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LETTER OF TRANSMITTAL

June 19, 2021

Ms. Lori Livachich
24000 Potter Road
Salinas, CA 93908

RE: Appraisal of a Commercial Agricultural/Greenhouse Property

24000 Potter Road, Salinas, CA 93908

Monterey County

At your request and authorization, KWA Appraisal (KWA) has prepared an appraisal report of the

market value of the Fee Simple interest in the above-referenced real property “As Is”. The subject

property is more fully described, legally and physically, within the enclosed report.

Data, information, and calculations leading to the value conclusion are incorporated in the report

following this letter. The report, in its entirety, including all assumptions and limiting conditions, is

an integral part of an inseparable from this letter.

Based on the foregoing analysis, it is concluded that the “As Is” market value of the Fee Simple

interest in the subject property as of May 28, 2021 is:

SIX MILLION FOUR HUNDRED THOUSAND DOLLARS

($6,400,000)

The following appraisal sets forth the most pertinent data gathered, the techniques employed,

and the reasoning leading to the opinion of value. The analyses, opinions and conclusions were

developed based on, and this report has been prepared in conformance with, our interpretation

of the guidelines and recommendations set forth in the Uniform Standards of Professional

Appraisal Practice (USPAP), the requirements of the Code of Professional Ethics and Standards

of Professional Appraisal Practice of the Appraisal Institute, and The Financial Institution Reform,

Recovery, and Enforcement Act of 1989 (FIRREA), Title XI Regulations.
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The global outbreak of a “novel coronavirus” known as COVID-19 was officially declared

a pandemic by the World Health Organization (WHO). The reader is cautioned, and

reminded that the conclusions presented in this appraisal report apply only as of the

effective date(s) indicated. The appraiser makes no representation as to the effect on the

subject property of any unforeseen event, subsequent to the effective date of the appraisal.

It has been a pleasure to assist you in this assignment. If you have any questions concerning the

analysis, or if I can be of further service, please do not hesitate to contact me.

Respectfully Submitted,
Kim H. White

by:

_______________________________
Kim H. White, CREA, CGBP, CCAC
KWA Appraisal
CA State Certification No. AG032137
Exp. Date: 02/27/2022
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CERTIFICATION OF APPRAISER

We certify that to the best of our knowledge and belief:

1. The statements of fact contained in this report are true and correct.

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

3. We have no present or prospective interest in the property that is the subject of this report and
have no personal interest or bias with respect to the parties involved.

4. Our compensation is not contingent upon the reporting of a predetermined value or direction
in value that favors the cause of the client, the amount of the value estimate, the attainment
of a stipulated result, or the occurrence of a subsequent event, such as the approval of a loan.

5. Our analyses, opinions, and conclusions were developed, and this report has been prepared,
in conformity with the Uniform Standards of Professional Appraisal Practice of The Appraisal
Foundation and the requirements of the Code of Professional Ethics and the Standards of
Professional Appraisal Practice of the Appraisal Institute. In addition, this report conforms to
the requirements of the Financial Institution Reform, Recovery, and Enforcement Act
(FIRREA).

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

7. The undersigned appraiser has completed the requirements of the continuing education
program of the State of California.

8. Kim H. White has made a personal inspection of the property that is the subject of this report.
No one provided professional significant assistance.

9. The undersigned appraiser has extensive experience in the appraisal/review of similar
property types.

10. All appraisers who signed off on this report are currently certified and/or licensed in the state
where the subject is located.

11. Kim H. White has not performed professional services, as an appraiser, regarding the property
that is the subject of this report within the three-year period immediately preceding acceptance
of this assignment.

Kim H. White, CREA, CGBP, CCAC
CA State Certification No. AG032137
Exp. Date: 02/27/2022
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SUMMARY OF SALIENT FACTS

Property: Commercial Agricultural Cultivation/Greenhouse Property

Location: 24000 Potter Road, Salinas, Monterey County, CA 93908 –
Physical Address.

The subject’s legal location is located in Monterey County.

Assessor’s Parcel Numbers: 137-051-021-000

Property Description:
The subject property is comprised of approximately 45,917+/-

square feet of existing greenhouses, warehouse, barn,

single-family house and 4-units (total) that are in average

condition. One of the four units is configured within the

mezzanine of the warehouse and thus we have excluded the

footage associated. In addition, there are two large horse

arenas with triple crown fencing, three storage sheds, three

modular housing units, removable exterior stalls and the SFR

Garage (which have been considered as non-calculated

improvements). The site also has approximately 4-acres of

graded trucking yard which is currently used to store large

commercial trucks. There were formerly greenhouse

improvements at the truck yard site that were removed,

graded and that location is now the current trucking yard

parking. The subject is zoned F40 — Farmlands District. The

following structures exist on-site currently:

Current Use:
The property is currently 100% occupied by the Owner/User.

The current use is as an agricultural property consisting of

Improvements SF

Greenhouse (4) 35,424

Warehouse & Office 2,400

SFR (4BD/4BA) 2,338

Barn 1,800

4 Units 3,955

Total 45,917

Non-Calculated Improvements

Storage Sheds (3) N/A

Horse Arenas N/A

Modular Units (3) N/A

Removable Stalls N/A

SFR Garage 630
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one single family home, horse arena, four greenhouses,

storage units, a horse barn, 3 portable modular units,

warehouse with office and living 4-units, and a truck parking

yard (level graded dirt).

Highest and Best Use

As Though Vacant: Owner/User Greenhouse/Cultivation/Agricultural Property

As Improved: Owner/User Greenhouse/Agricultural Property

Property Rights Appraised: Fee Simple

Date of Value: May 28, 2021

Land Area 10.00 acres / 435,600 SF (Total)

Improvements

Gross Building Area (SF):

Year Built: 1988 (approximated)

Overall Condition: Average

Estimated
Marketing/Exposure Time: 6-12 months

Financial Indicators

Current Occupancy: 100% (Owner Occupied)

“As-Is” Valuation

Income Capitalization
Approach:

Not Developed

Improvements SF

Greenhouse (4) 35,424

Warehouse & Office 2,400

SFR (4BD/4BA) 2,338

Barn 1,800

4 Units 3,955

Total 45,917

Non-Calculated Improvements

Storage Sheds (3) N/A

Horse Arenas N/A

Modular Units (3) N/A

Removable Stalls N/A

SFR Garage 630
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Sales Comparison Approach: $6,400,000

Cost Approach: Not Applicable

Final Value "As Is"

Conclusion: $6,400,000

Date of Value May 28, 2021
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INTRODUCTION

PROPERTY IDENTIFICATION

The subject is located at 24000 Potter Road, Salinas, Monterey County, California 93908. The

county assessor's tax identification number is 137-051-021-000.

A copy of preliminary title report was not provided for our review.

LEGAL DESCRIPTION

The Legal Description is provided below:

OWNERSHIP AND PROPERTY HISTORY

The subject property owner of record is CV Transportation, Inc. per Monterey County records.

The subject has not had a market transaction in the past three years.

The client supplied a Commercial Property Purchase Agreement and Escrow Instructions for

Purchase dated August 18, 2020 and is currently in escrow with a purchase price of $5,000,000.

The Sales and Buyer Agent is Susan Thomas of Coldwell Banker. The sale is between Calamus

Brands, Inc. (Buyer) and CV Transportation (Seller).

Addendum #1 has the following conditions:

1. Sale is subject to buyers able to receive a CUP (Conditional Use Permit) from Monterey

County.

2. Buyers upon when they Sale the property, Seller will receive 5% of the gross sales.

3. Seller to remain on the property after COE and will continue to operate and live on the

property until first planting or 60-day notice.

No other Addendum’s were provided. Based upon our review of the sale transaction and

comparables, it appears that the current escrow price represents below market value. Other

conditions of sale were not made available.

DATE OF INSPECTION AND VALUATION

The site was last inspected by Kim White on May 28, 2021 (noted interior and exterior of the

subject was inspected). The date of value in the report was estimated as of May 28, 2021, which

represents the Fee Simple “As Is” value as of the date of inspection.
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PURPOSE OF THE APPRAISAL

The purpose of this appraisal is to estimate the market value of the Fee Simple Estate in the

subject property “As Is”.

Market value is defined as follows:

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

1. Buyer and seller are typically motivated;
2. Both parties are well informed or well advised, and acting in what they consider their

own best interests;
3. A reasonable time is allowed for exposure in the open market;
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. 1

INTENDED USE OF REPORT

The intended use of this report is for potential private party sale and/or financial planning. It may

be used in connection with the acquisition and disposition of the property.

INTENDED USER OF REPORT

This appraisal is for use by Lori Livachich and its representatives. Lori Livachich is our client and

the entity that has engaged us.

PROPERTY RIGHTS APPRAISED

The value estimated represents the Fee Simple Interest.

SCOPE OF WORK - APPRAISAL DEVELOPMENT AND REPORTING PROCESS

The following steps were completed by KWA for this assignment:

1. Analyzed regional, city, neighborhood, site, and improvement data.

1 The definition of market value is taken from: The Office of the Comptroller of the Currency under 12 CFR,
Part 34, Subpart C-Appraisals, 34.42(f), August 24, 1990. This definition is compatible with the definition
of market value contained in The Dictionary of Real Estate Appraisal, Third Edition, and the Uniform
Standards of Professional Appraisal Practice adopted by the Appraisal Standards Board of The Appraisal
Foundation, 1992 edition. This definition is also compatible with the OTS, RTC, FDIC, NCUA, and the
Board of Governors of the Federal Reserve System definition of market value.
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2. Inspected the subject and the neighborhood.
3. Reviewed data regarding taxes, zoning, utilities, easements, and city services.
4. Considered comparable improved sales, comparable improved building and rental

information. Confirmed data with principals, managers, or real estate agents
representing principals, unless otherwise noted.

5. Analyzed the data to arrive at conclusions via each approach to value used in this
report.

6. Reconciled the results of each approach to value employed into a probable range of
market data and finally an estimate of value for the subject, as defined herein.

7. Estimated a reasonable exposure time associated with the value estimate.

The subject site and improvement descriptions are based on a personal inspection of the property

and knowledge of construction techniques. The inspection is not a substitute for thorough

engineering studies.

To develop the opinion of value, KWA APPRAISAL performed a complete and thorough appraisal

process, as defined by the Uniform Standards of Professional Appraisal Practice utilizing the

Sales Comparison and Income Capitalization approaches. The Cost Approach was excluded from

our analysis as the subject is older and depreciation is difficult to determine. Further, Buyers in

the subject’s market are not relying upon the Cost Approach.

This report is intended to comply with the reporting requirements set forth under Standards of

Professional Appraisal Practice (2020-2021 USPAP). In this appraisal, KWA APPRAISAL has

considered all known applicable approaches to value. The value conclusion reflects all known

information about the subject property, market conditions, and available data.

The Restricted Use Report incorporates in a summary format with a practical explanation of the

data, reasoning and analysis that were used to develop the opinion of value. It also includes

summarized descriptions of the subject property and the market for the subject property type. All

data considered significant that was requested for this assignment was received by KWA.

The subject property was valued "As Is", by gathering sales of buildings in finished condition.

These sales were applied in the Sales Comparison Approach to derive a final "As Is" value

conclusion. The Sales Comparison approach was utilized in valuing the subject property "As

Is"

The report incorporates a practical explanation of the data, reasoning and analysis that were used

to develop the opinion of value. It also includes summarized descriptions of the subject property

and the market for the subject property type. All data considered significant that was requested

for this assignment was received by KWA APPRAISAL.

The Sales Comparison Approach is predicated on the principle that a buyer would pay no more

for an existing property than for a comparable property with similar utility. This approach is

contingent on the reliability and comparability of available data. The data developed was

considered sufficiently reliable to reach a value conclusion by the Sales Comparison Approach.
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We have applied the Sales Comparison approach only, which is the most applicable approach

for an Owner/User valuation with no historical/income data provided for the year of valuation.

Due to the project size, buildings and tenant configuration of the subject property, the most likely

buyer for the subject property is an Owner/User or Investor, similar to the current Owner.

The final value conclusion and the approaches relied upon give strong consideration to the market

behavior of the typical buyer and current market environment for the property appraised.

We have searched MLS, LoopNet, Public Record, CoStar and surveyed Local Owners and

Brokers for sale and rental comparables within the subject’s market area.

COMPETENCY STATEMENT

The Appraiser, Kim White is competent to appraise the subject property by having requisite

abilities, qualities, knowledge and insight to the property type. They possess the necessary

appraisal experience along with continuous academics in order to remain abreast of current and

future trends in the real estate market and the appraisal profession.

PERSONAL PROPERTY

There were no items of personal property considered or included in this valuation.

SPECIAL APPRAISAL INSTRUCTIONS / EXTRAORDINARY ASSUMPTIONS

During our onsite inspection on May 28, 2021, we were able to inspect all of the structures at the

subject site. It is an Extraordinary Assumption that any structure not inspect at the subject is

similar condition and quality to other units in that building.

Extraordinary Assumptions

~ It is an extraordinary assumption that the improvements (above or below ground) on the

parcel do not contain hazardous chemicals that would require remediation, thus altering the

value of the property to a potential buyer as they would consider remediation costs against

the price.

~ There is an extraordinary assumption that the approved historic footprint will be available for

potential future building.

~ That the site is suitable for State licensing of Cannabis Cultivation and that future CEQA

requirements will not impede obtaining a state license or CUP. Along these lines, it is

assumed that the County will allow construction of a building or buildings.

The global outbreak of a “novel coronavirus” known as COVID-19 was officially declared

a pandemic by the World Health Organization (WHO). The reader is cautioned, and

reminded that the conclusions presented in this appraisal report apply only as of the

effective date(s) indicated. The appraiser makes no representation as to the effect on the

subject property of any unforeseen event, subsequent to the effective date of the appraisal.
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There were no special appraisal instructions for this appraisal report.

GENERAL ASSUMPTIONS

Various estimates of building and site data were furnished by the owner, client, and/or their

agents. This opinion of value reported herein assumes that the data provided are the most recent

and accurate.

We note that our appraisers are not experts in the following domains:

• Technical Environmental Inspections: No Environmental Site Assessment report was

provided in conjunction with this appraisal. If a report is commissioned and there are any

environmental issues uncovered, they could affect our opinion of value reported. We

recommend the services of a professional engineer for this purpose.

• Zoning Ordinances: We recommend an appropriately qualified land use attorney if a definitive

determination of compliance is required.

• Building Inspections: We recommend a building engineer or professional property inspector

for the inspection. Any immediate expenditures that a trained professional may determine are

needed, could affect our opinion of value reported.

• Easements, Encroachments, and Restrictions: We know of no deed restrictions, private or

public, that further limit the subject property's use. The research required to determine whether

or not such restrictions exist, however, is beyond the scope of this appraisal assignment. Deed

restrictions are a legal matter and only a title examination by an attorney or Title Company

can usually uncover such restrictive covenants. Thus, we recommend a title search to

determine if any such restrictions do exist.

• Building Health and Fire Codes: Our valuation assumes there are no known code violations.

GEOGRAPHIC COMPETENCY

In order to acquire geographic competency, the appraisers have researched the local market,

examined supply and demand factors, economic and development activity, and interviewed local

market participants and real estate brokers.

MARKETING/EXPOSURE TIME

Based upon a review of recent sales transactions in the subject market area and interviews with

market participants, along with inspection and evaluation of the subject property, the estimated

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

to the hypothetical consummation of a sale at Market Value “As Is” as of the date of value of this

appraisal is estimated to be 6-12 months – marketing/exposure time. We forecast that this is
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a reasonable time of exposure under current market conditions (and given the Covid-19

Epidemic) to sell the subject at the appraised value. It is also necessary to estimate the

appropriate "exposure time" which is defined as the amount of time from when a property is

available for sale to the date on which it enters escrow.
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AREA ANALYSIS

The dynamic nature of economic relationships within a market area has a direct bearing on real

estate values and the long-term quality of a real estate investment. In the market, the value of a

property is not based on the price paid for it in the past or the cost of its creation, but on what

buyers and sellers perceive it will provide in the future. Consequently, the attitude of the market

toward a property within a specific neighborhood or market area reflects the probable future

trend of that area.

Since real estate is an immobile asset, economic trends affecting its locational quality in relation to

other competing properties within its market area will also have a direct effect on its value as an

investment. To accurately reflect such influences, it is necessary to examine the past and probable

future trends, which may affect the economic structure of the market and evaluate their impact on

the market potential of the subject. This section of the report is designed to isolate and examine

the discernible economic trends in the region and neighborhood, which influence and create value

for the subject properly.

REGIONAL INFLUENCES

Overview

The subject is located at 24000 Potter Road in the City of Salinas, which is an incorporated city

in Monterey County, California.

MONTEREY COUNTY

Monterey County is a county located on the Pacific coast of the U.S. state of California. As of

the 2010 census, the population was 415,057. The county seat and largest city is Salinas.

Monterey County comprises the Salinas, CA Metropolitan Statistical Area. It borders the

Monterey Bay, from which it derives its name. The northern half of the bay is in Santa Cruz

County. Monterey County is a member of the regional governmental agency, Association of

Monterey Bay Area Governments.

The coastline, including Big Sur, State Route 1, and the 17 Mile Drive on the Monterey

Peninsula, has made the county world-famous. The city of Monterey was the capital of California

under Spanish and Mexican rule. The economy is primarily based upon tourism in the coastal

regions and agriculture in the Salinas River valley. Most of the county's people live near the

northern coast and Salinas Valley, while the southern coast and inland mountain regions are

sparsely populated.
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COUNTY MAP

Compiled by KWA Appraisal

History

Monterey County was one of the original counties of California, created in 1850 at the time of

statehood. Parts of the county were given to San Benito County in 1874. The area was originally

populated by Ohlone, Salinan and Esselen tribes.

The county derives its name from Monterey Bay. The bay was named by Sebastian Vizcaino in 1602 in

honor of the Conde de Monterrey (or Count of Monterrey), then the Viceroy of New Spain. Monterrey is

a variation of Monterrei, a municipality in the Galicia region of Spain where the Conde de Monterrey and

his father (the Fourth Count of Monterrei) were from.

Geography

According to the U.S. Census Bureau, the county has a total area of 3,771 square miles (9,770

km2), of which 3,281 square miles (8,500 km2) is land and 491 square miles (1,270 km2) (13%)

is water. The county is roughly 1.5 times larger than the state of Delaware, and roughly similar

in population and size to Santa Barbara County.
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Economy

Jobs & Unemployment

Salinas, as in the wider U.S., remains in recession thanks to the coronavirus pandemic.

Even before the onslaught of the virus, metro unemployment was elevated compared to

the national average. While some jobs have returned, the unemployment rate continues

to outpace that of many parts of the nation due to the affluent and leisure-focused areas

of Monterey and Carmel. Thanks to those locales, Salinas is home to significantly more

leisure and hospitality jobs than the U.S. norm. Add in retail trade, and the two employment

nodes accounted for approximately 30% of all local jobs to begin 2020. Moreover, leisure

and hospitality were easily leading Salinas in job growth on the eve of the pandemic, and

retail trade was picking up new workers as well. However, each sector has experienced

multiple waves of job losses because of both mandated store closures and reduced service

offerings. Government also accounts for an outsized concentration of jobs, and year-over-

year growth was notably higher than that of the wider metro in the beginning of 2020.

While typically a sector that helps buttress employment during economic downturns, this

time has been different. Tax revenue has cratered because of the pandemic, and unlike

nearly all local employment nodes, government has lost workers since metro job losses

bottomed last April.
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Demographics

Generally, the western/southern parts of the Monterey Peninsula, Carmel Valley, Creekbridge (Salinas),

and eastern parts of Prundale were the county's most affluent and educated (see dark blue on map).

These areas had a median household income significantly above that of the California or the U.S. overall

(typically above $95,000 vs. $60,000 for California and $52,000 for the U.S.) and comprised roughly 8%-

10% of neighborhoods (as defined by Census Block Groups). Educational attainment was at least on

part with, or above, state and national levels, in these areas while the percentage of people living in

poverty was typically a third or less than national and statewide average (with the exception of South

Salinas).

Social deprivation (poverty and low levels of educational attainment) was concentrated in the

central and eastern parts of Salinas, and central areas of Monterey, Seaside, Marina, Soledad

and King City. In central and eastern Salinas up to 46% of individuals lived below the poverty

line and those without a secondary education formed a plurality or majority of residents. Overall,

the Salinas metropolitan area, defined as coterminous with Monterey County, was among the

least educated urban areas in the nation.

Conclusion

While Monterey is well known for its tourist destinations throughout, the area has been

largely affected by those same industries. There is a clear bifurcation between the haves

and haves-not. In Monterey County income varies considerably based on job and location.

Those that live on the coast are affluent, while those in the retail and service sectors have

lower wages. These industries have been affected the most by the pandemic, and many
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have not returned to work. This will weigh on the recovery moving forward. It is likely than

Monterey County will take longer to rebound than its peers.

CITY OF SALINAS

Salinas is the county seat and largest municipality of Monterey County, California. Salinas is

located just outside the southern portion of the greater Bay Area and 10 miles (16 km) east-

southeast of the mouth of the Salinas River, at an elevation of about 52 feet (16 m) above sea

level. The population was 155,662 as of 2013.

The city is located at the mouth of the Salinas Valley roughly eight miles from the Pacific Ocean and has

a coastal climate. The city consists mostly of late 20th century single family homes and low-level

apartments, ranging from modest bungalows to spacious luxury homes, and serves as the main

business, governmental and industrial center of the region.

The marine climate is ideal for the floral industry, grape vineyards, and vegetable growers. Salinas is

known for its vibrant and large agriculture industry and as the hometown of writer and Nobel Prize in

Literature laureate John Steinbeck, who based several of his novels there.

Geography

According to the United States Census Bureau, the city has a total area of 23.2 square miles,

99.84% of it land and 0.16% of its water.

Prior to mass agricultural and urban development, much of the city consisted of rolling hills bisected by

wooded creeks and interspersed with marsh land. The city rests about 59 feet above sea level, and it

is located roughly eight miles from the Pacific Ocean. The Gabilan and Santa Lucia Mountain ranges

border the Salinas Valley to the east and to the west, respectively. Both mountain ranges and the

Salinas Valley run approximately 90 miles south-east from Salinas towards King City.

The Salinas River runs the length of the Salinas Valley and empties into the Pacific Ocean at the center

of the Monterey Bay. During the summer months the river flows partially underground and it is this

extensive underground aquifer that allows for irrigation of cropland in an area without much annual

rainfall.

Demographics

As of the 2008-2012 American Community Survey by the U.S. Census Bureau, Salinas tended to be

poorer and less educated than California and the nation as a whole, with the notable exception of sizable

neighborhoods in the southern and north-eastern portions of the city (see thematic maps and table

below). The most affluent and educated neighborhoods in Salinas are Creekbrige (North-East),

Laurelwood (Central-West) and South Salinas (South-West). Hebbron Heights/central East Salinas was
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the poorest and least educated - as it has been since the Alisal area containing it was annexed by the

city in 1963.

The following demographic profile, reflects the subject’s municipality and market. All values

presented herein are estimates for 2021 and all figures presented are for the subject

neighborhood unless otherwise stated.

While most neighborhoods saw 1 in all 4-to-6 residents live in poverty, only 1 in 25 residents lived in

poverty in Creekbridge - by far the lowest rate in the city and less than a third of state and national

average. Regarding educational attainment, the pattern was different. There remained a significant

disparity across the city, but the city's most affluent neighborhoods failed to exceed national or statewide

averages despite having significantly higher incomes and lower poverty than California or the nation as

a whole.

Population

The Salinas Metro Area has a population of 438,234 as of 2020. As illustrated in the table

below, the current population of Monterey County has increased at an annual rate of .54%

since 2010, which is lower than the metro area as a whole. Looking forward, population

growth is expected to decelerate, but remain positive, increasing at an annual rate of .46%

over the next five years. A breakdown of households and families in presented below along

with growth projections for the next five years.
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Household Income Levels

The median household income is well above the U.S. norm. Still, earnings throughout are low

for most. Conditions in the city of Salinas, for example, differ greatly from those in the coastal

areas where the cost of living is higher, and the residents are very affluent.

Education

Salinas is the second least educated area among the 150 largest metropolitan areas in America.

Salinas has seven school districts serving the city core and adjacent unincorporated areas. The largest

school district in Salinas is the Salinas Union High School District (grades 712) with 13,578 students

enrolled in 10 campuses. The Salinas City Elementary School District is the largest elementary school
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district in Salinas, with 13 schools and 7,954 students. Other districts include Santa Rita Union

Elementary School District, Graves Elementary School District, Washington Union School District,

Lagunita School District, and Alisal Union School District. Opportunities for higher education in Salinas

include Hartnell College.

Transportation

Major Highways and Roads

U.S. Route 101 is the major north-south highway in Salinas, linking the city to the rest of the

Central Coast region, San Francisco to the north, and Los Angeles to the south. California State

Route 68 heads west to Monterey, while California State Route 183 runs northwest to Castroville.

State Route 68 (SR 68) is a state highway in the U.S. state of California, located entirely in

Monterey County. It runs from Asilomar State Beach in Pacific Grove to U.S. Route 101 in

Salinas. The approximately 20-mile-long highway serv es as a major route between the Monterey

Peninsula and Salinas.

 SR 68 US 101

 SR 1 CR G17

 SR 218

Rail

Amtrak, the national passenger rail system, serves Salinas, operating its Coast Starlight daily in

each direction between Seattle, Washington, and Los Angeles.

Bus

Public transportation via bus is provided by Monterey-Salinas Transit. Public buses take passengers

throughout the county, as well as San Jose and Gilroy. Buses to San Jose and Gilroy connect to Caltrain

and Amtrak in those cities. Greyhound operates from the Salinas Amtrak station with service to other

California cities and throughout the United States.

Airport

Salinas Municipal Airport is located on the southeastern boundary of the City of Salinas, three miles

from the city center. It is a general aviation facility occupying 763 acres, with three runways serving

single and twin-engine aircraft and helicopters, as well as an increasing number of turbo-propeller

and turbine-powered business jets.

The airport has an air traffic control tower in operation twelve hours a day, seven days a week.

The airport terminal is located on Mortensen Avenue and houses airport office staff as well as
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professional offices. The city is currently accepting proposals for leasing and operation of the

restaurant located within the Terminal. Salinas Airport Commissioners agreed to a proposed

project that would bring a 100-room hotel, offices and hangars to a vacant lot in front of the

Salinas Municipal Airport terminal. The Salinas Jet Center would include a national chain hotel,

80,000 square feet of office space, four large complexes combining more offices with airplane

hangars and a 24-hour, full-service aircraft fueling station. The project would also include a

taxiway to allow planes to access the new hangars.

The airport has full Instrument Landing System (ILS) and VHF omnidirectional range (VOR)

located on the airport. The ILS has a Medium Intensity Approach Lighting System, with Runway

Alignment Indicator Lights. The VOR approach has Runway End Identifier Lights. All but the ILS

runway, RWY 31, have Visual Approach Slope Indicators (VASIs).

The airport is the site of the California International Airshow, set annually in the late summer or

early autumn. The event draws thousands of visitors to Salinas over its three-day run.

Conclusion – City of Salinas

Overall, the City of Salinas is considered adequate with moderate demand and adequate

supply. The rebound from the 2008 financial crisis was not as strong as most top tier cities in

California; however, Salinas did experience an adequate rebound in commercial real estate

prices.

Neighborhood Influences

Location

The physical address of the property is 24000 Potter Road, Salinas, Monterey County, CA 93908.

The subject property is located on the south side of Potter Road. The area predominately includes

an agricultural use at varying densities.

SUBJECT
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Demographic Overview – Neighborhood Specific
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Boundaries

The neighborhood boundaries are considered to be:

North: Alisal Road

South: US-101 Freeway

East: Old Stage Road

West: US-101 Freeway/California Route G17

Land Use

In general, the land uses within the immediate neighborhood area are comprised of Commercial

agricultural and residential developments. Other commercial developments surround the subject property

along the major thoroughfares. The overall occupancy appears stable within the market area with regards

to industrial warehouse and commercial service-related uses with most projects in average to good

condition. The neighborhood appears to be over 65% developed.

Access

Primary access to the subject property is provided via Potter Road which is an east-west two-

way secondary roadway. Access to the subject property is provided by one curb cut via Potter

Road.

Conclusion and Relevance to the Subject Property

The neighborhood has features and qualities, which contribute to a positive demand for real estate. All

utilities are available throughout the neighborhood and the improvements in the area are generally in

average condition. The streets and other public areas are also in average condition, and parking is

adequate. The subject benefits from having direct local access to the US Highway 101 on-ramps that are

located 1.45 miles southwest from the subject.
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MARKET ANALYSIS – AGRICULTURAL INDUSTRY

Monterey County Agricultural Land Analysis

An overview of local market conditions is a necessary aspect of the appraisal process. The market

analysis forms a basis for assessing market area boundaries, supply and demand factors, and

indications of financial feasibility. In this section, KWA Appraisal discusses the status of local

market conditions.

The subject is located in Salinas which is a submarket.
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Overview

The Farmlands Zoning Districts or “F” Districts in Monterey County allow for all soil dependent

agricultural uses, including crop and tree farming, dry land farming, livestock farming,

greenhouses, and vineyards. Values have steadily expanded this cycle but have seen limited

growth over the last few years.

This data was compiled using Public Record data from CoStar.

Values

Values vary by agricultural use case throughout Monterey County. Agricultural land that is used

for Vineyards typically attract the higher price/SF, with a median price reaching ~$0.80SF but has
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reached ~$1.60/SF. Truck crops, which typically include tomatoes, lettuce, melons, beets,

broccoli, celery, radishes, onions, cabbage, and strawberries, command high values as well.

Although, with a median price of ~$0.50/SF, falls just short of Vineyards, although values can

reach $2.00/SF. Agricultural sites that are used for Pasture of Field and Seed command lower

values.

MONTEREY COUNTY AGRICULTURAL LAND ANALYSIS

The subject is located in the Central Coast Farming Region. The following is excerpted from the

ASFMRA 2020 Market Report regarding cannabis growth in this region:

2020 saw the completion of a California Environmental Quality Act (CEQA) analysis for

greenhouse properties in the Salinas Valley, which had been an impediment for completing

permits as the applicants were waiting on the traffic analysis portions to move forward; this is

judged to remove some risk to new operations coming online. Similar to other investment sectors,

there was limited activity overall in the Monterey County area as the market dealt with the

unknowns of a pandemic. There were no greenhouse sales to speak of in Monterey County, but

several properties are reportedly in escrow at prices that indicate stable to increasing values for

large-scale cannabis producers.
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Santa Cruz County had at least one greenhouse sale and San Benito County also had a 2020

sale after the approval of a maximum of 50 licenses in early 2019. To the south, in Santa Barbara

County, there was little in greenhouse sales activity, but there were several sales of properties in

the Los Alamos/Lompoc/Santa Ynez areas for open grow operations, which is unique to Santa

Barbara County where there is reportedly a potential to crop twice given the micro-climates and

emerging strains. Processors are investing in open grow properties in traditional northern

California grow areas to keep control over their supply of flower, but if Santa Barbara continues

to permit open grow and expansion of the industry, we could see an increasing portion of the

cannabis processed in the Central Coast of California being sourced from Santa Barbara. Indoor

leasing activity has slowed as the market continues to stabilize.

There are real estate sale transactions taking place, but the pace has slightly slowed. The sales

tend to represent properties that have been redeveloped and have all necessary permitting in

place of were near completion. The coastal counties that allow cannabis cultivation now have

similar permitting requirements, as provisional licensing is coming to an end. Places like Santa

Barbara County there is significant public pushback and permitting is being delayed as anti-

cannabis groups, including wine groups concerned about cannabis affecting flavors, are

contesting permits at both the Planning Commission and County Supervisorial levels.

San Mateo County has seen its first cannabis cultivation greenhouse finalized and Santa Cruz

County continues to experience limited activity. Monterey County has several leases in process;

rental rates appear to have stabilized and are expected to increase. The consensus amongst
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market participants, from cultivators to retailers (dispensaries), is that the largest burden is the

tax rate, limiting the growth of the legal industry and keeping black-market cannabis stable. Hemp

cultivation is becoming an alternative use in greenhouses that are too close to residential areas,

but in areas where cannabis cultivation is taking place many counties are requiring a minimum

distance between hemp and cannabis cultivation sits to prevent pollination. Cultivation of high-

quality hemp for a smokable alternative to cannabis (for CBD) is anticipated to absorb some of

the greenhouse space that the contracting flowing industry vacating; however, rents and land

values are not nearly as high as those paid for cannabis-eligible properties.

The outlook for the nursery/greenhouse market in 2021 is for stabilization with limited new

construction of greenhouse facilities.

FARM LABOR HOUSING

Similar to last year, demand for Farm Labor Housing (FLH) remains strong and there has been

little activity to add large quantities of beds for I-12A or low-income homes for domestic labor.

Salinas saw an additional 1,200 beds added in a large FLH project located at the periphery of the

city and some smaller projects that had sewer access and historic farm labor housing uses; these

developments were not spurred by last year's passage of ABI 783 as incentives from the bill are

negated by the requirement for a non-profit middleman to manage the FLH.

The large projects Monterey County has approved are highly similar and are anticipated to

operate efficiently during the pandemic, as they are designed with negative air pressure to keep

air in the units clean, thus potentially reducing airborne disease and allowing the occupants

to quarantine in their units, if needed. There has also been some activity regarding

accessory dwelling units (ADUs) to help alleviate the housing demand statewide, but thus

far the market has seen only minimal activity and no substantive impact has been made.

Nonetheless, counties are pursuing options to spur development as seen in Ventura

County where approved ADU plans for farm worker units have been provided by the

county and the permit process will be streamlined for applicants using those plans for

farm labor housing. There were reportedly sales of motels in the Santa Maria area to

be used specifically for FLH.
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Summary

With a total value of over $4.4 billion, cited from the 2019 crop report, Monterey County is the

fourth largest licensed cannabis county according to CDFA. The long history of traditional

agriculture carries with it a robust support infrastructure perfect for cannabis cultivation. With

these attributes, Monterey County has a bright future for the cannabis industry, and currently has

a very pro-cannabis ordinance that allows for all state available cannabis operations.

COMPETITIVENESS

Primary Competition

Most of the subject’s surrounding (adjacent) uses are other commercial cultivation and warehouse

projects. The properties are similar in terms of use age/condition and overall appeal.

Optimum Demand Parameters for the Subject Property

The optimum demand for the subject property comes from an Owner/User or Investor.



SUBJECT / CANNABIS SPECIFIC INFORMATION

30

SUBJECT / CANNABIS SPECIFIC INFORMATION

Given the subject property may be utilized as a Cannabis Cultivation and/or Grow operation at

some time in the future, we have included Cannabis Specific Information for reference purposes.

In 2015, the Monterey County Board of Supervisors adopted an ordinance allowing cannabis

cultivators to utilize historic greenhouse space, located mostly south and east of the City of

Salinas to cultivate cannabis. Similarly, the cities of Salinas, Seaside, Gonzales, Greenfield, and

King City adopted ordinances allowing for the cultivation of cannabis in green house and indoor

facilities, and each have their own regulations and tax structures surrounding cannabis

businesses. The vast majority of Cannabis cultivation occurs within the unincorporated areas of

Monterey County.

Monterey County’s Cannabis Ordinance limits cultivation to the footprint of buildings on farmland-

zoned property, including the neglected greenhouses remnant of a once thriving flower industry.

The Medicinal and Adult-Use Cannabis Regulation and Safety Act (MAUCRSA) specifically

governs the regulation of commercial cannabis activity in California and is described as follows:

It should be noted that “Industrial hemp” is specifically excluded from the definition of “cannabis”.

Industrial hemp contains a separate regulation and description.
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Licenses

Per the 2019 Cannabis Production Report produced by Monterey County, all Monterey County

commercial cultivators are issued state licenses from the CDFA CalCannabis Licensing Division.

Cannabis licenses generally fall within two categories: cultivation and nursery. Cultivation

licenses are required to cultivate cannabis in its mature state (flowering plants).

Monterey County’s ordinance allows for commercial indoor cultivation and mixed light cultivation.

Indoor cultivation utilizes only artificial light whereas mixed light cultivation combines artificial and

natural light to grow cannabis. At the local level, an applicant needs at least two permits to operate

in Monterey County. First, the applicant must obtain a Land Use Permit (LUP) from the County

of Monterey, which allows a specific property to be used for cannabis business purposes.

Second, the applicant must obtain a Monterey County Cannabis Business Permit (CNB), which

allows an operator to pass initial screening and background checks and provides the County with

square footage production for tax purposes. A licensee may not operate without a valid LUP,

CNB, and state license, and must be in good standing with the County.

Licensing can be the biggest barrier to entry for participants. In general, it could take up to a year

or more for licensing to be completed.

The following information is provided via the California Cannabis website:
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Market Participant Interviews

We have also interivewed Brokers active in the area about the subject’s market value.

The subject’s cultivation and warehouse market are considered to be good in the area should a

buyer choose to utilize the property for cannabis. The market outlook appears to be good for

cultivation uses.

The global outbreak of a “novel coronavirus” known as COVID-19 was officially declared a

pandemic by the World Health Organization (WHO). At this time, we believe the complete impact

is still unknown. We interviewed Ms. Susan Massa-Thomas of Coldwell Banker Commercial NRT

(831) 320-3119 with respect to his perspective within the market of the current impact and climate

regarding this historic condition.

Ms. Massa-Thomas is one of only a few Brokers who work exclusively with sales and listings of

cannabis properties in the Monterey County area. Ms. Massa-Thomas stated the market for this

property type is extremely busy. They are not light on inventory as much of the other market

products and have continued to show and sell properties through the 2021 year. The outlook for

the nursery/greenhouse market in 2021 is for stabilization with limited new construction of

greenhouse facilities. As clients realize the potential return on investment (18% on average),

more clients become interested.

The reader is cautioned, and reminded that the conclusions presented in this appraisal report

apply only as of the effective date(s) indicated. The appraiser makes no representation as to the

effect on the subject property of any unforeseen event, subsequent to the effective date of the

appraisal.
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STRENGTHS, WEAKNESSES AND OPPORTUNITIES

As more states legalize marijuana for medical use, it will drive the need for more growing and

processing facilities. The subject resides in the Green Zone of Monterey County. The industries

growth makes this a compelling sector for real estate investors seeking upside potential.

However, even after most states have legalized pot sales, cannabis growth remains illegal under

federal law. That federal ban closes big banks and stock exchanges to the business. Congress

has talked about mending the financial disabilities of American pot growers, but federal reform

will probably take a while. But the fact remains that cannabis-related real estate is generating

11% to 15% cap rates. In a cap rate starved world where we are seeing 4% and 5% cap rates,

this is something that will be of interest to investors.

There has been increased demand for similar assets for cannabis/cannabis cultivation, the

passage of the 2018 Farm Bill has allowed state departments of agriculture to submit cannabis

program plans for approval and regulate cannabis cultivation per their state specific programs. In

addition, the Fed recently lowered interest rates to historic lows, which will benefit commercial

real estate owners and buyers.

There are several converging trends that make 2021 a volatile year for all but the most

experienced industry players.

The macro tends to watch for in California’s cannabis market include:

~ Expanded license opportunities around the state.

~ Continued maturation of products and consumer preferences.

~ Pricing pressures.

~ Newly legalized banking and finance services.

In addition, voters around the state have recently approved dozens of local initiatives to tax and/or

regulate cannabis-related businesses. While not all of these jurisdictions will retain prohibition

conditions until decision-makers realize the myriad benefits of legalization.

Cannabis consumers are increasingly able to differentiate between licensed and unlicensed

retailers and products due to health and safety concerns spurred by the vape crisis and COVID-

19 pandemic. This will result in an increased focus on quality control and product legitimacy.

Pandemic-related disruptions are one driver accelerating cannabis consumption. As quarantine

conditions drive consumption, so too will they drive product development, with an increased focus

on products specifically tailored to addressing insomnia and anxiety. We also anticipate seeing

a surge in offerings for women and seniors in 2021.
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It is also possible the federal government will remove obstacles to accessing banking and

traditional services in 2021. Such a move would increase valuations across the board, as new

debt financing would provide companies breathing room to expand and innovate.

Subject Specific

Strengths / Opportunities

 Cannabis is a HOT market (stronger demand & higher prices) and Flowers are not.

 Highest ROI for agricultural crops given year-round indoor cultivation.

 Good linkage to Monterey, San Jose, San Francisco, and the Bay Area.

 The farmland has good location in the Green Zone within the Salinas Valley.

Weaknesses / Threats

 Coronavirus pandemic

 Federal legislation inhabits financing for lending purposes.

 Extensive site improvements required.

 State Licensing (CUPs) for cultivation and distribution required.
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SITE ANALYSIS

The description of the site can be detailed as follows:

Location: 24000 Potter Road, Salinas, Monterey County, California 93908.

Assessor’s Parcel
Numbers:

137-051-021-000 (Monterey County Assessor)

Land Area1 10.00 acres / 435,600 SF (Total – 1 Parcels).

Shape and Frontage: The subject site’s shape is rectangular. The subject has direct
access from Potter Road.

Topography and
Drainage:

The site is generally level. Our investigation did not reveal any
significant drainage problems.

Soils: No soils report was provided; it is assumed that soils are
adequate for the existing use.

Easements and
Encroachments:

A copy of preliminary title report was not provided for our review.

There does not appear to be any adverse easements or
encroachments that would diminish the utility or marketability of
the subject property. This valuation assumes that the market
value of the subject property is not adversely affected by any
easements, encroachments or other special conditions.

Covenants, Conditions,
and Restrictions:

A copy of preliminary title report was not provided for our review.
This valuation assumes that the market value of the subject
property is not adversely affected by any covenants, other than
zoning and other special conditions.

Utilities: Public & Septic Sewer

Flood Zone: According to maps published by the Federal Emergency
Management Agency (FEMA), the subject lies within Zone A as
indicated on FEMA Community Map Panel 060195-06053C-
0240G dated April 2, 2009.

The subject property is located in Flood Zones “A” and “X” which

defines areas both inside and outside the flood zone. The flood

zone information is provided by the FEMA Flood Insurance Rate

Map Number 060195-06053C0400G, dated April 2, 2009. It

should be noted the “A” Zoning is minimal. Please see Zoning

for further information regarding Flood Zone of subject.

1 Source: Plat Map
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Earthquake: All properties in California are subject to some degree of seismic
risk. The Alquist-Priolo special Studies Zone Act of 1972 was
enacted by the State of California to regulate development near
active earthquake faults. The Act required the State Geologist
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to delineate “special studies zones” along known active faults in
California. Cities and Counties affected by the identified zones
must limit certain development projects within the zones unless
geologic investigation demonstrates that the sites are not
threatened by surface displacement from future faulting.

The appraisal company is not qualified to determine if fault lines
do or do not affect the property. KWA recommends that the client
obtain an engineering study that will identify any deficiencies
affecting the subject or surrounding area.

Adjacent Properties

North: Agricultural

South: Agricultural

East: Agricultural

West: Agricultural

Conclusion: There were no adverse soils conditions noted at the time of
inspection of which KWA is aware. The topography is level and
poses no specific development limitation. In conclusion, from a
physical standpoint, the site is considered adequate for
agricultural cultivation and warehouse building development.



SITE ANALYSIS

40

SUBJECT PLAT MAP
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SUBJECT SKETCH
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IMPROVEMENT ANALYSIS

The subject property is approximately a 10-acre compound/parcel which is located in the Green

Zone in the Salinas Valley which would be ideal to an owner or operator in the Greenhouse

industry. The subject property is comprised of approximately 45,917+/- square feet of existing

greenhouses, warehouse, barn, single-family house and 4-units (total) that are in average

condition. One of the four units is configured within the mezzanine of the warehouse and thus we

have excluded the square footage associated. In addition, there are two large horse arenas with

triple crown fencing, three storage sheds, three modular housing units, removable exterior stalls

and the SFR Garage (which have been considered as non-calculated improvements).

The following structures exist on-site currently:

The site also has approximately 4-acres of graded trucking yard which is currently used to store

large commercial trucks. There were formerly greenhouse improvements at the truck yard site

that were removed, graded and that location is now the current trucking yard parking. The

greenhouses were removed are part of the subject’s historical footprint. The greenhouses

removed are believed to have been permitted prior to January 1, 2016; which is a unique requirement

for cultivation structures under Monterey County’s business cannabis ordinance. Thus, a potential

buyer may obtain proper permitting to rebuild the greenhouses as the historical footprint remains.

The subject is zoned F40 — Farmlands District.

Improvements SF

Greenhouse (4) 35,424

Warehouse & Office 2,400

SFR (4BD/4BA) 2,338

Barn 1,800

4 Units 3,955

Total 45,917

Non-Calculated Improvements

Storage Sheds (3) N/A

Horse Arenas N/A

Modular Units (3) N/A

Removable Stalls N/A

SFR Garage 630
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The subject is located on Potter Road in an area that is relatively level and conducive to greenhouse

development.

Water – Water is an important feature for agricultural land. For the subject improvements water is

shallow with a pre-existing groundwater well which can provide up to 100-gallons per minute. Water

quality is reportedly sufficient for the current operation; however, it is noted that the cannabis

cultivation industry places importance on water used in cultivation and often has significant water

treatment in place so fertigation can be finetuned. The water comes from the East Side Aquifer

Subbasin, but the 18’/400’ Aquifer Subbasin is located less than 1-mile away (Highway 101 is the

approximate delineation point between the two aquifer subbasins).

The subject’s utilities are serviced by PG&E, on-site septic system, drilled well and serviceable

propane. The subject’s utilities are typical.

The following is a description of the improvements based on our physical inspection, onsite

measurements and knowledge of construction techniques.

The basic construction features are summarized as follows.

Construction Class The class of construction is the basic subdivision in Marshall
Valuation Service1, dividing all buildings into five basic groups

1 The primary feature of Class A buildings is the fireproofed structural steel frame, which may be welded,
bolted, or riveted together. The fireproofing may be masonry, poured concrete, plaster, sprayed fiber, or
any other type which will give a high fire-resistant rating.
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by type of framing (supporting columns and beams), walls,
floors, roof structure, and fireproofing. The subject structures
are construction Class D Average.

Square Footage

Gross Building Area (SF):

Height 12-16 feet

Exterior Condition Average

Interior Partition System Drywall

Electrical The electrical system is assumed to be in average working
order and adequate for the building(s).

The primary characteristic of Class B Buildings is the reinforced concrete frame in which the columns and
beams can be either formed or precast concrete. They may be mechanically stressed, and the structure is
fire resistant.

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

Class D buildings are characterized by combustible construction. The exterior walls may be made up of
closely spaced wood or steel studs as in the case of typical frame house, with an exterior covering of wood
siding, shingles, stucco, brick, stone veneer, or other materials. Otherwise, they may consist of an open
skeleton wood frame on which some form of curtain wall is applied, including, pre-engineered pole
buildings.

Class S buildings are characterized by incombustible construction and prefabricated structural members.
The exterior walls may be steel studs or an open steel skeleton frame with exterior single or sandwich wall
coverings consisting of prefabricated or sheet siding

(Source: Marshall Valuation Service)

Improvements SF

Greenhouse (4) 35,424

Warehouse & Office 2,400

SFR (4BD/4BA) 2,338

Barn 1,800

4 Units 3,955

Total 45,917

Non-Calculated Improvements

Storage Sheds (3) N/A

Horse Arenas N/A

Modular Units (3) N/A

Removable Stalls N/A

SFR Garage 630
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Fire Protection N/A

Plumbing Available (Sewer Septic)

Parking According to physical inspection, the subject's parking consists of

onsite open parking capacity. For purposes of analysis, the existing

parking arrangement/allocation for the subject is more than

compliant for industrial/warehouse use. We reserve the right to

amend this appraisal shall this not be true as market value may be

affected.

Landscaping The subject has some grass and shrub landscaping and some
dirt/gravel hardpan surface.

ADA Compliance We are not qualified to determine compliance with the
requirements. Please refer to the specific limiting condition
regarding ADA compliance. However, we did not observe any
violation of the Americans with Disability Act.

Environmental Issues The value estimate rendered in this report is predicated on the
assumption that there is no hazardous material on or in the
improvements, causing a loss in value.

No evidence of hazardous waste or toxic materials were
visible. We have no knowledge of the existence of these
substances on or in the subject improvements. However, we
are not qualified to detect hazardous waste or toxic materials.
No Environmental Site Assessment report was provided in
conjunction with this appraisal.

Quality/General Condition The subject property conforms to competitors and substitutes in
the area. Relative quality of construction is fair. See other notes
in Improvement Description.

We are not qualified to determine structural integrity and
recommend that the reader rely upon an expert in this field for
further determination.

Physical Depreciation/
Deferred Maintenance

None noted.

Functional Obsolescence There are no design deficiencies noted from our inspection.

Economic Obsolescence Subject is located within a growing commercial/agricultural
area and neighborhood. No economic obsolescence is
observed.
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Conclusion/Comments In terms of its location and future potential, the subject property
does meet the demands of the market. The subject property,
“As Improved”, would require substantial redevelopment in
order to suitably compete within the marketplace. The property
is considered to be in fair overall condition.



IMPROVEMENT ANALYSIS

47

AERIAL VIEW OF THE SUBJECT MAGNIFIED
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AERIAL VIEW OF THE SUBJECT ZOOMED OUT
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ZONING

The subject’s zoning requirements are detailed below.

ZONING SUMMARY

Current zoning: F40 – Farmlands Zoning District

Legally Conforming: Yes

Uses Permitted: Uses permitted in the Farmlands zone shall generally be
all soil dependent agricultural uses including crop and tree
farming, dry land farming, livestock farming, greenhouses
and vineyards.

Zoning Change Not likely

Source: County of Monterey Municipal Zoning Code

Compiled by: KWA Appraisal

Zoning Analysis and Conclusions

The subject appears to be a legally conforming use within the current zoning code. The subject’s

zoning is F40, Farmlands Zoning Use.

It is noted that Monterey County has also designated a special Medical Marijuana zone which

follows along the Route 101 corridor. This ordinance was created to regulate commercial medical

cannabis activities in the inland unincorporated area of Monterey County consistent with State

law. It allows for the cultivation, manufacturing, testing, and delivery and transport as an allowable

use subject to a use permit.

The subject is conforming with regards to its current use and is complying with regard to bulk

regulations.

ZONING MAPS
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The subject property is located in Flood Zones “A” and “X” which defines areas both inside and

outside the flood zone. The flood zone information is provided by the FEMA Flood Insurance
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Rate Map Number 060195-06053C0400G, dated April 2, 2009. The cost to cure for compliance

purposes is undetermined. Should the subject proceed with any future redevelopment project for

construction of greenhouse improvements it may be possible an elevated building for any

greenhouse improvements may be required for flood insurance. It should be noted the “A” Zoning

is minimal.
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TAX AND ASSESSMENT DATA

Real Estate in Monterey County is assessed at 1% of the assessor’s estimated market value plus

special assessments and bonds if applicable. The subject’s market value, assessed value, and

current taxes are summarized below.

TAX AND ASSESSMENT CONCLUSION

If the subject sold for the value estimate in this report, a reassessment at that value would most

likely occur with tax increases limited to 2% annually thereafter until the property is sold again.

The consequences of this reassessment have been considered in the appropriate valuation

sections. The taxes appear to be paid current.
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HIGHEST AND BEST USE

In appraisal practice, the concept of highest and best use represents the premise upon which

value is based. The four criteria that the highest and best use must meet are:

 legal permissibility;
 physical possibility;
 financial feasibility; and
 maximum profitability.

Highest and best use is applied specifically to the use of a site as vacant. It is recognized that in

cases where a site has existing improvements, the concluded highest and best use as if vacant

may be different from the highest and best use given the existing improvements (as improved).

The existing use will continue, however, until the land value, in its highest and best use, exceeds

that total value of the property under its existing use plus the cost of removing or altering the

existing structure.

Implied in the highest and best use is recognition of the contribution of a specific use to the

community environment or to the community’s development goals, in addition to wealth

maximization of individual property owners. Also implied is that the conclusion of highest and best

use results from the appraiser’s judgment and analytical skill, i.e., that the use determined from

the analysis represents an opinion, not a fact to be found.

Highest and Best Use analysis involves assessing the subject both as if vacant and as improved.

Legal Permissibility

The legally permissible uses were discussed in detail in the site analysis and zoning sections of

this report. Overall, based on our review of the zoning restrictions and or the title restrictions, the

site is zoned F40 for Farmlands and Agricultural use.

Physical Possibility

The physical characteristics of the subject site were discussed in detail in the site analysis section

of this report. Overall, the layout and topography of the site is considered functional for

agricultural/cannabis/commercial use and is reasonable on a comparison basis.

Financial Feasibility

The test of financial feasibility is put only to those uses, which are legally permissible and

physically possible. If the property is capable of generating a sufficient net income to cover the

required rate of return on investment and provide a return to the land, then the usage is

financially feasible within a defined price limit.
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Maximum Profitability

The final test of highest and best use of the site as though vacant is that the use is maximally productive,

yielding the highest land value. There does not appear to be any reasonably probable use of the site that

would generate a higher residual land value than agricultural parcel. Based on the normalmarket density

level/uses permitted by zoning, this is considered the maximally productive use of the site.

Conclusion: Highest and Best Use - “As Though Vacant”

Based on this discussion, it is concluded that the Highest and Best Use of the subject site as

vacant would be for an Owner/User or Investor use as agricultural land and/or use as agricultural

use.

HIGHEST AND BEST USE AS IMPROVED

Legal Permissibility

The subject is in zone F/40, which permits all agricultural uses, accessory single-family housing,

accessory structures, guesthouses as of right now. The subject is a 10.00-acre lot. There are no

zoning changes anticipated and no easements or encroachments that preclude development. Overall,

it is our opinion that the improvements are within the established guidelines.

Physical Possibility

The physical characteristics of the subject improvements were discussed in detail in the improvement

analysis section of this report. Overall, the layout and positioning of the improvements would be

considered functional for an owner/user agricultural use and is considered to be reasonable on a

comparison basis. While it would be physically possible for a wide variety of uses, based on the legal

restrictions, the improvements would be the most functionally utilized for an owner/user agricultural

greenhouse use.

Financial Feasibility

As with the highest and best use of the site as though vacant, the financial feasibility of the site as

improved is market derived. Typically, for an agricultural cultivation warehouse property similar to the

subject, the test of feasibility is based on the amount of rent that can be generated, less operating

expenses. If a residual amount exists after paying the various expenses, then the land is being put to a

productive use.

Based on the historical status, KWA Appraisal anticipates that the improvements are capable of

providing an adequate return on the investment before any debt service requirements. KWA Appraisal

therefore concludes that the redevelopment of the subject’s greenhouses to maximum approved area

would be a financially feasible use of the property.
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Maximum Profitability

Similar to the highest and best use of the site as though vacant, the maximum profitable use of the subject

as improved should conform to neighborhood trends and be consistent with existing land uses. Although

several uses may generate sufficient revenue to satisfy the required rate of return on investment and

provide a return on the land, the single use that produces the highest price or value is typically the highest

and best use. However, the recipient of the property's productivity greatly determines what actual use

maximizes profitability.

Conclusion: Highest and Best Use “As Improved”

In conclusion, the subject property is judged to have the greatest appeal to a buyer who is looking

to augment their existing local operation with the maximum square footage dedicated to cultivation

space and having the ability to process off-site. This buyer would pay a premium relative to a

buyer who would redevelop as a stand-alone site that would require dedicating a greater portion

of the greenhouse to head house for processing.

It is noted that Monterey County has also designated a special Medical Marijuana zone which

follows along the Route 101 corridor. This ordinance was created to regulate commercial medical

cannabis activities in the inland unincorporated area of Monterey County consistent with State

law. It allows for the cultivation, manufacturing, testing, and delivery and transport as an allowable

use subject to a use permit. The subject’s use for cannabis cultivation is also legal on the county

and state levels.

Thus, the highest and best use as improved is to redevelop the subject’s greenhouse(s) (historical

footprint) to the maximum approved area so long as a portion or portions of the greenhouses could

be dedicated to headhouses which accommodate employees’ areas and temporary storage.

Most Probable Buyer – Owner/User or Investor.
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APPRAISAL METHODOLOGY

The appraisal process is defined as an orderly program by which the problem is planned and the

data involved is acquired, classified, analyzed and interpreted into an estimate of value. In this

process three basic approaches to value are considered: Income Capitalization Approach, Sales

Comparison Approach, and Cost Approach. In appraisal practice, an approach to value is

included or omitted based on its applicability to the property type being valued and the quality and

quantity of information available.

The final step in the appraisal process is reconciliation -- a process by which KWA APPRAISAL

(KWA) analyzes alternative conclusions and selects a final value estimate from among two or

more indications of value. KWA APPRAISAL (KWA) weighs the relative significance, applicability

and defensibility of each approach as it relates to the type of property being appraised.

The subject was valued “As Is”, by gathering sales of competitive buildings within the subject’s

market area. The Sales Comparison Approach was utilized in valuing the subject property “As

Is”.

THE COST APPROACH

The Cost Approach is based upon the proposition that the informed purchaser would pay no more

for the subject than the cost to produce a substitute property with equivalent utility. This approach

is particularly applicable when the property being appraised involves relatively new improvements

which represent the highest and best use of the land or when relatively unique or specialized

improvements are located on the site and for which there exist few sales or leases of comparable

properties.

Based on our analysis of the subject area, market participants are generally not buying, selling,

investing, or lending with reliance placed on the methodology of the Cost Approach to establish

the value. Furthermore, though considered, the Cost Approach is not deemed to render a reliable

indication of value due to the imprecise nature of estimating the accrued physical, functional, or

external depreciation affecting the improvements. Therefore, for this assignment, the Cost

Approach has not been employed to render a value indication for the subject property. The

exclusion of this approach is not considered to diminish the reliability of the value conclusion

herein and this report is fully conforming to USPAP guidelines.

INCOME CAPITALIZATION APPROACH

The methodology of the Income Capitalization Approach is to determine the income-producing

capacity of the property on a stabilized basis by estimating market rent from comparable rentals,

making deductions for vacancy and collection losses and building expenses, then capitalizing the

net income at a market-derived rate to yield an indication of value. The capitalization rate

represents the relationship between net income and value.
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Related to the direct capitalization method is the discounted cash flow method. In this method of

capitalizing future income to a present value, periodic cash flows (which consist of a net income

fewer capital costs, per period) and a reversion (if any) are estimated and discounted to a present

value. The discount rate is determined by analyzing current investor yield requirements for similar

investments.

We have applied a single approach to value, which was the Sales Approach due to the

Owner/User aspect of the subject.

SALES COMPARISON APPROACH

The Sales Comparison Approach utilizes sales of comparable properties, adjusted for differences,

to indicate a value for the subject property. Valuation is typically accomplished using physical

units of comparison such as price per square foot, price per unit, price per floor, etc., or economic

units of comparison such as gross rent multiplier. Adjustments are applied to the physical units of

comparison derived from the comparable sale. The unit of comparison chosen for the subject is

then used to yield a total value. Economic units of comparison are not adjusted, but rather

analyzed as to relevant differences with the final estimate derived based on the general

comparisons.

The reliability of this approach is dependent upon (a) the availability of comparable sales data;

(b) the verification of the sales data; (c) the degree of comparability; (d) the absence of atypical

conditions affecting the sales price. Through our search of the subject market, we were able to

uncover an adequate quality and quantity of sales through which a reliable and defensible

indication of value could be concluded.
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SALES COMPARISON APPROACH

The Sales Comparison Approach provides an estimate of market value based on analyzing

transactions of similar properties in the market area. The method is based on the proposition that

an informed purchaser would pay no more for a property than the cost of acquiring an existing

one with the same utility. When there are an adequate number of sales of truly similar properties

with sufficient information for comparison, a range of values for the subject property can be

developed.

There are various units of comparison available in the evaluation of sales data in this approach.

The sale price per acre is the most commonly used in this approach.

NOTES FOR REASONABLE COMPARISON

The Comparable Sales were recorded in 2021, 2020, 2019 and 2017 and accurately reflect the

current market trends within the subject's immediate and surrounding market areas. Due to a

lack of comparables with similar amenity, we expanded our search to include four-years and 10

miles. Comparables utilized were the best available and reflected the property in condition and

overall size.

In addition, we have excluded the building area of the subject’s greenhouses for comparison and

utilized an adjustment factor for this utility as the subject is not actively utilizing the greenhouses

for agricultural purposes. Comparable sales were adjusted for parcel size, improvements

including single family residential, rentable units, site improvements, amenities, CUPs in place for

Cannabis cultivation and location.

Comparable #4 is located within an SFR Land Use area, however it is located within an F40 zone.

This is a recent sale which we felt is similar in size, building area, location, land to building ratio

and time.

Comparable #5 is a slightly dated sale, however, we have included this sale as it is similar in

location, building area, age, single family dwelling and overall similarities.

The table on the following page summarizes the comparable sales used in the analysis with a

comparable map located below



SALES APPROACH

62

Location Buyer/ Sale Date/ Building

Size

Price Zoning Occupancy

APN Seller Terms Per S.F Use

Land Size Building Area

Acres

Price per Acre

20180 Spence Road Bonfire Brands USA Inc 11/22/2019 $5,500,000 6,684 $822.86 1957 F40 Owner User

Salinas, CA 93908 /

APN: 137-121-006-000 Monterey Holding Co Inc 477,418 10.96

DOC. # 55866 $2,100,000

1.06 miles N from private party 71.43 $501,824

Source: Realist, Realquest, Chicago

Title Property Profile

23760 Potter Road Joshua Rich 2/28/2019 $5,000,000 6,036 $828.36 1957 F40

Salinas, CA 93908 /

APN: 137-051-025-000 CVS Agribusiness LLC $3,920,000 433,432 9.95

DOC. # 8062 from private party

0.41 miles SW 71.81 $502,501

Source: Costar, Realquest, MLS

26900 Encinal Road Jmahd Ventures LLC 1/4/2021 $10,250,000 6,500 $1,576.92 1973 F40

Salinas, CA 93908 /

APN: 37-061-026-000 Sur Farms LLC $2,000,000 435,600 10.00

DOC. # 2187 from private party

2.57 miles E 67.02 $1,025,000

Source: LoopNet, Public Record,

Realquest

1085 Old Stage Road Thomas R Adcock 8/19/2020 $1,350,000 4,505 $299.67 1979 F40

Salinas, CA 93908 /

APN: 153-022-006-000 Luker Curtis Family Trust Cash 219,542 5.04

DOC. # N/A

4.70 miles N 48.73 $267,858

Source: MLS, Realquest

2346 Alisal Road Kind Real Estate LLC 12/21/2017 $9,500,000 6,000 $1,583.33 1987 F40

Salinas, CA 93908 /

APN: 137-141-007-000 Alvarez Brothers LLC Cash 521,457 11.97

DOC. # 72040

2.08 miles NW 86.91 $793,584

Source: Costar, Realquest

24999 Potter Road N/A Listing $20,000,000 13,500 $1,481.48 1977 F40

Salinas, CA 93908 /

APN: 137-012-004-000 Michael Y and Tomi Matsuno Listing 696,000 15.98

DOC. # N/A

0.92 miles NE 51.56 $1,251,724

Source: Costar, Realquest, MLS,

Broker- Susan Massa/Thomas

5

This property is comprised of three

dwellings (single-family home, shop and two

modular units) for a 4,505± square foot

total. This is a 5.04± acre site. The site is

not permitted for cannabis and does not

have greenhouses. There have been no

sales of this property within the last three

years.

5 The property is a 6,000 square foot single-

tenant cultivation and warehouse property.

The property also has a single family

dwelling on the premises and multiple

lightweight greenhouse structures in place.

There have been no sales of this property

within the last three years.

Investment or

Owner User

Investment or

Owner User

Compiled by: KWA Appraisal

3

The property represents an approximately

3,456 square foot warehouse building and

2,580 square foot single-family on 10-acres

(435,600 SF). The buildings were

constructed in approximately 1957. There

have been no other sales of this property

within last three years.

2

4 Investment or

Owner User

Investment or

Owner User

Investment or

Owner User

This property is a 6,500 square foot

cultivation and warehouse property. The

property also has a small single family

dwelling on the premises and multiple

greenhouse structures in place. No

conditions of sale were reported. There

have been no other sales of this property

within the last three years.

The property is a 13,500 square foot single-

tenant cultivation and warehouse property.

This property is not currently used for

cannabis cultivation, but has greenhouses

in place. There have been no sales of this

property within the last three years.

SUMMARY OF COMPARABLE SALES

Sale

No.

Sale Price Year Built Comments

The property represents an approximately

6,684 square foot of warehouse buildings on

acres (477,418 SF / 10.96-acres). The

building was constructed in approximately

1957. There have been no other sales of

this property within last three years.

Land to

Bldg Ratio

1
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SALES COMPARABLE MAP

PRICE PER SQUARE FOOT ANALYSIS

The selected comparables represent commercial land parcels that range in size from 219,542 SF

(5.04 AC) to 696,000 SF (15.98 AC). The recorded closed comparable sales unadjusted range

of $267,858 to $1,025,000 with one listing at $1,251,724 (per acre).

The following paragraphs discuss the analysis of the sales and the basis for adjustment.

Two of the comparables were sold in 2019, one sold in 2020, one in 2021 and one was sold in

2017. The following paragraphs discuss the analysis of the sales and the basis for adjustment.

Sale Number One

This comparable is located 1.06 miles north at 20180 Spence Road in Salinas. This deal was

privately negotiated between buyer and seller; no brokers were involved. The water source is

an onsite private agricultural well. The improvements are comprised of an approximate 5,256±

square foot and 1,428± square foot warehouse buildings for a total of 6,684± square foot. There

is also approximately 300,000± square feet of greenhouse space with 60,000± square feet of
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actively cultivating cannabis and a 2,000± square foot building licensed for distribution.

However, the existing structures have deferred maintenance. The property represents a 10.96-

acre (477,418± SF) commercial zoned land parcel (zoned F40). The site was sold for $5,500,000

or $501,824 per acre, which was confirmed by Realquest. This was an off-market sale (no listing

was found). There have been no other sales of this property within the last three years.

Downward adjustments were applied for property rights (no broker deal), CUPs in place and site

improvements (Greenhouses), land to building ratio with upward adjustments for deferred

maintenance at time of sale, age and site improvements (SFR/units).

Sale Number Two

This comparable is located 0.41 miles southwest at 23760 Potter Road in Salinas. The

improvements are comprised of an approximate 3,456± square foot warehouse building and

2,580± square foot single family dwelling for a total of 6,036± square foot. There are also

approximately 13 greenhouses and the land is permitted to build more. This site is fully licensed

for cannabis and has a working well with a 15 HP pump. It was openly-marketed by Realty

Concepts. This property has a positive condition of sale adjustment due to the owner deciding

to take a substantial down payment and carry the remainder at which is judged to be a

reasonable market rate for cannabis loans after the property had fallen out of escrow twice and

was motivated to sell the property, dropping the price $1,000,000 over the listing period. The

listing agent noted they had it in escrow at $5,500,000 and again at $5,000,000, and in both

cases, there were multiple offers, but buyers could not secure the funding. The Broker felt if they

held out longer, they could have sold at the original asking price of $5,500,000. The property

represents a 10.00-acre (435,600± SF) commercial zoned land parcel (zoned F40). The

transaction price on public record is $4,500,000, but the broker confirmed the sale price was

$5,000,000. The site was sold for $5,000,000 or $502,501 per acre, which was confirmed by
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Realquest, MLS, the Broker, and CoStar. There have been no other sales of this property within

the last three years.

Upward adjustment for deferred maintenance at time of sale, age and site improvements

(SFR/units) with downward adjustments for CUPs, site improvements (Greenhouses) and land

to building ratio.

Sale Number Three

This comparable is located 2.57 miles east at 26900 Encinal Road in Salinas. The site includes

an approximate 5,000± square foot processing facility, 1,500± square foot propagation room and

multiple greenhouses (10,000± square foot) and is fully licensed. At the time of sale there was

only 5 acres of greenhouse allowed and 1 building permit for 1-acre greenhouse ready. The site

has a shared well which limits its water supply (vs. the subject) and has 5 cannabis licenses. It

has 400 Amp electrical. The site also has a single-family house. The property represents a

10.00-acre (435,600± SF). Per public record the site was sold on January 12, 2021 for

$6,800,000, however the broker confirmed the actual sale price was $10,250,000 or $1,025,000

per acre, which was confirmed by Broker, Susan Massa-Thomas, Realquest and LoopNet.

There have been no other sales of this property within the last three years.

Downward adjustments were applied for inferior number of CUPs in place for marijuana

cultivation business and land to building ratio. Upward adjustment was made for site

improvements (SFR/Units).



SALES APPROACH

66

Sale Number Four

This comparable is located 4.70 miles north at 1085 Old Stage Road in Salinas. According to

the Listing Broker, the improvements are comprised of three dwellings (single-family home, shop

and two modular units) for a 4,505± square foot total. The site was sold as-is and no deferred

maintenance was noted. This is a 5.04± acre site. The site is located within an SFR Land Use

area; however, it is located within an F40 zone. The site is not permitted for cannabis and does

not have greenhouses. There site was fenced for horses and has a security gated entry. There

is a detached three-car garage with shop. The site has an in-ground pool. Per public record the

site was sold on August 19, 2020 for $1,350,000 or $267,858 per acre, which was confirmed by

MLS (#ML81799155) and Realquest. The Listing Broker showed as dual agency on the deal,

Donna Ingraham of Century 21. There have been no other sales of this property within the last

three years.

Downward adjustment overall size (economies of scale) with upward adjustments required for

site improvements (both Greenhouses and SFR/Units) and for zoning.
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Sale Number Five

This comparable is located 2.08 miles northwest at 2346 Alisal Road in Salinas. The

improvements are comprised of a 6,000± square foot single tenant cultivation and warehouse

property. The property also has a single-family dwelling on the premises and multiple lightweight

greenhouse structures in place. The property represents a 11.97-acre (521,457± SF)

commercial zoned land parcel (zoned F40). The site was sold on December 21, 2017 for

$9,500,000 or $1,583.33 per square foot of building area, which was confirmed by Realquest

and LoopNet. There have been no other sales of this property within the last three years.

Upward adjustments for time of sale with regards to market conditions and downward

adjustment for CUP licensing in place, site improvements (Greenhouses) and land to building

ratio.

Sale Number Six

This comparable is located 0.92 miles northeast at 24999 Potter Road in Salinas. The

improvements are comprised of a 13,500± square foot single tenant processing building and

approximately 425,000± square feet of greenhouses. The property is not cannabis licensed and

not currently used for cannabis cultivation, but had greenhouses in place. The property

represents a 16-acre (696,690± SF) commercial zoned land parcel (zoned F40). The site is a

current listing for $20,000,000 or $1,250,000 per acre, which was confirmed by Realquest and

LoopNet. There have been no other sales of this property within the last three years.

Downward adjustment for listing status (time) and site improvements (Greenhouses) with

upward adjustment for site improvements (SFR/Units).
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Summary of Adjustments

Adjustments made to the comparables are summarized in the following grid below:
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BLDG SALE # SUBJECT 1 2 3 4 5 6
Address 24000 Potter Road 20180 Spence Road 23760 Potter Road 26900 Encinal Road 1085 Old Stage Road 2346 Alisal Road 24999 Potter Road

City Salinas, CA Salinas, CA 93908 Salinas, CA 93908 Salinas, CA 93908 Salinas, CA 93908 Salinas, CA 93908 Salinas, CA 93908

Sale Date - Nov-19 Feb-19 Jan-21 Aug-20 Dec-17 Listing

Building Area 10,493 6,684 6,036 6,500 4,505 6,000 13,500

Acres 10.00 10.96 9.95 10.00 15.98 11.97 10.00

Land Area 435,600 477,418 433,432 435,600 219,542 521,457 696,000

Land to Building Ratio 41.51 71.43 71.81 67.02 48.73 86.91 51.56

Built/Renovated 1988 1957 1957 1973 1979 1987 1977

Zoning F40 F40 F40 F40 F40 F40 F40

Condition Average Average- Average Average Average Above Average Above Average

Type/Use Greenhouse/Agriculture Greenhouse/Ag Greenhouse/Ag Greenhouse/Ag Agriculture Greenhouse/Ag Greenhouse/Ag

Price Per Acre $501,824 $502,501 $1,025,000 $267,858 $793,584 $1,251,724

Sale Price - $5,500,000 $5,000,000 $10,250,000 $1,350,000 $9,500,000 $20,000,000

Unadjusted Unit Value $501,824 $502,501 $1,025,000 $267,858 $793,584 $1,251,724

Property Rights Conveyed -5.0% $0 $0 $0 $0 $0

Sub-Total $501,824 $502,501 $1,025,000 $267,858 $793,584 $1,251,724

Financing 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Condition of Sale/Deferred Maintenance 15.0% 15.0% 0.0% 0.0% 0.0% 0.0%

CUP for Marjiuana

Cultivation/Licensing -15.0% -15.0% -15.0% 0.0% -15.0% 0.0%

Sub-Total $501,824 $502,501 $871,250 $267,858 $674,546 $1,251,724

Time 0.0% 0.0% 0.0% 0.0% 30.0% -10.0%

Sub-Total $501,824 $502,501 $871,250 $267,858 $876,910 $1,126,552

Physical

Size 0.0% 0.0% 0.0% -5.0% 0.0% 0.0%

Age/Condition 10.0% 10.0% 0.0% 0.0% 0.0% 0.0%

Quality of Improvements 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Site Improvements (Greenhouses/Storage) -15.0% -15.0% 0.0% 25.0% -15.0% -15.0%

Site Improvements (SFR/Units) 20.0% 10.0% 10.0% 10.0% 0.0% 20.0%

Zoning/Density 0.0% 0.0% 0.0% 20.0% 0.0% 0.0%

Land to Building Ratio -10.0% -10.0% -5.0% 0.0% -10.0% 0.0%

Location/Visibility 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Utility/Water Source 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Total % Adjustments 5.0% -5.0% 5.0% 50.0% -25.0% 5.0%

ADJUSTED VALUE $526,916 $477,376 $914,813 $401,786 $657,683 $1,182,879

BUILDING SALES ADJUSTMENT GRID PER SQUARE FOOT ANALYSIS
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Sale Price Per Unit Conclusion

The preceding comparable sales represent the most recent sales activity of the most similar

office buildings within the area. Most of the variance in the price per acre among the comparable

sales was attributed to age/condition, quality of improvements, site improvements, land to

building ratio, CUPs in place for Marijuana cultivation facility and site improvements.

The comparable sales indicate an unadjusted price per acre range from $267,858 to

$1,025,000/acre with an average of $723,749 per acre with a listing of $1,251,724. After taking

into account various adjustments, the comparable sales indicate an adjusted range from

$401,786 to $914,813 per acre with an average price per acre foot of $595,715 per acre with a

listing at $1,182,879.

The appraiser has placed primary weight upon the Comparable Sales No. #1 ($526,916/acre),

Comparable Sale #2 ($477,376/acre) and #3 ($914,813/acre) which have the least adjustments

and are the most current sales. The average of the three comparables weighted (Comparable

#1, #2 and #3) is $639,701. We have concluded a value reflected in all sales given the subject’s

quality of improvements, size, location (within the Green Zone), site improvements, historical

footprint and amenity.

Based on this analysis and conversations with local market participants, we have estimated a value of

$640,000 per acre as reasonable for the subject property, taken into consideration the subject's

condition, build-out and location. Our concluded value per acre is within the adjusted range of the

comparable sales and is supported by the market.

SALES COMPARISON APPROACH CONCLUSION

The following table summarizes the value indications based on the Sales Comparison Approach.

Indicated Value/Acre

Range

Subject SF Total

$640,000 x 10.00 = $6,400,000

Rounded $6,400,000

SALES COMPARISON APPROACH

Source: KWA Appraisal
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RECONCILIATION OF VALUE

KWA APPRAISAL (KWA) was instructed to estimate the market value of the Fee Simple interest

in the subject property (“As Is”).

The value conclusion for each applicable approach is summarized below.

The Sales Comparison Approach is predicated on the principle that an Owner User would pay no

more for an existing property than for a comparable property with similar utility. This approach is

contingent on the reliability and comparability of available data. The data developed was

considered sufficiently reliable to reach a value conclusion by the Sales Comparison Approach.

The most probable buyer for the subject property is an owner-user due to its size, location and

configuration. Therefore, this method was given primary consideration in the reconciliation.

The final value conclusion and the approaches relied upon give strong consideration to the market

behavior of the typical buyer and current market environment for the property appraised.

Based on the foregoing analysis, it is concluded that the “As Is” market value of the Fee Simple

interest in the subject property as of May 28, 2021 is:

SIX MILLION FOUR HUNDRED THOUSAND DOLLARS

($6,400,000)

Income Capitalization Approach Not Developed

Sales Comparison Approach $6,400,000

Cost Approach Not Developed

SUMMARY OF VALUE CONCLUSIONS

Source: KWA Appraisal
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PHOTOGRAPHS OF SUBJECT PROPERTY
REGIONAL & NEIGHBORHOOD MAP
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Assumptions and Limiting Conditions

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

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

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

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

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

4. All furnishings, equipment and business operations, except as specifically stated and typically considered as part
of real property, have been disregarded with only real property being considered in the report unless otherwise
stated. Any existing or proposed improvements, on or off-site, as well as any alterations or repairs considered,
are assumed to be completed in a workmanlike manner according to standard practices based upon the
information submitted to KWA APPRAISAL (KWA). This report may be subject to amendment upon re-inspection
of the subject property subsequent to repairs, modifications, alterations and completed new construction. Any
estimate of Market Value is as of the date indicated; based upon the information, conditions and projected levels
of operation.
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5. It is assumed that all factual data furnished by the client, property owner, owner’s representative, or persons
designated by the client or owner to supply said data are accurate and correct unless otherwise specifically noted
in the appraisal report. Unless otherwise specifically noted in the appraisal report, KWA APPRAISAL (KWA) has
no reason to believe that any of the data furnished contain any material error. Information and data referred to in
this paragraph include, without being limited to, numerical street addresses, lot and block numbers, Assessor’s
Parcel Numbers, land dimensions, square footage area of the land, dimensions of the improvements, gross
building areas, net rentable areas, usable areas, unit count, room count, rent schedules, income data, historical
operating expenses, budgets, and related data. Any material error in any of the above data could have a
substantial impact on the conclusions reported. Thus, KWA APPRAISAL (KWA) reserves the right to amend
conclusions reported if made aware of any such error. Accordingly, the client-addressee should carefully review
all assumptions, data, relevant calculations, and conclusions within 30 days after the date of delivery of this report
and should immediately notify KWA APPRAISAL (KWA) of any questions or errors.

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

7. KWA APPRAISAL (KWA) assumes no private deed restrictions, limiting the use of the subject property in any way.

8. Unless otherwise noted in the body of the report, it is assumed that there are no mineral deposit or subsurface
rights of value involved in this appraisal, whether they be gas, liquid, or solid. Nor are the rights associated with
extraction or exploration of such elements considered unless otherwise stated in this appraisal report. Unless
otherwise stated it is also assumed that there are no air or development rights of value that may be transferred.

9. KWA APPRAISAL (KWA) is not aware of any contemplated public initiatives, governmental development controls,
or rent controls that would significantly affect the value of the subject.

10. The estimate of Market Value, which may be defined within the body of this report, is subject to change with market
fluctuations over time. Market value is highly related to exposure, time promotion effort, terms, motivation, and
conclusions surrounding the offering. The value estimate(s) consider the productivity and relative attractiveness
of the property, both physically and economically, on the open market.

11. Any cash flows included in the analysis are forecasts of estimated future operating characteristics are predicated
on the information and assumptions contained within the report. Any projections of income, expenses and
economic conditions utilized in this report are not predictions of the future. Rather, they are estimates of current
market expectations of future income and expenses. The achievement of the financial projections will be affected
by fluctuating economic conditions and is dependent upon other future occurrences that cannot be assured. Actual
results may vary from the projections considered herein. KWA APPRAISAL (KWA) does not warrant these
forecasts will occur. Projections may be affected by circumstances beyond the current realm of knowledge or
control of KWA APPRAISAL (KWA).

12. Unless specifically set forth in the body of the report, nothing contained herein shall be construed to represent any
direct or indirect recommendation of KWA APPRAISAL (KWA) to buy, sell, or hold the properties at the value
stated. Such decisions involve substantial investment strategy questions and must be specifically addressed in
consultation form.

13. Also, unless otherwise noted in the body of this report, it is assumed that no changes in the present zoning
ordinances or regulations governing use, density, or shape are being considered. The property is appraised
assuming that all required licenses, certificates of occupancy, consents, or other legislative or administrative
authority from any local, state, nor national government or private entity or organization have been or can be
obtained or renewed for any use on which the value estimates contained in this report is based, unless otherwise
stated.

14. This study may not be duplicated in whole or in part without the specific written consent of KWA APPRAISAL
(KWA) nor may this report or copies hereof be transmitted to third parties without said consent, which consent
KWA APPRAISAL (KWA) reserves the right to deny. Exempt from this restriction is duplication for the internal use
of the client-addressee and/or transmission to attorneys, accountants, or advisors of the client-addressee. Also
exempt from this restriction is transmission of the report to any court, governmental authority, or regulatory agency
having jurisdiction over the party/parties for whom this appraisal was prepared, provided that this report and/or its
contents shall not be published, in whole or in part, in any public document without the express written consent of
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KWA APPRAISAL (KWA) which consent KWA APPRAISAL (KWA) reserves the right to deny. Finally, this report
shall not be advertised to the public or otherwise used to induce a third party to purchase the property or to make
a “sale” or “offer for sale” of any “security”, as such terms are defined and used in the Securities Act of 1933, as
amended. Any third party, not covered by the exemptions herein, who may possess this report, is advised that
they should rely on their own independently secured advice for any decision in connection with this property. KWA
APPRAISAL (KWA) shall have no accountability or responsibility to any such third party.

15. Any value estimate provided in the report applies to the entire property, and any pro ration or division of the title
into fractional interests will invalidate the value estimate, unless such pro ration or division of interests has been
set forth in the report.

16. The distribution of the total valuation in this report between land and improvements applies only under the existing
program of utilization. Component values for land and/or buildings are not intended to be used in conjunction with
any other property or appraisal and are invalid if so used.

17. The maps, plats, sketches, graphs, photographs and exhibits included in this report are for illustration purposes
only and are to be utilized only to assist in visualizing matters discussed within this report. Except as specifically
stated, data relative to size or area of the subject and comparable properties has been obtained from sources
deemed accurate and reliable. None of the exhibits are to be removed, reproduced, or used apart from this report.

18. No opinion is intended to be expressed on matters, which may require legal expertise or specialized investigation,
or knowledge beyond that customarily employed by real estate appraisers. Values and opinions expressed
presume that environmental and other governmental restrictions/conditions by applicable agencies have been met,
including but not limited to seismic hazards, flight patterns, decibel levels/noise envelopes, fire hazards, hillside
ordinances, density, allowable uses, building codes, permits, licenses, etc. No survey, engineering study or
architectural analysis has been made known to KWA APPRAISAL (KWA) unless otherwise stated within the body
of this report. If the Consultant has not been supplied with a termite inspection, survey or occupancy permit, no
responsibility or representation is assumed or made for any costs associated with obtaining same or for any
deficiencies discovered before or after they are obtained. No representation or warranty is made concerning
obtaining these items. KWA APPRAISAL (KWA) assumes no responsibility for any costs or consequences arising
due to the need, or the lack of need, for flood hazard insurance. An agent for the Federal Flood Insurance Program
should be contacted to determine the actual need for Flood Hazard Insurance.

19. 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 KWA APPRAISAL (KWA) assumes responsibility for any situation arising out of the Client’s failure
to become familiar with and understand the same. The Client is advised to retain experts in areas that fall outside
the scope of the real estate appraisal/consulting profession if so desired.

20. KWA APPRAISAL (KWA) assumes that the subject property analyzed herein will be under prudent and competent
management and ownership; neither inefficient nor super-efficient.

21. It is assumed that there is full compliance with all applicable federal, state, and local environmental regulations
and laws unless noncompliance is stated, defined and considered in the appraisal report.

22. No survey of the boundaries of the property was undertaken. All areas and dimensions furnished are presumed
to be correct. It is further assumed that no encroachments to the realty exist.

23. 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, KWA APPRAISAL (KWA) has not
made a specific compliance survey and analysis of this property to determine whether it is in conformance with the
various detailed requirements of the ADA. It is possible that a compliance survey of the property together with a
detailed analysis of the requirements of the ADA could reveal that the property is not in compliance with one or
more of the requirements of the ADA. If so, this fact could have a negative effect on the value estimated herein.
Since KWA APPRAISAL (KWA) has no specific information relating to this issue, nor is KWA APPRAISAL (KWA)
qualified to make such an assessment, the effect of any possible non-compliance with the requirements of the ADA
was not considered in estimating the value of the subject property.
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SPECIFIC ASSUMPTIONS AND LIMITING CONDITIONS

1. The estimate of marketing time is 9-15 months based upon such items as statistical information about days on market;
information gathered through sales verification; interviews of marketing participants; and anticipated changes in market
conditions. The reasonable marketing time is a function of price, time, use, and anticipated market conditions such as
changes in the cost and availability of funds; not an isolated estimate of time alone.

2. This appraisal has been prepared based on the assumption that the subject property will be fully leased upon completion
of construction and therefore, lease up costs and downtime will be absorbed by the owner during construction. Every
effort has been made to verify all information used within this report; however, it was in some instances necessary for
KWA APPRAISAL (KWA) to make critical assumptions to complete this assignment. KWA APPRAISAL (KWA) reserves
the right to amend its opinion of value at a later date should information become available which would significantly
change the stated opinion of values.

3. All value opinions expressed herein are as of the date of value. In some cases, facts or opinions are expressed in the
present time. All opinions are expressed as of the date of value, unless specifically noted.

The research and preparation of this appraisal took place from May 20, 2021 through June 13, 2021. The effective date
of valuation is May 28, 2021. There are no events that must occur between the date of last inspection of the subject
property and the date of valuation in order to conclude the value reported herein. Thus, the reported value is predicated
on the specific assumption that the status of the property as of the date of valuation is not materially different that it was
on the date of KWA APPRAISAL (KWA)’ last inspection of the subject property. The appraisal is based on real estate and
economic conditions as best perceived as of the date of the report.

4. The report and parts thereof and any additional material submitted, may not be used in any prospectus or printed material
used in conjunction with the sale of securities or participation interests in Public Offering as defined under U.S. Security
laws. Further, neither all nor any part of this appraisal report shall be disseminated to the general public by the use of
advertising media, public relations media, news media, sales media, or other media for public communication without the
prior consent of KWA APPRAISAL (KWA). The use of all or any part of this report in connection with real estate tax
shelters, syndication of interests in real estate, the offering of securities, shares or partnership interests in real estate or
any other public or private offering without the specific written consent of KWA APPRAISAL (KWA) is not authorized.
Neither the whole, nor any part of this report, nor any reference thereto may be included in any document, statement, and
appraisal or circular without the signatories’ prior written approval of the form and context in which it is to appear.

5. Since earthquakes are not uncommon in the area, no responsibility is assumed due to their possible effect unless detailed
geologic reports are made available.

6. Any “after tax” income or investment analysis and resultant measures of return on investment are intended to reflect only
the possible and general market considerations, whether as part of estimating value or estimating possible returns on
investment at an assumed value or price paid. Any stated conclusion referred to as “Investment Value” should not be
construed as being representative of “Market Value” since the prospectus of the Client may be based upon individual
investment requirements, as distinguished from the concept of market value, which is impersonal and detached. Market
value and investment value may coincide when a client’s investment criteria are consistent with prevailing market tends
and conditions. In this instance, the two value estimates may be numerically identical, but the two types of value are not
interchangeable. KWA APPRAISAL (KWA) does not claim expertise in tax matters and advises the client to seek
competent tax advice from a qualified income tax advisor.

7. The reasonable exposure time is 6-12 months based on current market conditions. The reasonable exposure time
inherent in the market value concept is always presumed to precede the effective date of the appraisal. We also recognize
the exposure time is different for various types of real estate and under various market conditions and that the reasonable
exposure time should always incorporate the answer to the question, “For what kind of real estate at what value range?”
rather than appear as a statement of an isolated time period.

8. This study is not being prepared for use in connection with litigation. Accordingly, no rights to expert testimony, pretrial
or other conferences, deposition, or related services are included with this appraisal. If, as a result of this undertaking,
KWA APPRAISAL (KWA) or any of its principals, its appraisers or consultants are requested or required to provide any
litigation services, such shall be subject to the provisions of KWA APPRAISAL (KWA)’ engagement letter or, if not
specified therein, subject to the reasonable availability of KWA APPRAISAL (KWA) and/or said principals or appraisers
at the time and shall further be subject to the party or parties requesting or requiring such services paying the then-
applicable professional fees and expenses of KWA APPRAISAL (KWA) either in accordance with the provisions of the
engagement letter or arrangements at the time, as the case may be.

9. All data considered significant that was requested for this assignment was received by KWA APPRAISAL (KWA).
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ENGAGEMENT LETTER



ADDENDUM

136



ADDENDUM

137



ADDENDUM

138

PROFESSIONAL QUALIFICATIONS
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STATE LICENSE




