A
Attn. City Manager ! ‘ / W”
A R L COPY LONG REFUND NCHG B(AN
MAIL TAX STATEMENTS TO: DOCUMENTARY TRANSFER TAX $N/A g
. . . Computed on the consideration or value of property
City of Indian Wells conveyed; OR
Attn. Greg Johnson, City Manager ... Computed on the consideration or value less liens or
44-950 Eldorado Drive encumbrances remaining at time of sale.

Indian Wells, CA 92210 A2 olb-ljo
Attn. City M

TRANSFER TAX EXEMPTION: This conveyance is an acquisition of title by an exempt
governmental entity. (Rev. & Tax. Code. 11922.)

GRANT DEED

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, Garden of
Champions LLC, a California limited liability company (“Grantor”), hereby grants to City of
Indian Wells, a charter city duly organized under the Constitution and laws of the State of
California (“Grantee™), subject to all easements, covenants, conditions, restrictions and matters
of record that may affect the Land (as defined below) that certain real property located in the
City of Indian Wells, County of Riverside, State of California, which real property is more
particularly described in Schedule 1 attached hereto (“Land”), together with all right, title and
interest of Grantor in and to all buildings and improvements now located on the Land.

S P23

Grantor hereby further grants to Grantee all easements, privileges and rights appurtenant
to the Land and pertaining or held and enjoyed in connection therewith and all of Grantor’s right,
title and interest in and to any land lying in the bed of any street, alley, road or avenue to the
centerline thereof in front of, or adjoining the Land.

K1 A0A}1IER 208 90. L0 V0

40978773.1
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IN WITNESS WHEREOF, Grantor has executed this Grant Deed as of March 24 2006.
GRANTOR:

Garden of Champions LLC, a California limited

liability company

BY #N SPoers Lawp, L\C, & CAurormian Limrred
LrmBiLiTY Copran, mEmace.

BY Aml YLLC, A F 44S;, mEmMBER_
By: . ’
Name: By T - MOORE .

Title: _ MEMAEL

40978773.1
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STATE OF CALIFORNIA )
) ss.
COUNTY OF_RwWEeRsinE )
On_MARcH § , 2006, before me, S ik, NCTRRY PUSU[%mOnally appeared RAYMOMD
persenaty-known-te-me (or proved to me on the basis of satisfactory evidence) to be the HMooRE

person(¥) whose name(¥)(ishare subscribed to the within instrument and acknowledged to me that
(he)shetthey executed the same in(isikerttheir-authorized capacity(iesy, and that by t
signature()) on the instrument the person(x), or the entity upon behalf of which the person(x)
acted, executed the instrument.

WITNESS my hand and official seal. S. NUNO ;

Commission # 1521169
Notary Public - Califomia £
‘ Riverside County

My Comm. Expires Oct 22, 2008

Bhari
Notary Public in and for said
County and State

(SEAL)

40978773.1
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SCHEDULE 1 TO GRANT DEED

LEGAL DESCRIPTION

[SEE ATTACHED]

40978773.1
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SCHEDULE 1
CITY PROPERTY

Parcel A in the City of Indian Wells, County of Riverside, State of California, as shown
on Lot Line Adjustment 07-05-04 recorded March 10, 2006 as Instrument No. 2006-
0174897, Records of Riverside County, California.
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RBF CONSULTING
74-130 Country Club Drive, Suite 201
Palm Desert, CA 92260

March 2, 2006
JN 20-100725.02
Page 10f2
EXHIBIT “A”
LAND TRANSFER TO
CITY OF INDIAN WELLS

Those certain parcels of land situated in the City of Indian Wells, County of Riverside, State of
California, being a portion of that property described in a Grant Deed recorded March 7, 2003
as Instrument No. 2003-163830 together with a portion of Parcel 2, as shown on Parcel Map
No. 28833 recorded in Book 195, Pages 10 through 15, of Parcel Maps, both in the Office of the
County Recorder, of said County of Riverside, more particularly described as follows:

PARCEL “A”

COMMENCING at the northwest corner of the northeast quarter of the southeast quarter of

Section 24, Township 5 South, Range 6 East, S.B.M., as calculated per said Parcel Map No.
28833;

thence South 00°06'53" East 27.81 feet to the TRUE POINT OF BEGINNING, said point being
on the southerly Right-of-Way line of Miles Avenue as shown on said Parcel Map No. 28833,
said point also being on a non-tangent curve concave northerly and having a radius of 5050.00
feet, a radial line of said curve from said point bears North 05°21'06" East;

thence along said curve and said southerly Right-of-Way line, easterly 473.70 feet through a
central angle of 05°22'28";

thence tangent from said curve North 89°58'38" East 856.47 feet;

thence continuing along said southerly Right-of-Way line North 89°33'37" East 505.51 feet to a

point on the northerly terminus of a line parallel with and 505.50 feet east of the west line of said
Parcel 2;

thence along said parallel line, South 00°09'06" East 1468.73 feet to a point on the southerly
line of an easement to the Coachella Valley Water District for Storm Water Channel purposes,
as described in a document recorded December 31, 1963 as Instrument No. 137804, said point
being on the southerly line of said Parcel 2, said point also being on a non-tangent curve
concave northeasterly and having a radius of 4000.00 feet, a radial line of said curve from said
point bears North 07°03'00" East;

thence along said southerly line and said curve westerly 515.12 feet through a central angle of
07°22'43" to a point on the easterly line of that parcel of land conveyed to Coachella Valley
Water District per a Grant Deed recorded May 20, 1965 as Instrument No. 58617 of Official
Records in said Office of the County Recorder, of said County of Riverside;

thence non-tangent from said curve along said easterly line North 00°09'06" West 94.05 feet;
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EXHIBIT “A” March 2, 2006
CITY OF INDIAN WELLS JN 20-100725-02
LAND TRANSFER Page 2 of 2

thence along the northerly line of said Instrument No. 58617, South 89°56'14" West 310.97 feet
to a point on the said southerly line of said Strom Water Channel, said point being on a
non-tangent curve concave nartheasterly and having a radius of 4000.00 feet, a radial line of
said curve from said point bears North 19°05'08" East;

thence along said curve northwesterly 828.06 feet through a central angle of 11°51'40";

thence continuing along said southerly, tangent from said curve North 59°03'12" West 316.41
feet to the west line of said northeast quarter of the southeast quarter of Section 24;

thence North 00°06'53" West 784.63 feet to the TRUE POINT OF BEGINNING.
CONTAINING: 50.123 Acres, more or less

EXHIBIT “B” attached and by this reference made a part hereof.

SUBJECT TO all Covenants, Rights, Rights-of-Way and Easements of Record.

This description was prepared by
me or under my direction.

= Eevi D. Cox, E.L.S. 7930

My license expires 12/31/07.
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EASEMENT NOTES

A AN EASEMENT FOR SPECIFIC AND INCIDENTAL PURFOSES, IN FAVOR OF COACHELLA VALLEY COUNTY WATER DISTRICT, IN AN
INSTRUMENT RECORDED DECEMBER 31, 1963 AS INSTRUMENT NO. 137804 OF OFFICIAL RECORDS OF RIVERSIDE COUNTY.

& AN EASEMENT FOR REGIONAL TRAIL PURPOSES, IN FAVOR OF THE PUBLIC, FER PARCEL MAP NO. 28833, P.M.B. 195/10-15.

EXHIBIT "B’

PLAT TO ACCOMPANY A LEGAL

DESCRIPTION OF A PORTION OF PARCEL
2 OF PARCEL MAP 28833 TOGETHER
WITH THAT PROPERTY DESCRIBED IN A
GRANT DEED INST. NO. 2003-163830

SHEET 1 OF 1 SHEET

W PLANNING B DESIGN B CONSTRUCTION
74-130 COUNTRY CLUB DRIVE, SUITE 201
" = =

PALM DESERT, CALIFORMA 92260-1655
CONSULTING 760-346-7481s  FAX 7603468315 « wwwREF com

DATE: MARCH 2, 2006 JN: 20-100725-001
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03/22/2006 15:56 FAX 9095106226 LINDA KENASTON/FATCO [doo2/012

CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyeci by the Grant Dated attached
' heceto as Exhibit A from Garden of Champions LLC, a California limited liability company,
to City of Indian Wells, a charter city duly organized under the Constitution and laws of the
State of California, is hereby accepted by order of the undersigned officer on behalf of the
"City of Indian Wells pursuant to, authority conferred by the City Council of the City of Indian
Wells pursuant to Resolution #90-1 adopted on January 18, }990.and the grantee conseats to

recordation thereof by its duly authorized officer.

Dated: March 14 2006

City of Indian Wells, a charter city duly
organized) Cmsutuuon and laws of

T0 X
Title: C:tyManager/Clty Cletk

40980427.1
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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, wunusual 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 Ilevel 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.

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



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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