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Mr. Eric Findlay, Senior Project Manager
Property Management Division
Placer County Division of Facility Services
11476 C Avenue
Auburn, CA 95603
Re:

Appraisal of the Kings Beach Center consisting of 16 parcels along the north side of
North Lake Boulevard and both sides of Salmon Avenue in Kings Beach, Placer
County, California

Dear Mr. Findlay:
This is in response to your request for a Narrative appraisal report of the improved
commercial property and vacant land located along the north side of North Lake Boulevard
and both sides of Salmon Avenue in Kings Beach, Placer County, California. This property is
further identified as Placer County Assessor’s Parcel Numbers 090-133-003, 005 thru 009,
and 011, 015, 016, 019, 021 and 090-126-021, 022, 024, 039, and 040. The property is owned
by Placer County and commonly known as the Kings Beach Center.

The following report sets forth pertinent data, statistics and other information
considered necessary to establish the current Market Value of the subject property. The date
of valuation of this report is June 21, 2015. The purpose of the appraisal is to estimate the
“As-Is” Market Value of the subject property. The function of this appraisal is for use by
Placer County for their internal purposes. Any other use of this appraisal requires the prior
written authorization of this appraisal firm. The intended users of this appraisal are
representatives of Placer County. The date of completion of this report is July 16, 2015.

www.johnsonvaluationgroup.com
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This appraisal report has been prepared in conformance with the current Uniform
Standards of Professional Appraisal Practice as adopted by the Appraisal Standards Board of
the Appraisal Foundation.

I attest to have the knowledge and experience necessary to complete this assignment
and have appraised similar type property many times in the past. No one other than the
undersigned prepared the analyses and Market Value conclusion contained in this report.

After careful consideration of the available data, and based upon a personal inspection
of the subject property and the comparable properties utilized, it is my opinion that the Market
Value of the subject property’s unencumbered fee simple interest, as of June 21, 2015, is:
FOUR MILLION DOLLARS
($4,000,000)
Please contact me if you have questions or wish to discuss the appraisal.
Respectfully Submitted,

Benjamin Q. Johnson, MAI
California Certified General Appraiser
License #AG 043925
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SUMMARY OF SALIENT FACTS AND IMPORTANT CONCLUSIONS
The subject property consists of 16 Assessor’s parcels.
Eleven parcels are bordered on the south by North Lake
Boulevard, on the east by Fox Street, on the west by
Coon Street and on the north by Salmon Avenue. The
remaining five parcels are located along the north side of
Salmon Avenue beginning at the northwest corner of
Salmon Avenue and Fox Street, Kings Beach, Placer
County, California.

Property Location

Assessor's Parcel Numbers,
Address and Total Land Area
A breakdown of each parcel’s address and lot size is set out on the following table.
Assessor's Parcel
Number
090-133-003
090-133-005
090-133-006
090-133-007
090-133-008
090-133-009
090-133-019
090-133-011
090-133-016
090-133-021
090-133-015
090-126-021
090-126-022
090-126-024
090-126-039
090-126-040

Address
8635 North Lake Boulevard
8645 North Lake Boulevard
8666 Salmon Avenue
8616 Salmon Avenue
8684 Salmon Avenue
229 Fox Street
8697 North Lake Boulevard
8693 North Lake Boulevard
8623 North Lake Boulevard
8611 North Lake Boulevard
8675 North Lake Boulevard
8679 Salmon Avenue
8685 Salmon Avenue
8673 Salmon Avenue
245 Fox Street
8689 Salmon Avenue
Total

Lot Size (sf)
6,364± sq. ft.
15,473± sq. ft.
2,047± sq. ft.
11,674± sq. ft.
11,957± sq. ft.
7,065± sq. ft.
10,823± sq. ft.
7,568± sq. ft.
5,798± sq. ft.
11,719± sq. ft.
21,954± sq. ft.
7,813± sq. ft.
7,812± sq. ft.
12,500± sq. ft.
6,663± sq. ft.
5,838± sq. ft.
153,068± sq. ft.

Lot Size(ac)
0.1461± acres
0.3552± acres
0.0470± acres
0.2680± acres
0.2745± acres
0.1622± acres
0.2485± acres
0.1737± acres
0.1331± acres
0.2690± acres
0.5040± acres
0.1794± acres
0.1793± acres
0.2870± acres
0.1530± acres
0.1340± acres
3.5140± acres

Land Coverage
The subject property’s TRPA-verified existing land coverage by parcel is set out on
the following table:
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Property Name
Tattoo Shop
Trailer Park
Spirits of Tahoe
Scrap's, et. al.
Former KFC
Music Shop
ReMax
Buckholtz

APNs
090-133-003
090-126-021/022/024
090-133-005
090-133-006
090-133-007/008/009/015
090-133-011/019
090-133-016
090-133-21
090-126-039/040

Total

Land Coverage
5,716± sq. ft.
20,939± sq. ft.
15,833± sq. ft.
841± sq. ft.
41,226± sq. ft.
17,769± sq. ft.
5,491± sq. ft.
8,967± sq. ft.
3,451± sq. ft.

Land Capability
Class 5
Class 5
Class 5
Class 5
Class 5
Class 5
Class 5
Class 5
Class 5

120,233± sq. ft.

Owner of Record

Placer County

Zoning

029 Kings Beach Special Area #1: Downtown
Commercial

Improvements
The subject property along North Lake Boulevard is comprised of wood frame
commercial buildings, most of which are old, in fair condition, and are at or near the end of
their economic lives. The buildings were constructed between 1945 and 1978 and there does
not appear to have been any significant renovation of the buildings over the years. The
subject improvements along Salmon Avenue include very old residential structures that are in
poor condition, and that are at or near the end of their economic lives.
Highest and Best Use

Continued retail and office use for interim income
purposes and redevelopment as demand warrants

Type of Report

Narrative

Interest Appraised

Fee Simple

Date of Value

June 21, 2015

Date of Completion of Report

July 16, 2015

FINAL MARKET VALUE CONCLUSION

$4,000,000
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PURPOSE OF APPRAISAL
The purpose of the appraisal is to estimate the Market Value of the fee simple interest
of the subject property as of a current date of valuation.

FUNCTION OF APPRAISAL
The function of this report is for use by Placer County for their internal decision
making purposes. Any other use of this appraisal report requires the prior written
authorization of these appraisers.

INTENDED USERS OF APPRAISAL
The intended users of this appraisal are representatives of Placer County.
.
"MARKET VALUE" DEFINED
“‘Market Value’ means the most probable price which a property should bring in a
competitive and open market under all conditions requisite to a fair sale, the buyer and seller
each acting prudently and knowledgeably, and assuming the price is not affected by undue
stimulus. Implicit in this definition is the consummation of a sale as of a specified date and
the passing of title from seller to buyer under conditions 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.”
(SOURCE: Office of the Comptroller of the Currency under 12 CFR, Part 34, Subpart CAppraisals, 34.42 Definitions [f].)
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As-Is Market Value
The estimate of the market value of real property in its current physical condition, use,
and zoning as of the appraisal date. (Proposed Interagency Appraisal and Evaluation
Guidelines, OCC-4810-33-P 20%)

SCOPE OF APPRAISAL
This is a Narrative appraisal which has been prepared in conformance with the
requirements of the Uniform Standards of Professional Appraisal Practice as promulgated by
the Appraisal Standards Board of the Appraisal Foundation.

Preparation of this appraisal included the following:


Identification and analysis of area and neighborhood data to assess current
economic and real estate market conditions;



Physical inspection of the subject property;



Completion of a Highest and Best Use Analysis;



Research and analysis of comparable commercial sales;



Completion of a Sales Comparison Approach Analysis;



Completion of a Reconciliation and Final Property Value Conclusion analysis;



Valuation of Subject Property’s TRPA Development Resources; and



Preparation of a Narrative appraisal report.

EFFECTIVE DATE OF VALUATION
The date of valuation for the subject property is June 21, 2015.

PROPERTY RIGHTS APPRAISED
The estimate of value set forth in this appraisal reflect this appraiser’s opinion as to the
Market Value of the unencumbered fee simple interest.
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EXTRAORDINARY ASSUMPTIONS
The property that is the subject of this appraisal is located within the Lake Tahoe
Basin. Development in the Tahoe Basin is tightly regulated by the Tahoe Regional Planning
Agency (TRPA). In order to develop property in the Tahoe Basin, the site must be located on
high capability soil, and have the necessary TRPA development resources to accommodate
any type of proposed development. For example, in order to receive a building permit for a
commercial project, the site must have a high enough land coverage to accommodate the
proposed building and site improvements and TRPA development resources for the proposed
utilization. In many cases when market conditions were stronger, the developer purchased the
necessary development resources from private parties. As a result, the development resources
that exist on improved property could have significant contributory value to the overall
property. In this appraisal, we have relied upon data provided to us from Mr. Wyatt Ogilvy of
Ogilvy Consulting Services and confirmed it independently to the extent possible. It is an
extraordinary assumption in this appraisal report that the development resources indicated by
Mr. Ogilvy are accurate. Should further TRPA verification of all the development resources
prove to be different than those used in this appraisal, the impact on property value could be
significant.
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REGIONAL MAP

Lake Tahoe

California  Nevada
L15-065

6

JohnsonValuation Group, Ltd.
AREA MAP
Tahoe City

Incline Village

State Highway 28

Kings Beach

State Route 89

Emerald Bay

South Lake Tahoe

U. S. Hwy. 50

S. Shore Stateline
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AREA DESCRIPTION
The Lake Tahoe Basin is situated in the Sierra Nevadas on the Nevada-California
border, approximately 200 miles northeast of San Francisco and approximately 40 miles
southwest of Reno.
An estimated two-thirds of Lake Tahoe lies within California, and approximately onethird lies within Nevada. The maximum elevation of the lake level is legally regulated at
6,229.10 feet. Many of the surrounding mountain peaks exceed 10,000 feet. Lake Tahoe is
21½ miles long and 12 miles wide. It has a 71± mile shoreline and a maximum depth of
1,645 feet. The surface covers 190 square miles, and the lake contains more than 122 million
acre-feet of water. Lake Tahoe is the tenth deepest lake in the world and the second clearest
in the United States. The unique recreational amenity provided by the lake itself and the
dramatic prospect offered by the surrounding mountains attract hundreds of thousands of
tourists each year.
The U. S. Forest Service owns more than 70% of the land area within the Lake Tahoe
Basin. Private ownerships are estimated to control less than 20% of the land within the Basin.
Most of the remaining land is owned either by state or local governments. Because so much
of the land within the Basin is under public ownership, it is available to the general public for
a wide variety of recreational utilizations.
There are approximately 1,100 residential lakefront parcels in the Lake Tahoe Basin,
which are distributed across the following Nevada and California counties:
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Climate
The Lake Tahoe Basin enjoys an average of 244 fair days each year. It has an average
annual precipitation of 35.5 inches at lake level and an average annual snowfall of 217 inches.
During the winter months, the average temperature is approximately 22 degrees, while the
average summer daytime temperature is around 78 degrees. Because of the relatively
moderate weather patterns, the Lake Tahoe Basin is a popular year-round destination resort.

Access
Several major highways serve the Lake Tahoe area. U. S. Highway 50 provides direct
access to the south shore from Sacramento, entering the Basin at Echo Summit. From the
City of South Lake Tahoe, this highway runs north along the east shore of the lake to Spooner
Summit, and then descends the eastern slope of the Carson Range of the Sierra Nevada to its
intersection with U. S. Highway 395, just south of Carson City, Nevada.

Interstate 80, which connects San Francisco to Reno and other points east, passes
approximately 15 miles north of Lake Tahoe. Access to Lake Tahoe from Interstate 80 is by
means of two state highways, both heading in a southerly direction from their intersection
with Interstate 80 at Truckee, California. California State Route 89 provides direct access to
Tahoe City on the west shore of Lake Tahoe. From Tahoe City, State Route 89 continues
southerly along the west shore and joins U. S. Highway 50 in South Lake Tahoe. From the
South Lake Tahoe/Meyers area, State Route 89 leaves U. S. Highway 50 and crosses Luther
Pass to its intersection with California State Route 88 in Hope Valley and its intersection with
U. S. Highway 395 near Coleville in Mono County, California. From Interstate 80, California
State Route 267 provides direct access to Kings Beach on the north shore of Lake Tahoe near
the Nevada state line.

The Mount Rose Highway provides direct access to Incline Village, Nevada and the
north shore of Lake Tahoe from U. S. Highway 395, which lies to the east. U. S. Highway
395 runs along the western shelf of the Great Basin directly east of the Sierra Nevada
Mountains. This highway connects the southern California area with the City of Reno,
California  Nevada
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northern California, Oregon, and Washington. From Incline Village, Nevada, State Route 28
runs westerly and then southerly along the shoreline of Lake Tahoe, terminating at Tahoe
City, California. Nevada State Route 28 also runs easterly and then southerly along the
Eastern Shore of Lake Tahoe, until it connects with U. S. Highway 50 near Spooner Summit.

Finally, access to the south shore area is also available by way of Kingsbury Grade,
which is a state-maintained road. It extends westerly from the Carson Valley over Daggett
Pass and terminates at its intersection with U. S. Highway 50 in Stateline, Nevada just north
of the California state line. In the Carson Valley, Kingsbury Grade is easily accessible from
U. S. Highway 395 and from Nevada State Route 88.

All of the highways located within the Basin are two-lane, two-way, asphalt-paved
roadways, with the exception of portions of U. S. Highway 50, which expands to a four-lane
roadway. The winter maintenance of the roadways in the Lake Tahoe Basin is very good,
with most highways remaining open throughout the winter months. The roadways most
susceptible to winter closures are State Route 89 through Emerald Bay, the Mount Rose
Highway at Mount Rose Summit, and Kingsbury Grade.

In summary, the Lake Tahoe Basin is easily accessible by automobile, particularly
from the major metropolitan areas of northern California and northern Nevada.

Commercial Transportation
While transportation into the Lake Tahoe Basin is primarily by private auto, it is also
serviced by various bus lines and commercial airlines. The south shore is serviced by the
Lake Tahoe Airport, which is located adjacent to U. S. Highway 50 at the south end of the
City of South Lake Tahoe. This airport, which is operated by the City, offers an 8,542 foot
runway, tie-down facilities, a terminal building and hangar storage. This airport has a modern
instrumentation system to better facilitate landing in adverse weather. It does not currently
offer commercial air service.

California  Nevada
L15-065

10

JohnsonValuation Group, Ltd.
The west and north shores are served by the Truckee-Tahoe Airport. This airport is
located adjacent to State Route 267, just southeast of the town of Truckee, California, and
approximately 15 miles north of Kings Beach, California. Scheduled commercial air service
is not available at this airport.

The entire Lake Tahoe Basin is also serviced by the Reno-Tahoe International Airport.
Regularly scheduled bus and limousine service is available from this airport to various
portions of the Lake Tahoe Basin.
Tahoe Regional Planning Agency (TRPA)1
Lake Tahoe and the surrounding land areas that comprise the lake’s watershed are
generally referred to as the Lake Tahoe Basin. Land use within the Lake Tahoe Basin is
strictly regulated by the Tahoe Regional Planning Agency (TRPA). It is important that the
reader have at least a basic understanding of the TRPA.

The popularity of the Lake Tahoe Basin has created an altered watershed. The
positive economic effects of popularity are shadowed by conditions that have the potential to
harm Lake Tahoe water resources. Planning land use to accommodate economic growth and
vitality ensures that protective measures are taken to maintain a healthy watershed.

The TRPA was created initially in 1969 as a bi-state agency via concurrent legislation
adopted by California and Nevada and by the Congress and signed by the President. The
original legislation was dramatically modified when amended by the states and Congress in
1980. Under the 1980 amended statute, all activities with a potential for an impact on the
environment of the Tahoe Region must be reviewed and approved by the TRPA based on a
determination that there will be no negative impact or violation of adopted environmental
threshold carrying capacities of the Region.

1

www.trpa.org
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The Tahoe Regional Planning Compact calls for the Regional Plan to establish a
balance between the natural environment and the human-made environment. The Plan
emphasizes an improvement in the quality of development in the Region and in the quality of
the natural environment.

Environmental Thresholds Carrying Capacities set environmental goals and standards
for the Lake Tahoe Basin and indirectly define the capacity of the Region to accommodate
additional land development. Land development may negatively affect attainment of an
environmental threshold. Special efforts, such as mitigation measures, must be taken to
reduce impacts.

The Regional Plan Goals and Policies document presents the overall approach to
meeting the thresholds. A key component of the Plan is the land use element. The land use
element of the Plan identifies the fundamental philosophies directing land use and
development in the Lake Tahoe Basin. It addresses topics like suitable development
locations; maintenance of the environmental, social, physical, and economic well being of the
Region; and coordination with local, state, and federal requirements.

The Land Use Element of the Lake Tahoe Regional Plan includes the following subelements: land use, housing, noise, natural hazards, air quality, water quality, and community
design. The Land Use sub-elements intend to establish land use goals and policies that will
ensure the desired equilibrium and attain and maintain the environmental thresholds within a
specific time schedule.

A number of regulations are needed to implement and enforce policies identified in the
Plan. The TRPA Regulatory Code compiles all of the laws and ordinances needed to
implement the Goals and Policies.

Related to the Code are Plan Area Statements and Community Plans. Plan Area
Statements provide a description of land use for particular areas in the Basin. The Lake
California  Nevada
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Tahoe Region is divided into more than 175 separate Plan Areas. For each Plan Area, a
“statement” is made as to how that particular area should be regulated to achieve
environmental and land use objectives. Community Plans are similar to Plan Area
Statements, but focus on specific areas where humans dwell.

In implementing its Regional Plan and Ordinances which regulate the nature, types,
and amount of land uses which may be permitted on lands within the Tahoe Basin, the TRPA
limits the amount of Commercial Floor Area, Tourist Accommodation Units and impervious
land coverage which may exist within the Lake Tahoe Basin.

Commercial Floor Area (CFA) is gross building area of any commercial building
located within the Lake Tahoe Basin. In order to construct a new commercial building, a
property owner must have the rights to an amount of CFA equal to the gross building area of
the building. Chapter 33, Section 3 of the TRPA Code of Ordinances States, “No person shall
construct a project or commence a use, which creates additional commercial floor area,
without first receiving an allocation approved by the TRPA.” After this remaining allocation
is dispensed, no additional CFA will be allowed under present ordinances.

Much like CFA, the amount of impervious ground coverage, more commonly referred
to as land coverage, allowed within the Lake Tahoe Basin is strictly regulated. Land coverage
is defined by the TRPA as:
a man-made structure, improvement or covering, either created before February
10, 1972 or created after February 10, 1972 pursuant to either TRPA Ordinance
No. 4, as amended, or other TRPA approval, that prevents normal precipitation
from directly reaching the surface of the land underlying the structure,
improvement or covering. Such structures, improvements and coverings
include but are not limited to roofs, decks, surfaces that are paved with asphalt,
concrete or stone, roads, streets, sidewalks, driveways, parking lots, tennis
courts, and patios. A structure, improvement or covering shall not be
considered as land coverage if it permits at least 75 percent of normal
precipitation directly to reach the ground and permits growth of vegetation on
the approved species list.

California  Nevada
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The maximum amount of land coverage allowed on a parcel is determined by the
TRPA. Land coverage is a marketable development right that can be sold within the Lake
Tahoe Basin under a complex set of rules and regulations.

Like CFA and land coverage, the number of Tourist Accommodation Units (TAUs)
allowed within the Lake Tahoe Basin is strictly regulated. A TAU is defined by Chapter 2 of
the TRPA Code of Ordinances as “One bedroom, or a group of two or more rooms with a
bedroom, with or without cooking facilities, primarily designed to be rented by the day or
week and occupied on a temporary basis.” TAUs are a marketable development right and can
be sold within the Lake Tahoe Basin.

It should be noted that the Lake Tahoe Regional Plan Update to the 1987 Regional
Plan was approved by the TRPA Board on December 12, 2012. The update retains the
regulatory framework from the existing 1987 Regional Plan, while making targeted
amendments to accelerate threshold attainment and respond to current conditions. One of the
many goals in the Regional Plan Update is to streamline the planning and permitting process
by implementation of Area Plans. Through the establishment of Area Plans, local government
agencies will be more active in the permitting process on a parcel level basis, while the TRPA
will focus their efforts on regional priorities.
Overall, TRPA’s rules and regulations greatly restrict the development potential of
properties located within the Lake Tahoe Basin.

Tourism
Tourism is the basic industry of the Lake Tahoe Basin, with most visitors drawn to the
area by the numerous outdoor recreational opportunities available, the gaming and the natural
scenic beauty.

The outdoor recreational opportunities include fishing, water skiing, bicycling,
swimming, horseback riding, golfing, river rafting, hiking and backpacking, hunting, boating,
California  Nevada
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snow skiing, snowboarding, ice skating, and sightseeing. The Lake Tahoe area has the largest
concentration of ski resorts in the world, including 14 resorts with more than 175 lift facilities.

The following is a table of the ski resorts in the Lake Tahoe region, including ski runs,
lifts, base elevation, etc.

Lake Tahoe Ski Resorts
Longest
Resort

Location

Lifts

Alpine Meadows

North Shore, Lake Tahoe

Boreal Ski Resort

Skiable

Ski Runs Run (mi.) Area (Ac.)

13

100

3.4

2,400

Just west of Truckee, California

8

41

1

380

Diamond Peak Ski Resort

Incline Village, Nevada

6

30

2.5

655

Donner Ski Ranch

Just west of Truckee, California

6

52

1.5

505

Heavenly Mountain Resort

South Shore, Lake Tahoe

30

97

5.5

4,800

Homewood Mountain Resort West Shore, Lake Tahoe

7

60

2.0

1,260

15

65

2.5

2,300

Kirkwood Mountain Resort

35 miles S. of South Lake Tahoe

Mt. Rose Ski Tahoe

30 miles west of Reno, Nevada

8

60

2.5

1,200

Northstar At Tahoe

Between Truckee and North Shore Lake Tahoe

19

93

1.4

2,904

Sierra At Tahoe

12 miles south of South Lake Tahoe

11

46

2.5

2,000

Soda Springs

Just west of Truckee, California

4

12

N/A

200

Squaw Valley Ski Resort

North Shore, Lake Tahoe

33

177

3.2

4,000

Sugar Bowl Ski Resort

10+- miles west of Truckee, California

13

94

3

1,500

Tahoe Donner

Truckee, California

5

14

N/A

178

941

Totals

120
24,224
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Lake Tahoe Ski Resorts
(Continued)
Average
Base

Top

Elevation

Elevation

Alpine Meadows

6,835

8,637

1,802

495

Boreal Ski Resort

7,200

7,700

500

400

Diamond Peak Ski Resort

6,700

8,540

1,840

350

Donner Ski Ranch

7,031

7,781

750

396

Heavenly Mountain Resort

6,255

10,067

3,812

360

Homewood Mountain Resort

6,230

7,880

1,650

400

Kirkwood Mountain Resort

7,800

9,800

2,000

500<

Mt. Rose Ski Tahoe

8,260

9,700

1,440

350

Northstar At Tahoe

6,330

8,610

2,280

350

Sierra At Tahoe

6,640

8,852

2,212

480

Soda Springs

6,700

7,352

652

400

Squaw Valley Ski Resort

6,200

9,050

2,850

450

Sugar Bowl Ski Resort

6,883

8,383

1,500

500

Tahoe Donner

6,750

7,350

600

198

Resort

Annual
Vertical Snowfall (in.)

As indicated from the table, the largest ski resorts in the Lake Tahoe region are
Heavenly Mountain Resort and Squaw Valley Ski Resort. While Squaw Valley features the
largest ski resort in the region in terms of number of runs and lifts, Heavenly Mountain Resort
offers the most skiable terrain. Heavenly Mountain Resort, Kirkwood, and Northstar at Tahoe
are owned by Vail Resorts. Alpine Meadows, Homewood Ski Resort, and Squaw Valley
were recently merged into one ownership. The recent acquisitions of Northstar and Kirkwood
by Vail Resorts and the merger of the three resorts on the west and north shores of Lake
Tahoe are indicative of the competition to capture the skier demand within the Tahoe region.
In addition, all six of these ski resorts have master plans either approved or in the approval
process for major enhancements of the existing ski areas, as well as major real estate projects
that involve hotels, single family residential, multi-family condominiums, specialty retail, etc.

Winter weather patterns are extremely important to the economy of the Lake Tahoe
Basin. The resorts are able to mitigate dry winters to some extent with sophisticated
snowmaking equipment. However, the equipment essentially is only a hedge against a slow
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start for the winter season months of November through mid-December. By January, the
resorts typically have ample natural snow to open the majority of ski runs.

The lodging market within the Tahoe Basin is very seasonal. The summer season is
the busiest time of year due to the cool summer temperatures, numerous outdoor activities,
and the casinos. Occupancy levels in the overall market during July and August are
approximately 80% to 90%. The winter months are also a busy time of year, with the highest
occupancy levels on the weekends and holiday weekends. However, during the shoulder
months of October, November, most of December, part of April, May, and the first half of
June, occupancy levels typically drop significantly.

In general, older motels in the Basin are most affected by the seasonal demand base.
These facilities have been achieving occupancy levels as low as 30% to 35% annually, or less.
On the other hand, the higher quality lodging properties that are well managed apparently are
somewhat less affected by the seasonal demand base. The following table contains historical
utilization levels for South Lake Tahoe.
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The demand for lodging is driven almost exclusively from tourism. In addition to ski
resorts, there are numerous public beaches, campgrounds, and picnic areas around the
perimeter of the lake. These are generally operated by local governments, state governments
or the U. S. Forest Service. In several areas of the Lake Tahoe Basin, paved scenic bike paths
have been developed, and others are planned for the future. Public golf courses are located at
Tahoe City, Kings Beach, Incline Village, and in the South Lake Tahoe area.

There are also numerous marinas along the shores of Lake Tahoe, most of which offer
a complete line of power and sailboat rentals, as well as water skis and equipment. Several of
these marinas operate regularly scheduled or charter boat cruises around the lake, including
dinner, sunset, and cocktail cruises.

Due to strict environmental standards, it is highly unlikely that a new marina would be
approved within the Lake Tahoe Basin. Accordingly, the existing marinas operate with low
vacancy factors during the summer months. During the winter months, Tahoe marinas either
cease or greatly scale back operations.
A list of the Marinas and their services is presented as follows:
Lake Tahoe Marinas
Location

Number of
Boat Slips

Buoys

North Tahoe Marina

17

Yes

Yes

Sierra Boat Company

118

Yes

Yes

Tahoe City Marina

240

Yes

Sunnyside Marina

25

Homewood Marina

0

Marina

Launch
Fuel Facility(s)

Pump Out
Facility

Boat
Storage

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

40

Yes

Yes

Yes

Yes

Yes

110

No

No

Yes

Yes

No

North Shore

West Shore

Obexer's Boat Company
Meeks Bay Marina
South Shore
Camp Richardson Marina

0

Yes

Yes

Yes

No

No

239

No

Yes

Yes

Yes

Yes

Lakeside Marina

60

Yes

Yes

Yes

No

No

Ski Run Marina

25

Yes

No

No

No

No

Round Hill Pines

0

Yes

No

No

No

Yes

Zephyr Cove Resort

0

Yes

Yes

No

No

No

Tahoe Keys Marina

East Shore

Total

877
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Adjacent to the western perimeter of the Lake Tahoe Basin is Desolation Wilderness.
This pristine backcountry encompasses more than 100 square miles and 80 separate lakes,
most of which offer excellent seasonal fishing. Desolation Wilderness is one of the most
popular wilderness areas in the United States.

Legalized gaming also attracts thousands of tourists each year. The major
concentration of hotel/casinos is located at the southeast end of the lake at Stateline, Nevada.
The four major hotel/casinos at this location include Harrah's, Harvey’s, Hard Rock, and
MontBleu. The total number of guestrooms in these four facilities is 2,248. A smaller casino
also located at Stateline is the Lakeside Inn with 124 guestrooms. Until 2010, Bill’s Casino
was owned by Harrah’s. It recently closed down and Harrah’s sold it to an investor that has
since remodeled it for CVS Pharmacy and other smaller tenants. The former casino building
is adjacent to Harrah’s. Gaming revenue on the south shore of Lake Tahoe was on the decline
each year between 2006 and 2011, but a slight increase was finally achieved in 2012. This is
evidenced in the following tables.
Gaming Revenues-South Lake Tahoe (Dollars In Millions)
(Source: Nevada Gaming Control Board)
Year
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

JAN
$24,089
$18,780
$21,830
$24,092
$24,796
$24,454
$19,614
$24,204
$25,368
$15,017
$28,779
$31,122
$26,629
$20,306
$18,322
$16,883
$17,235
$16,784
$14,699
$14,140

FEB
$21,053
$19,102
$16,398
$21,037
$20,262
$21,538
$25,334
$26,165
$25,620
$22,410
$25,445
$24,512
$22,675
$16,595
$14,048
$13,702
$15,106
$16,290
$14,741
$15,575

MAR
$25,585
$22,953
$23,363
$25,575
$27,059
$26,205
$25,012
$25,429
$26,690
$34,318
$20,518
$19,320
$29,863
$19,690
$21,097
$14,810
$12,737
$11,343
$14,931

APR
$20,885
$20,948
$19,302
$19,562
$24,756
$22,496
$27,840
$22,191
$24,882
$23,582
$28,741
$21,690
$24,438
$15,783
$12,502
$14,376
$13,739
$15,729
$ 9,081

MAY
$24,001
$25,792
$27,403
$24,827
$26,164
$25,782
$26,706
$24,500
$28,986
$27,960
$25,828
$32,079
$24,357
$18,146
$15,868
$18,254
$13,339
$14,633
$17,321

JUNE
$28,125
$27,336
$22,828
$29,948
$32,979
$27,827
$28,662
$27,603
$25,260
$25,611
$27,532
$26,986
$20,512
$17,419
$19,776
$14,129
$16,555
$12,522
$12,230

JULY
$33,437
$34,588
$39,683
$39,839
$41,958
$41,769
$42,136
$39,868
$31,168
$42,464
$39,639
$36,763
$40,786
$27,257
$23,767
$29,809
$29,636
$32,372
$25,079

AUG
$37,215
$33,441
$36,814
$34,605
$44,515
$36,047
$34,011
$37,062
$40,878
$37,323
$32,529
$30,469
$30,864
$21,939
$23,519
$27,332
$22,017
$21,425
$28,419

SEPT
$27,057
$25,949
$30,618
$28,037
$32,115
$32,042
$33,474
$32,088
$36,101
$31,080
$27,781
$29,348
$24,506
$21,839
$20,030
$17,153
$18,012
$22,188
$23,782

OCT
$22,301
$23,624
$25,659
$27,692
$24,768
$25,464
$25,790
$26,765
$22,361
$28,454
$29,180
$27,319
$20,891
$15,850
$15,131
$15,739
$15,859
$12,292
$18,776

NOV
$19,995
$21,399
$18,861
$20,694
$25,251
$20,132
$21,664
$20,570
$21,617
$24,249
$22,701
$22,018
$21,657
$15,881
$15,047
$14,006
$17,735
$17,381
$12,104

DEC.
$20,751
$22,003
$22,130
$25,335
$28,118
$25,319
$26,159
$29,052
$29,136
$23,005
$22,018
$24,300
$17,260
$15,314
$12,587
$13,345
$20,953
$15,782
$15,948

TOTALS
$304,494
$295,915
$304,889
$321,243
$352,741
$329,075
$336,402
$335,497
$338,067
$335,473
$330,691
$325,926
$304,438
$226,019
$211,694
$209,538
$212,923
$193,668
$207,111

%∆
-7.90%
-2.80%
3.00%
5.40%
9.80%
-6.70%
2.20%
-0.30%
0.80%
-0.80%
-1.40%
-1.40%
-6.60%
-25.80%
-6.30%
-1.00%
1.60%
-3.83
-0.78
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Gaming Win-South Lake Tahoe (Douglas County)

Year
2003-2004
2004-2005
2005-2006
2006-2007
2007-2008
2008-2009
2009-2010
2010-2011
2011-2012
2012-2013
2013-2014

Fiscal Year
Total Win
$342,210,579
$330,132,476
$343,418,228
$332,591,774
$319,587,296
$263,902,827
$219,690,853
$202,234,224
$206,093,440
$211,511,742
$204,443,211

% Change
2.67%
-3.53%
4.02%
-3.15%
-3.91%
-17.42%
-16.75%
-7.95%
1.91%
2.63%
-3.34%

Year
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Calendar Year
Total Win
$338,066,567
$335,446,491
$333,725,477
$326,821,671
$304,439,167
$226,017,340
$211,692,543
$209,536,110
$212,922,977
$208,740,408
$207,110,536

% Change
0.77%
-0.78%
-0.51%
-2.07%
-6.85%
-25.76%
-6.34%
-1.02%
1.62%
-1.96%
-0.78

Gaming revenue on the south shore of Lake Tahoe decreased only moderately in 2007
and 2008. From fiscal year-end 2009 through fiscal year-end 2011, gaming revenue declined
substantially due to the economy and competition from Indian gaming. However, revenues in
fiscal years 2012 and 2013 had increased slightly. Fiscal Year 2013-2014 shows a decrease
of 3.34% compared to the previous year.

At the north end of the lake, the Hyatt Lake Tahoe Hotel-Casino is located in Incline
Village. There are additional casino facilities located in Crystal Bay, including the Cal-Neva
Resort, which is the largest in the Crystal Bay area, the Biltmore, the Crystal Bay Club and
Jim Kelly’s Nugget. The Cal-Neva was recently purchased (through a joint venture with a
secured lender), and is currently closed while undergoing extensive renovations. Additionally
at the north state line, there is a proposed development called Boulder Bay. The development
would be at the current site of the Tahoe Biltmore, Sierra Park (also known as the former
Tahoe Mariner site), and the Crystal Bay Motel. The proposed development is comprised of
50,000 square feet of retail space, 30,000 square feet of gaming area, 225 fractional share and
whole ownership condominiums, and an upscale hotel. The first phase of project, consisting
of 24 residential condominiums, is slated to commence construction in 2015.
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Gaming revenue since fiscal year July 1, 2003 is presented in the below chart.

Gaming Revenue - All Nonrestricted Locations
North Shore Portion of Washoe County

Fiscal Year*
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Number of
Reporting
Locations
5
5
5
5
5
5
5
5
5
5
5
5

Total Revenue
(000's)
$36,361
$38,902
$41,899
$42,712
$43,460
$37,862
$31,503
$27,956
$27,423
$25,862
$26,933
$25,599

% Change Versus
Previous Year
-11.32%
6.99%
7.70%
1.94%
1.75%
-12.88%
-16.80%
-11.26%
-1.91%
-5.69%
4.14%
-5.59%

Gaming revenue on the north shore of Lake Tahoe has decreased significantly since
Fiscal Year 2007. The modest increase in Fiscal Year 2013 was the first since 2007.
Nevertheless, gaming revenues are still not close to the levels achieved from 2003-2008.

In summary, gaming revenue in the Tahoe Basin is down considerably over the last
few years. This is primarily attributable to three factors: Indian gaming in northern
California, the distressed economy, and lack of capital expenditures for remodel or
renovation. In discussions with gaming operators and developers, any redevelopment plans in
the future will feature gaming as an amenity, but not the main attraction.
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Gaming revenue since July 1, 2003 for all of Nevada is presented in the below chart.
Gaming Revenue - Nonrestricted Locations

Statewide

Fiscal Year
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Number of
Reporting
Locations
352
358
351
354
346
337
344
343
336
336
336
339

Total Revenue
(000's)
$9,563,761
$10,109,954
$11,005,538
$12,193,540
$12,739,131
$12,500,948
$10,786,660
$10,327,446
$10,634,699
$10,705,829
$10,905,399
$11,018,688

% Change
Versus Previous
Year
2.83%
5.71%
8.86%
10.79%
4.47%
-1.87%
-13.71%
-4.30%
2.98%
0.67%
1.86%
-1.14%

Overall, gaming revenue in Nevada has decreased 14.39% between its peak for the
fiscal year 2007 of $12.74 billion to $10.91 billion for the fiscal year ending June 30, 2013.
However, gaming revenue on a fiscal year basis had increased, albeit only slightly, from 2011
to 2013. In 2014, there was a decrease of 1.14%.
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Population and Employment
Lake Tahoe's principal recreation market is comprised of those Counties located
within the San Francisco Bay Area and central California. Within these 16 Counties, there are
nearly 11.4 million residents. The following table contains the population and median
household income of the Bay Area and central California, broken down by County as of the
2010 Census.
Population and Median Household Income
Bay Area and Central California Counties
Bay Area County
Alameda
Contra Costa
Marin
Napa
San Mateo
Santa Clara
Santa Cruz
San Francisco
Solano
Sonoma
Bay Area Population

Population
1,510,271
1,049,025
252,409
136,484
718,451
1,781,642
262,382
805,235
413,344
483,878
7,413,121

Central California
Fresno
Sacramento
Madera
Merced
San Joaquin
Stanislaus
Central California Population

Population
930,450
1,418,788
150,865
255,793
685,306
514,453
3,955,655

Total Population in Proximity to Tahoe Basin

11,368,776

Median Hshld.
Income
$
70,821
$
79,135
$
89,605
$
68,641
$
87,633
$
89,064
$
66,030
$
72,947
$
69,914
$
64,343
Median Hshld.
Income
$
46,903
$
56,553
$
47,724
$
43,945
$
53,764
$
50,671

Source: U.S. Census

As indicated from the table, the Bay Area is a densely populated market. In addition
to its population, there is a high degree of affluence, which is the primary reason why the Bay
Area is such a major source of demand in the Tahoe Basin for second home ownership.
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The median household income in the Bay Area Counties ranges from approximately
$65,000 to $90,000. In comparison, the median household income for the United States is
$52,762, and within the City of South Lake Tahoe, the median household income is only
$41,685.

The population of the Lake Tahoe Basin is greater than 65,000 during the peak
summer employment periods, but is lower during the winter season. Year-round residents
numbered approximately 500 in 1950. The year-round population of the Tahoe Basin,
according to the 2010 Census, is 52,903. A breakdown of the population by area is set forth
in the following table.
2010 Tahoe Basin Year-Round Population
North Shore, CA
West Shore, Placer County, CA
South Shore and West Shore, El Dorado County, CA
South and East Shore, NV
North Shore, NV
Total

8,778
1,670
28,024
5,344
9,087
52,903

Source: U.S. Census

The economy of the Lake Tahoe Basin is subject to seasonal fluctuations, with the
heaviest tourist trade occurring during the summer and winter months. During the shoulder
seasons, in the fall and early spring, there is a substantial decline in the number of visitors
entering the Basin.

Historically, the overall employment rate has been approximately 50% to 55% of the
resident population during the busier seasons. Tourism has been the chief force in the
economy, with the gaming industry providing the greatest direct source of employment at
approximately 30% of all jobs. The retail trade industry traditionally has employed
approximately 17%. Other major employers in the Basin include governmental agencies and
tourism services.
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Employment
The following table and graphs contain the historical labor market statistics for the
City of South Lake Tahoe, which is the only incorporated town in the Tahoe Basin

The City of South Lake Tahoe Employment Data
Year
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

Labor Force
14,600
14,700
15,100
15,200
15,000
15,100
15,600
15,700
15,500
15,200
14,900
14,800

Employed
13,500
13,700
14,100
14,200
13,900
13,700
13,200
13,000
13,000
13,300
13,400
13,500

Unemployed
1,100
1,100
1,000
1,000
1,100
1,500
2,300
2,600
2,500
1,900
1,500
1,300

Unemployment
Rate (1)
7.70%
7.30%
6.70%
6.40%
7.20%
9.60%
15.10%
16.80%
15.90%
12.80%
9.90%
8.6%

(1) Calculated based on non-rounded figures
Source: California Employment Development Department

As indicated, the City’s unemployment rate at the end of 2013 was down by 6.9%
from its highest unemployment rate in 2010.

South Lake Tahoe Unemployment Rate
2003-2014
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Development
Over the last approximate 25 years, government officials and the general public have
recognized a need to rehabilitate many of the older commercial corridors within the Tahoe
Basin, particularly in South Lake Tahoe. Since the early 1990s, there have been many new
buildings constructed, some of which involved assistance from government entities. At the
present time there are various projects that had been put on hold during the recession that are
again being looked at for development. Tahoe is in the very early stages of a potential
recovery of the commercial real estate markets. Vacant land remains very depressed due to
demand issues and the high costs of construction. Some of the larger redevelopment projects
at Lake Tahoe that have been constructed and are proposed are set out as follows:
Embassy Suites Stateline
Located on the California/Nevada State Line and adjacent to Harrah’s Hotel and
Casino, this was the first redevelopment project in South Lake Tahoe. This 400 room upscale
hotel was constructed in 1991 and has been maintained in excellent condition over the years.
In 2013, this property ceased its association with Embassy Suites and presently operates
independently. In 2014 and 2015 the owner reportedly spent $8 million upgrading all of the
rooms, the main lobby and other areas of the hotel.
Lake Tahoe Vacation Resort (formerly Embassy Vacation Resort)
This timeshare resort is located at the intersection of Ski Run Boulevard and U. S.
Highway 50. The first two phases were completed in 1997 and 1999, respectively. The last
phase was completed in 2007.
Ski Run Marina
Ski Run Marina has been in existence since at least the early 1960s. However, the
marina was redeveloped in 1997 with a 30,000± square foot commercial-retail and restaurant
building. In recent years, the owner has refurbished the harbor area with new boat slips,
lighting, walkways, fuel tanks, and decking on the pier. It is has been maintained in good
condition. Long range plans call for the expansion of the marina and extension of the existing
pier.
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Park Avenue Redevelopment Project
The Park Avenue area is less than one mile from the Stateline casinos. It is generally
bounded by Lake Tahoe Boulevard on the east, Heavenly Village Way (formerly Park
Avenue) on the south, Embassy Suites to the north, and Lake Parkway to the east. This is the
most significant redevelopment project to date that involved the City of South Lake Tahoe
Redevelopment Agency. Some of the former improvements in this area consisted of an old
motel called Lake Tahoe Inn, the Paul Kennedy Steak House building, a very old and tired
retail center, and Cecil’s Market (relocated to the Cecil’s Plaza within the Park Avenue
Redevelopment Project). The improvements were demolished in the late 1990s.

The first structure completed in the Park Avenue Redevelopment Area was the
Heavenly Gondola in 2000. The Gondola is the main entrance into Heavenly Mountain
Resort and it provides direct skier access from the Stateline casino core to the higher
elevations of the ski resort. Heavenly Mountain Resort also received TRPA approval of its
10-year master plan in the summer of 2007. The master plan includes $50 million in capital
improvements over the next ten years to Heavenly Mountain. As part of Phase I of the master
plan, Heavenly has installed the Olympic Express high-speed chairlift, and installation of
“easy scan” RF technology that expedites access to the lifts for season pass holders, and regraded Skyline Trail that leads from the California side at the top of Skychair to Nevada.
Other new improvements that are presently being contemplated include 152 acres of new ski
trails, a skier bridge that will allow skiers and riders to ski from the Gondola top station to
Tamarack Express, a 1,000 seat on-mountain restaurant to be called “Powderbowl Lodge”,
and hiking/cross-country ski trails in the area between the Gondola top station and the
Observation Deck.
Adjacent to the Heavenly Gondola building is the 261-unit Marriott’s Timber Lodge, a
four-star vacation ownership resort hotel, and the 199-unit Marriott Grand Residence Club, a
quarter-share resort hotel. The Marriott quarter-share hotel contains 68,000± square feet of
specialty retail space. Both Marriott projects were completed in the fall of 2002. Marriott’s
Timber Lodge (the timeshare hotel) expanded with an additional 150± units.
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The final component of the Park Avenue Redevelopment area was the completion of
Cecil’s Plaza in 2004. This specialty retail center is between the Marriott resorts and
Embassy Suites. The structure contains 31,132± square feet and is occupied by tenants, such
as The North Face, Cecil’s Market, Body Essentials Spa, and the Brewery.

In addition to the Gondola, resort hotel projects, and specialty retail space, other
components within the Park Avenue Redevelopment area include a six-screen movie theatre,
an ice rink, and a four-level, 420-space parking structure.

Crescent V Shopping Center
The Crescent V shopping center completed a substantial renovation and expansion
with 42,800± square feet of new retail space in 2004 and was renamed The Village Center.
The center is located adjacent to the Gondola and Marriott resorts. Its anchor tenants are
Raley’s and Sports Ltd.

In addition to these redevelopment projects in South Lake Tahoe, there have been a
number of smaller redevelopment projects constructed in Kings Beach, Tahoe Vista, and
Tahoe City.

Proposed Projects
There are also several proposed redevelopment projects throughout the Basin,
particularly in South Lake Tahoe, Tahoe City, Kings Beach, and Crystal Bay.
The Chateau at Heavenly Village is an 11.53± acre site located adjacent to Harvey’s
Resort Hotel and Casino, on the south shore California side of the lake. The plans call for a
convention center, two condominium hotels, specialty retail space, subterranean parking,
nightclub, and a health spa. Owens Realty Mortgage, who owns the property recently
constructed 30,000± square feet of specialty retail space, which opened in the summer of
2014. In 2015, approvals were achieved to construct 30 residential condominiums, additional
retail space and amenities for the residential condominiums.
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Tahoe Shores Mobile Home Park is located at the terminus of Kahle Drive in
Stateline, Nevada. The owners of this property have received entitlements to redevelop the
property and construct 143 single family townhome units along the shores of Lake Tahoe. It
would also include a luxury clubhouse and fitness center of approximately 50,000 square feet.
This project is presently proposed to break ground in 2015 after many years of being on hold
due to the developer’s difficulty in obtaining financing to construct the project.

Edgewood Tahoe has broke ground on a resort hotel along the ninth hole of the
Edgewood Golf Course, which is behind the casinos and extends along the lake shore and is
called the Edgewood Tahoe Lodge. This resort will contain 154 luxury lodging units and
accessory amenities of a restaurant, lounge, etc. The project is presently under construction
and completion is expected in 2017.

In Crystal Bay, Nevada, developers were working on a major redevelopment of the
Tahoe Biltmore, which would have involved demolition of the casino hotel building and
construction of a condominium project with retail and restaurants. The final Environmental
Impact Statement (EIS) was completed, and a final approval was granted by the TRPA in the
spring of 2011. Since then, however, the project has been on hold due to economic
conditions. In the Spring of 2015, it was announced that the developer intends to move
forward with 24 high end residential condominiums on a portion of the site. Construction has
not yet commenced.

Within Kings Beach, the downtown area has been proposed for redevelopment for
many years. The project proposed consists of a mixed use development of office, retail, and
residential land uses. The redevelopment area is between Coon Street and Fox Street and
North Lake Boulevard and Salmon Avenue. The previous owner was unable to develop the
project due to financial issues and the property was acquired by Placer County.

Also in Kings Beach, the Sun and Sand Motel was recently purchased by a developer
that plans on converting the property into lakefront residential condominiums.
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Homewood Ski Resort on the west shore is another major proposed redevelopment
project. The project is owned by JMA Ventures, the developers of Ghirardelli Square in San
Francisco. JMA Ventures also has an ownership interest in the Alpine/Squaw Valley Ski
Resort partnership.

The plans for the Homewood project call for a $500 million project

including construction of a 5-star hotel with about 75 rooms, a variety of base area residences
including condominiums, townhouse and chalets, workforce housing. and a retail-oriented
village. Approvals for the project were achieved in 2011, however, there have been various
legal challenges to the project which have prevented the developer from moving forward with
the project. Currently, JMA hopes to break ground with the first phase of the project in 2016.

In Tahoe City, a developer is proposing to construct a 120 unit boutique hotel on the
site of the Henrickson Building. The site is adjacent to the Tahoe City Golf Course. The
project is presently in the entitlement and approval phase.

Residential Real Estate Market
From 2002 to mid-2006, the residential real estate market experienced significant
appreciation. Between 2006 and 2007, the real estate market began to exhibit signs of
softening. In 2008 through 2011, the market experienced a significant downturn, which
paralleled trends throughout the country. In 2013, residential prices began to appreciate and
that has continued through 2015.

Various Boards of Realtors have compiled annual statistics regarding sales of
improved single family residential properties in the Lake Tahoe Basin in recent years.

The South Lake Tahoe Board of Realtors has collected the following data for the south
shore area:
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El Dorado County Portion of Lake Tahoe Basin
Single Family Residential Sales

Year

Number of
Median
Sales
Sale Price

%
Increase

Average
Sale Price

%
Increase

Average
Marketing
Time

2005

701

$479,900

N/A

$573,871

N/A

93 Days

2006

440

$476,000

-0.8%

$566,178

-1.3%

147 Days

2007

337

$450,000

-5.5%

$584,287

3.2%

179 Days

$492,988
$418,109

-15.6%

170 Days
176 Days

2008
2009

356
444

$405,000
$318,500

-10.0%

2010
2011

509
547

$319,000

0.2%

$265,000

-16.9%

$399,944
$352,538

-11.9%

165 Days
175 Days

2012

695

$231,950

-12.5%

$335,389

-4.9%

136 Days

2013

647

$330,000

42.3%

$398,791

18.9%

119 Days

2014

586
115

$446,404
$447,509

11.9%

1Q 2015

$349,950
$375,000

6.0%

117 Days
133 Days

-21.4%

7.2%

-15.2%
-4.3%

0.2%

The median and average single family residential sales price in South Lake Tahoe
increased from 2003 through 2005. After 2005, there was a gradual decline through 2007,
before a substantial decline each year through 2012.

In 2013, the median sales price was up 42.3% and the average sales price was up
18.9% from 2012. In interviews with a number of local brokers it has been stated that there
has been a shortage of properties on the market, and overall high demand.

In 2014, there was a 6% increase in the Median Sale Price and an 11.9% increase in
the Average Sale Price.

The Tahoe-Sierra Board of Realtors, Inc. has compiled similar statistics for sales of
improved residential properties on the west and north shores of Lake Tahoe in the following
table:
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Placer County Portion of Lake Tahoe Basin
Single Family Residential Sales

Year

Number of Median Sale
Sales
Price

2005

243

$735,000

2006

262

%
Increase

Average Sale
Price

%
Increase

Average
Marketing
Time

N/A

$1,049,670

N/A

94

$765,000

4.1%

$1,105,060

5.3%

101

$1,150,232

4.1%

118

$1,098,704
$765,912

-4.5%

154
128

2007

185

$749,000

-2.1%

2008
2009

152
211

$650,000
$530,000

-13.2%

2010
2011

250
257

$445,750

-15.9%

$432,000

2012

367

2013

-18.5%

-30.3%

-3.1%

$906,291
$705,195

-22.2%

120
116

$430,000

-0.5%

$878,901

24.6%

127

$510,000

18.6%

$778,793

-11.4%

94

2014

331
308

$545,000

6.9%

$964,033

23.8%

97

1Q 2015

63

$545,000

0.0%

6.8%

182

$1,029,352

18.3%

Though the average sales price in Placer County has fluctuated over the last several
years, the median sales price has declined each year since 2006. In 2013 and 2014, there was
an increase in median sales price. On the other hand, average sales price was down in 2013.
This is primarily due to a number of high dollar sales that took place in 2012. However, the
average sales price was up 23.8%. Overall, this market has shown strong recovery in 2013
and 2014.
The Incline Village Board of Realtors and the Washoe County Assessor’s office has
compiled statistics on improved residential sales in the Washoe County portion of the Lake
Tahoe Basin, which are presented on the following table.
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Incline Village / Washoe County Portion of Lake Tahoe Basin
Single Family Residential Sales

Year
2004

Number
of Sales
224

Median
Sale Price
$865,375

%
Increase
N/A

Average
Sale Price
$1,293,254

%
Increase
N/A

Average
Marketing
Time
134

2005

224

$1,115,000

28.80%

$1,524,841

17.90%

139

2006

121

$1,133,000

1.60%

$1,777,269

16.60%

163

2007

138

$1,187,500

4.80%

$1,847,237

3.90%

183

2008

84

$1,153,600

-2.90%

$1,383,060

-25.10%

177

2009

89

$1,000,000

-13.30%

$1,495,788

8.20%

210

2010

115

$839,000

-16.10%

$1,446,733

-3.30%

249

2011

96

$771,500

-8.00%

$1,238,514

-14.40%

234

2012

151

$744,900

-3.40%

$1,303,260

5.20%

221

2013

205

$935,000

25.50%

$1,636,290

25.60%

179

2014

151

$1,070,000

12.6%

$1,553,535

-5.3%

153

1Q 2015

22

$821,250

-23.25%

$1,341,275

-13.66%

146

Average sale prices in the Incline Village residential market in 2013 are near similar
levels as during the peak of the market from 2004-2007. Also in 2012, sales activity was
strong with 221 sales, which compares to a total of 177 total sales in 2008. Median and
average sale prices were also up substantially in 2013. However, in 2014, the median sale
price increased 12.6% and the average sale price decreased 5.3%.
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Finally, statistics for residential sales in the Douglas County portion of the Lake Tahoe
Basin are presented below.
Douglas County Portion of Lake Tahoe Basin
Single Family Residential Sales

Median Sale
Price

%
Increase

Average
Sale Price

Year
2005

141

$849,000

N/A

$1,402,419

N/A

179

2006

89

$915,000

7.8%

$1,737,310

23.9%

194

2007

74

$1,045,000

14.2%

$2,179,786

25.5%

239

2008
2009

71
85

$625,000
$545,000

-40.2%

$1,178,702
$1,055,804

-45.9%

238
203

2010
2011

91
86

$570,000

4.6%

-9.5%

$575,000

0.9%

$955,781
$1,275,274

33.4%

242
228

2012

110

$482,500

-16.1%

$850,795

-33.3%

196

2013

134

$681,250

41.2%

$1,316,824

54.8%

127

2014

127

$650,000

-4.6%

$1,281,625

-2.7%

215

1Q 2015

19

$1,120,000

72.3%

$1,450,986

13.2%

164

-12.8%

%
Increase

Average
Marketing
Time

Number of
Sales

-10.4%

The median and average sale prices increased substantially during the peak of the
market from 2004 to 2007. When the foreclosure crisis hit the market in 2008, prices
declined sharply three years in a row, from 2008-2010. In 2013, the market was very strong.
There were 134 sales in 2013 which shows a substantial increase from 2012. In 2014, the
market had weakened to 127 sales, a -4.6% median sale decrease and a -2.7% decrease in the
average sale price.

In summary, the residential market in 2013 experienced a significant upturn in sales
activity and average and median sales prices. It is evident that residential market conditions
are currently strong.
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Conclusion
In summary, the Lake Tahoe Basin is considered to be one of the most diversified
year-round recreational resort areas in the western United States. Its dramatic setting, the
pristine clarity of its waters, its favorable climate, and its many varied recreational attractions
endow it with unique characteristics. The local economy should eventually benefit from the
substantial efforts underway to upgrade the "Tahoe Experience," particularly for the more
affluent destination resort visitor. These efforts include numerous redevelopment projects
that are presently contemplated and proposed to be constructed as the market continues to
recover. The older motels around the Tahoe Basin continue to struggle with very low
occupancy levels.

The residential market in 2013 and 2015 recovered substantially with increases in
median sale prices and sales volume. On the other hand, the overall economy in the Tahoe
Basin does not appear to be recovering as quickly as the San Francisco Bay Area or the U. S.
Most sectors of the commercial real estate market have continued to struggle and prices have
not bounced back to the same extent as the residential markets in the Tahoe Basin as is
evidenced in general by occupancy rates, utilization levels and net incomes from commercial
properties throughout the market area having recovered slowly and remaining significantly
below that what was achieved at the peak of the market. There are commercial
redevelopment projects in the pipeline that are proposed to be constructed, but few have
broken ground.
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NEIGHBORHOOD MAP
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NEIGHBORHOOD DESCRIPTION
Kings Beach area is generally considered to be bounded by Beaver Street on the east,
the Old Brockway Golf Course on the west, the shores of Lake Tahoe to the south, and
Speckled Avenue to the north. The main thoroughfare through the neighborhood is State
Route 28 (North Lake Boulevard). State Route 28 extends along the east and north shores of
Lake Tahoe and is primarily a two-lane asphalt paved highway. Downtown Kings Beach is
focused along State Route 28, and extends approximately one block south to the shores of
Lake Tahoe and approximately one block to the north of the highway.

In addition to State Route 28 (North Lake Boulevard), State Highway 267 is the other
main thoroughfare through the neighborhood. Highway 267 connects Kings Beach with
Truckee and Interstate 80 to the north. Both State Route 28 and State Route 267 are
maintained on a year-round basis.
Kings Beach’s Population is summarized as follows based on data from the 1990,
2000 and 2010 census:
Kings Beach Population
Year
1990
2000
2010

Population
2,796
4,037
3,796

% Change
44.4%
-6.0%

: U. S. Census Bureau,
Census 1990, 2000, and 2010
Source

As indicated Kings Beach Population grew by 44.4% from 1990 to 2000. Subsequent
to 2000, the population declined by 6.0% through 2010.

The single family residential home market in North Lake Tahoe was hard hit by the
economic recession, however, the market has recovered in 2012 through the first half of 2015.
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Sales data for Kings Beach, Tahoe Vista and Brockway are presented as follows. Sales data
is from 2007 through the first half (January through June) of 2015:

Kings Beach, Tahoe Vista and Brockway
Single Family Home Sales
Year
Number of Sales
2007
67
2008
68
2009
84
2010
103
2011
106
2012
140
2013
125
2014
113
2015 (Thru 6/30)
43
Source: Tahoe Sierra MLS

Average Sale Price
$602,067
$453,288
$445,196
$368,895
$380,655
$473,404
$543,147
$526,586
$642,744

Average Sale Price Per Sq. Ft.
$419
$318
$274
$229
$223
$258
$267
$340
$302

As indicated, the average sale price and the average sale price per square foot have
increased since 2010/11, which was the bottom of the market. The average sale price of $302
for the first half of 2015 is still well below the peak of $419 achieved in 2007, however the
market has recovered well from the 2010/11 bottom.

There is a large public beach in the heart of downtown Kings Beach. This park offers
a number of concessions, restroom facilities, parking, landscaped and lawn areas, along with a
wide sandy beach. In addition, a conference center is also located adjacent to the park. This
public beach is a popular summer recreational facility. The North Tahoe Business
Association hosts the Kings Beach Music, a series of concerts at Kings Beach beginning in
July thru mid August.

Development along North Lake Boulevard consists of tourist commercial uses
including retail, restaurant, and motels. Most of the development is older and in fair to
average condition. Some properties have been renovated. There is a newer Safeway
supermarket on North Lake Boulevard, just west of the intersection with Highway 267. The
Caliente Restaurant, which is an excellent quality Mexican restaurant, opened in the summer
of 2007 along the north side of North Lake Boulevard near Chipmunk Street.
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There is also an attractive restaurant/clubhouse at the Old Brockway Golf Course,
located on the northwest corner of North Lake Boulevard and State Highway 267. Overall,
the neighborhood appears to be in the beginning stages of redevelopment. Due to the
difficulty associated with securing financing, the high cost of direct “hard” construction costs,
and the expense and time-consuming entitlement and approval process, there have been few
new development projects. As the economy continues to rebound, it is anticipated that more
new projects will be developed.

Redevelopment Projects
The Sun and Sand lodge, a lakefront motel in the heart of Kings Beach, was acquired
in late May of 2015 and it is our understanding that the buyer plans to redevelop the property
with lakefront residential condominiums.
Placer County and Cal-Trans are in the process of rebuilding North Lake Boulevard
through Kings Beach. The project is called the Kings Beach Commercial Core Improvement
Project (KBCCIP). This is a $44 million initiative to revitalize Kings Beach through storm
water management programs, fresh, new streetscape designs and traffic calming measures.
The project is centered around a “hybrid” three-lane alternative that includes three lanes with
roundabouts and limited on-street parking. In January 2010, the projects EIS was approved
by TRPA and Placer County Board of Supervisors approved the “Hybrid Alternative”. In
March of 2010, Caltrans found no significant impacts as a result of the proposed project. Q
and D Construction Company of Sparks, Nevada was awarded the construction contract in
November, 2013 and the first phase of the project commenced in 2014 and is presently under
construction.
The project involves resizing the road down to three lanes, with roundabouts. The
project is planned to be constructed in three phases over a four year period. Phase 1 would
focus on making the streets more pedestrian friendly and installing measures to slow traffic.
Phase 2 would focus on elimination of street parking and replacing it with parking lots on
County-owned parcels on the north side of North Lake Boulevard. Phase 3 would involve the
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most critical component of the project as the four-lane highway is to be reduced to three lanes.
Sidewalks and streetscapes are also associated with the final phase.

On the Nevada side of Lake Tahoe in Crystal Bay, there is a redevelopment project
known as Boulder Bay. This proposed development will involve the demolition of the Tahoe
Biltmore and the Crystal Bay Motel. The current project calls for a 300-room hotel with a
10,000 square foot casino, 59 whole ownership condominium units, a spa and other amenities.
The Final Environmental Impact Statement (FEIS) has been completed. Final approval of the
Final Environmental Impact Statement was granted by the TRPA in the spring of 2011.
Groundbreaking for this project is uncertain at this time due to the poor current economic
times and the difficulty in obtaining construction financing. It was announced in the spring of
2015 that the developer proposed to proceed with construction of 24 high end residential
condominiums in the summer of 2015. Construction on this project has not commenced as of
the date of this report.

The Cal-Neva also located in Crystal Bay is a 219 room hotel and casino that is
presently closed for renovations. Very little information about the renovations that are
currently ongoing has been released.

Industrial development in Kings Beach is primarily settled along both sides of
Speckled Avenue. This area is known as the Kings Beach Industrial Park. This area is
situated between Secline Avenue on the west and Fox Street on the east and is situated on
both sides of Speckled Avenue and the north side of Cutthroat Avenue. This are involves
approximately eight city blocks which has been developed with a number of light industrial
utilizations. Many of these improvements were constructed in the 1960s and reflect average
quality construction and are in average condition at the present time. It is estimated that there
is approximately 70,000 square feet of service and industrial floor space in this area. In
addition there are 29 residential structures.
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Residential development is located primarily between the commercial developments
on North Lake Boulevard and the industrial neighborhood along the north edge of the
community. The subject property’s residential neighborhood is considered to be one of the
least desirable residential areas in the Tahoe Basin. Much of the development includes
inferior single and multi family single family residences of poor to average quality. Many of
these structures are in poor to average condition. Over the past decade, there has been some
newer residential development within the neighborhood such as, Whispering Pines at the
north east corner of Trout Avenue and Fox Street. This single family townhouse project was
completed in 2004. Each two story home contains 1,650 square feet of living area.
Whispering Pines was formerly improved with an old mobile home park. This type of
development helps to enhance the desirability of the residential neighborhood in Kings Beach.

In comparison to other areas of the Lake Tahoe Basin, the Kings Beach area as a
whole, has lagged behind in terms of new real estate development. The economy of Kings
Beach is heavily dependent upon tourism and the casinos located in nearby Crystal Bay and
Incline Village, Nevada. The primary employers for the residents of Kings Beach are the
casinos on the Nevada side of the state line. Kings Beach enjoys a significant public beach
and commercial development along the north and south sides of North Lake Boulevard.
Kings Beach, along with the entire Lake Tahoe Basin and the country, has experienced
challenging economic times over the past five years. Kings Beach does enjoy close proximity
to the lake and also benefits from good accessibility as there are two state highways serving
the community. Kings Beach is a tourist community as well as a bedroom housing
community for the casinos located in nearby Nevada.

There are extensive recreational opportunities, good accessibility, good traffic
exposure and the benefit of the nearby hotel/casinos. North Lake Boulevard through Kings
Beach is in the process of being substantial upgraded. Although there has been some
redevelopment completed in Kings Beach, the area will not experience significant
redevelopment until such time as demand warrants redevelopment.
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EXTERIOR SUBJECT PHOTOGRAPHS

VIEW OF THE SITE FORMERLY IMPROVED WITH THE KFC BUILDING AT
THE NORTHWEST CORNER OF THE HIGHWAY AND FOX STREET
LOOKING NORTHEASTERLY FROM THE SOUTH SIDE OF THE HIGHWAY

VIEW OF THE RETAIL OFFICE BUILDING LOCATED AT THE NORTHEAST
CORNER OF THE HIGHWAY AND COON STREET LOOKING NORTHERLY
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EXTERIOR SUBJECT PHOTOGRAPHS

VIEW OF THE MIXED USE RETAIL MULTI-FAMILY BUILDING NEAR THE
NORTHEAST CORNER OF THE HIGHWAY AND FOX STREET LOOKING NORTHERLY
FROM THE HIGHWAY

VIEW OF THE LUCKY SEVEN TATTOO BUILDING AND THE NORTH TAHOE
VILLAGE BUILDING LOOKING NORTHEASTERLY FROM THE HIGHWAY
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EXTERIOR SUBJECT PHOTOGRAPHS

VIEW OF THE SINGLE FAMILY RESIDENCE LOCATION AT THE NORTHWEST
CORNER OF SALMON AVENUE AND FOX STREET

A VIEW OF THE FOUR COMMERCIAL BUILDINGS THAT FRONT ALONG THE
HIGHWAY LOOKING NORTHEASTERLY
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EXTERIOR SUBJECT PHOTOGRAPHS

STREET SCENE LOOKING WESTERLY ALONG THE HIGHWAY IN FRONT OF
THE SITE FORMERLY IMPROVED WITH THE KFC BUILDING

STREET SCENE LOOKING WESTERLY ALONG THE NEW STREETSCAPE
THAT IS ADJACENT TO THE SUBJECT’S HIGHWAY FRONTAGE
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EXTERIOR SUBJECT PHOTOGRAPHS

VIEW OF FOX STREET LOOKING NORTHERLY FROM
ACROSS NORTH LAKE BOULEVARD

VIEW OF COON STREET IN THE VICINITY OF SUBJECT LOOKING
SOUTHERLY
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EXTERIOR SUBJECT PHOTOGRAPHS

VIEW OF THE VACANT SITE ON THE SOUTH SIDE OF SALMON AVENUE
LOOKING SOUTHERLY

STREET SCENE ALONG SALMON AVENUE IN FRONT OF SUBJECT
LOOKING WESTERLY
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SUBJECT PHOTOGRAPHS

VIEW OF SUBJECT’S FORMER MOBILE HOME PARK SITE ALONG THE
NORTH SIDE OF SALMON AVENUE LOOKING NORTHWESTERLY

ADDITIONAL VIEW LOOKING EASTERLY ACROSS SUBJECT’S FORMER
MOBILE HOME PARK SITE ALONG THE NORTHERN PORTION OF THE
PROPERTY
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ASSESSOR’S PARCEL MAP
090-133-003, 005 thru 009, 011, 015, 016, 019 and 021
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ASSESSOR’S PARCEL MAP
A.P.N.’S 090-126-021, 022, 024, 039 and 040
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AERIAL MAP
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SUBJECT PROPERTY IDENTIFICATION AND DESCRIPTION
Property Location

The subject property consists of 16 Assessor’s Parcels.
There are 11 parcels bordered by North Lake Boulevard
to the south, Fox Street to the east, Salmon Avenue to
the north, and Coon Street to the west. The remaining
five parcels are located along the north side of Salmon
Avenue beginning at the northwest corner of Salmon
Avenue and Fox Street, Kings Beach, Placer County,
California.

Assessor's Parcel Numbers, Address, and Total Land Area
Assessor's Parcel
Number
Address
Lot Size (sf)
090-133-003
8635 North Lake Boulevard
6,364± sq. ft.
090-133-005
8645 North Lake Boulevard
15,473± sq. ft.
090-133-006
8666 Salmon Avenue
2,047± sq. ft.
090-133-007
8616 Salmon Avenue
11,674± sq. ft.
090-133-008
8684 Salmon Avenue
11,957± sq. ft.
090-133-009
229 Fox Street
7,065± sq. ft.
090-133-019
8697 North Lake Boulevard
10,823± sq. ft.
090-133-011
8693 North Lake Boulevard
7,568± sq. ft.
090-133-016
8623 North Lake Boulevard
5,798± sq. ft.
090-133-021
8611 North Lake Boulevard
11,719± sq. ft.
090-133-015
8675 North Lake Boulevard
21,954± sq. ft.
090-126-021
8679 Salmon Avenue
7,813± sq. ft.
090-126-022
8685 Salmon Avenue
7,812± sq. ft.
090-126-024
8673 Salmon Avenue
12,500± sq. ft.
090-126-039
245 Fox Street
6,663± sq. ft.
090-126-040
8689 Salmon Avenue
5,838± sq. ft.
Total
153,068± sq. ft.

Lot Size(ac)
0.1461± acres
0.3552± acres
0.0470± acres
0.2680± acres
0.2745± acres
0.1622± acres
0.2485± acres
0.1737± acres
0.1331± acres
0.2690± acres
0.5040± acres
0.1794± acres
0.1793± acres
0.2870± acres
0.1530± acres
0.1340± acres
3.5140± acres

The above land area is based upon Placer County Assessor’s Data and is assumed to
be correct.
Owner of Record

Placer County

Legal Description

Lots Numbered 1 through 20 and 26 through 45
of Block Lettered “BA”, and Lots Numbered 29
through 41 of Block Lettered “VW,” as said Lots
and Block are shown upon that certain map
entitled “Brockway Vista Subdivision”, filed
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April 6, 1926 in Book “D” of Maps, at page 16,
Official Records of Placer County, California.
Property Shape
North Lake Boulevard Parcels:

Irregular

Salmon Avenue Parcels:

Rectangular

It should be noted that the subject property is irregular in shape, partly as the
ownership does not include parcel 090-133-012 which is surrounded by the subject property
on three sides. This parcel is improved with a closed miniature golf course that is presently in
poor condition.
Dimensions of Property
North Lake Boulevard Parcels:
North Lake Boulevard Frontage
Fox Street Frontage
Salmon Avenue Frontage
Coon Street Frontage

Salmon Avenue Parcels:
Salmon Avenue Frontage
West Property Line
North Property Line
Fox Street Frontage

625.0± feet
322.0± feet
675.0± feet
50.0± feet

325.00 feet
125.00 feet
325.00 feet
125.00± feet

The dimensions are based upon Placer County Assessor’s data and a site plan prepared
by Ferrell Civil Engineering, located in Tahoe Vista, California and are assumed to be correct.

Soils and Environmental Data
Soil Type:

JhC(5)
Jabu Course Sandy Loam, 0 to 9 percent slope

Soil Capability Level

Class 5 (25% coverage)

Stream Environment Zone

None mapped or observed on site
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Existing Land Coverage
For commercially zoned and improved parcels, the base land coverage allowed under
the Tahoe Regional Planning Agency ordinances is based upon the Bailey Classification
system. Under the Bailey system, a property with a soil capability level of 5 has a base land
coverage allowance of 25%. Based on the total land area of 153,068± square feet, the
maximum allowable land coverage by the Bailey system for the subject property is 38,267±
square feet.

Based upon data provided to us from Mr. Wyatt Ogilvy of Ogilvy Consulting, a Tahoe
Basin land planning firm, the subject property is improved with the following land coverage:

Property Name
Tattoo Shop
Trailer Park
Spirits of Tahoe
Scrap's, et. al.
Former KFC
Music Shop
ReMax
Buckholtz

APNs
090-133-003
090-126-021/022/024
090-133-005
090-133-006
090-133-007/008/009/015
090-133-011/019
090-133-016
090-133-21
090-126-039/040

Total

Land Coverage
5,716± sq. ft.
20,939± sq. ft.
15,833± sq. ft.
841± sq. ft.
41,226± sq. ft.
17,769± sq. ft.
5,491± sq. ft.
8,967± sq. ft.
3,451± sq. ft.

Land Capability
Class 5
Class 5
Class 5
Class 5
Class 5
Class 5
Class 5
Class 5
Class 5

120,233± sq. ft.
As indicated, the subject property has, in aggregate, 120,233± square feet of existing

land coverage. Although this is well in excess of the base allowable land coverage, it is
legally permissible through a grandfather provision provided it has been legally installed.
However, upon redevelopment, the developer will be required to pay excess land coverage
mitigation fees.

Commercial Floor Area (CFA)
Commercial Floor Area is an entitlement in the Tahoe Basin. For every square foot of
commercial building area proposed on a site, the developer must provide one square foot of
CFA. Any redevelopment property that is improved with old commercial structures can be
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redeveloped without additional CFA as long as the proposed project involves the same gross
building area that currently exists on the property. Should the developer require additional
CFA that is in excess of what currently exists on the site, they frequently must acquire it in the
open market from owners of sending parcels with a banked supply of CFA. The banked CFA
originates from commercial structures that have subsequently been demolished. According to
an analysis prepared by Wyatt Ogilvy, the subject property’s CFA is as summarized below:

Property Name
Tattoo Shop
Trailer Park
Spirits of Tahoe
Scrap's, et. al.
Former KFC
Music Shop
ReMax
Buckholtz

APNs
090-133-003
090-126-021/022/024
090-133-005
090-133-006
090-133-007/008/009/015
090-133-011/019
090-133-016
090-133-21
090-126-039/040

Total

Commercial Floor
Area
1,475± sq. ft.
8,686± sq. ft.
1,486± sq. ft.
1,538± sq. ft.
971± sq. ft.
4,704± sq. ft.
18,860± sq. ft.

As indicated, the subject property has 18,860± square feet of CFA (though not banked
as the structures have not been demolished). There is no CFA associated with the parcels on
the north side of Salmon Avenue.
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Residential Units of Use (RUUs)
RUUs (also referred to by TRPA as Residential Units of Use) are entitlements
associated with each residential structure in the Tahoe Basin. In order to build a single family
home or any residential structure, the property owner must possess a residential development
right and a residential allocation. An RUU contains both the residential development right
and the allocation. Similar to CFA, RUUs can be bought and sold in the open market. Based
on information provided to us by Wyatt Ogilvy the subject property’s RUUs are summarized
as follows:
Property Name
Tattoo Shop
Trailer Park
Spirits of Tahoe
Scrap's, et. al.
Former KFC
Music Shop
ReMax
Buckholtz

APNs
090-133-003
090-126-021/022/024
090-133-005
090-133-006
090-133-007/008/009/015
090-133-011/019
090-133-016
090-133-21
090-126-039/040

Total

Residential Units Mobile Home
of Use
Units
2
3
2
2
1
5
1
1
15

2

As indicated, there are 17 residential dwelling units associated with the subject
property, two of which are mobile home units of use located on the former trailer park parcels
on the north side of Salmon Avenue. These should qualify as RUU development rights,
though there may be some additional restrictions of use.

Tourist Accommodation Units (TAUs)
TAUs are development rights in the Tahoe Basin that are bought and sold in the open
market. Each hotel room in the Tahoe Basin is considered to have one TAU development
right. As a motel is demolished, the associated TAUs may be transferred to a receiving
parcel. Developers that demolish a motel situated on an environmentally sensitive parcel and
retire the site could be eligible to receive bonus TAUs for transfer to a receiving parcel. The
amount of bonus TAUs is based on a complex point formula established by the TRPA.
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Based upon TRPA file data, there are 10 TAUs appurtenant to the subject property.

Zoning
TRPA/Placer County
Plan Area Statement
Land Use Classification

029 Kings Beach Community Plan, Special Area #1
(Downtown Commercial)
Residential, Commercial, Retail, and Services

Land use in the Lake Tahoe Basin is regulated by both the Tahoe Regional Planning
Agency and local city or county authorities. The subject property is located within the Kings
Beach Community Plan in Special Area #1, Downtown Commercial.

Allowed uses within Special Area #1 of the Community Plan include Tourist
Accommodation facilities (hotels, motels, bed and breakfast), eating and drinking places, food
and beverage retail sales, furniture stores, general merchandise stores, mail order and vending,
nurseries, amusements and recreation services, animal husbandry services, broadcasting
studios, business support services, financial services, health care services, personal services,
professional services, business schools, printing and publishing, numerous public service
uses, recreation centers and day use areas, and resource management uses.

Presently Placer County and TRPA are in the process of developing an updated Area
Plan. After three years of community meetings, citizen advisory group meetings, public
comments, revisions and coordination with other agencies, Placer County released a public
review draft of the Tahoe Basin Area Plan in June of 2015. Along with the plan, the county
provided the public notice of preparation for an environmental impact document for two
projects: the Placer County Tahoe Basin Area Plan and Tahoe City Lodge pilot project.

The Tahoe Basin Area Plan is a land use document guiding growth, land development,
and natural resource management in Placer County’s portion of the Lake Tahoe Basin for the
next 20 years. Subsequent to the release of the Tahoe Basin Area Plan in June of 2015, there
will be a 60-day public comment period where interested parties can submit comments,
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questions and concerns about the documents. Those submissions will then be considered
when preparing a draft environmental document.
The Placer County Tahoe Basin Area Plan covers Placer County’s portion of the Lake
Tahoe Basin encompassing about 72 square miles. That area includes the communities of
Kings Beach/Stateline, Tahoe City, Carnelian Bay, Dollar Point, Sunnyside, Homewood,
Tahoe Vista, and Tahoma. The Tahoe City Lodge pilot project is located at 255 and 265
North Lake Boulevard in Tahoe City, and may propose to include portions of the Tahoe City
Golf Course.

The proposed zoning map for Kings Beach is summarized as follows:

As indicated, the preliminary mapping for the proposed Tahoe Basin Area Plan has the
subject property located within the Town Center Core Area. According the draft Area Plan
“Town centers contain most of the Region’s non-residential services and have been identified
as a significant source of sediments and other contaminants that continue to enter Lake
Tahoe. Town centers are targeted for redevelopment in a manner that improves
environmental conditions, creates a more sustainable and less auto-dependent development
pattern and provides economic opportunities in the Region.”
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Proposed Project Description
The Kings Beach Center Design Concept includes an opportunity for an
environmental redevelopment mixed use project in the Town Center of Kings Beach, with a
combination of hotel, commercial, professional office, retail, government service, public
plaza, community park and parking. The Kings Beach Center Design Concept includes two
alternatives to be analyzed in an environmental document being prepared for the county’s
Tahoe Basin Area Plan. Kings Beach Center Design Concept Alternative 1A includes a
smaller hotel or tourist accommodations with larger commercial/retail space, and Kings
Beach Center Design Concept Alternative 1B includes a larger hotel with smaller
commercial/retail space. The hotel concept could also include condominiums or privately
owned units. Both concepts include a public plaza, a public services building, a community
park and parking.

As I understand, there are conceptual drawings for the proposed project and an
Environmental Impact Report/Environmental Impact Statement (EIR/EIS for the purposes of
CEQA/NEPA) is in process for the County’s Tahoe Basin Area Plan, for which the Kings
Beach Center Design Concept is being analyzed at a programmatic level. Accordingly,
following adoption of the County’s Tahoe Basin Area Plan (anticipated in Summer 2016), a
developer would need to complete many steps to obtain full entitlements, but could tier off of
the County’s Tahoe Basin Area Plan EIR/EIS. Entitlement steps include the following:


Tentative subdivision map approval;



Conditional use permit;



Design review;



County certification of an environmental document;



TRPA certification of an environmental document; and



Potentially secure additional development resources that are necessary to develop the
project as approved, including but not limited to land development commodities such
as tourist accommodation units.
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Topography
The subject property exhibits level topography.

Vegetation
Vegetation on the subject property is primarily limited to medium to mature growth
conifers that are typical in the Sierras.

Flood Zone
According to the Federal Emergency Management Agency’s Flood Insurance Rate
Map, Community Panel No. 06061C0100F, with an effective date of June 8, 1998, the subject
property is located within Flood Zone X. Flood Zone X indicates an area determined to be
outside of the 500-year flood plain. Federal flood insurance is not required for property
located within Flood Zone X.

Earthquake Zone
According to the most recent California Geological Shaking Hazards map, presented
on the following page, much of Lake Tahoe’s north shore appears to be within a moderate to
high hazard area as it is within 30% - 40% Peak Ground Acceleration (PGA) categories. This
means that there is a 1-in-10 chance that a 30% - 40% horizontal shaking can be exceeded in a
50-year period. The higher the percentage, the greater the horizontal shaking. Shaking is
expressed as a percentage of g (the acceleration of a falling object due to gravity).
Lake Tahoe’s southeast and east shores are also within a PGA category of 30%-40%.
The highest hazard areas are within PGA readings of 30% or greater. Much of California,
particularly along the coastline are in hazard classifications of well over 40%, reaching levels
as high as 80% or greater.
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Earthquake Hazards Map

Easements, Encumbrances, and Restrictions
We have not been provided with current preliminary title reports for the subject
property. In all likelihood, there are typical easements for utilities, and there are unrecorded
leases on the subject property, which are from the commercial buildings along North Lake
Boulevard. As I understand, however, these are not long term leases.

This appraisal report assumes the subject property has no easements, encumbrances, or
restrictions that would negatively affect its highest and best use. Furthermore, it is assumed in
this appraisal that title to the subject property is free, clear and marketable.

Encroachments
We did not observe any encroachments during our inspection of the subject property.
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Improvements
The subject property along North Lake Boulevard is comprised of several wood frame
commercial buildings, most of which are old, in fair condition, and are at or near the end of
their economic lives. The buildings were constructed between 1945 and 1978 and there does
not appear to have been any significant renovation to the buildings over the years. On the
north and south sides of Salmon Avenue, there are very old residential structures that are in
poor condition, and have reached the end of their economic lives. Additionally, there is
vacant land along Salmon Avenue. According to the Placer County Assessor’s Office, the
gross building areas for each of the parcels are as follows:
Gross Building Area by
Assessor’s Parcel Number (APN)
APN
Size (SF)
090-133-003
2,742
090-133-005
9,874
090-133-019
n/a
090-133-015
1,735
090-133-008
711
n/a (1)
090-133-006
090-133-007
n/a (1)
090-133-009
n/a (2)
090-133-011
n/a (3)
090-133-016
971
4,704
090-133-021
090-126-021
n/a (4)
090-126-022
1,152
090-126-024
n/a (4)
090-126-039
1,626
090-126-040
n/a (2)
Total

23,515
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Subject Property Sales History
The subject property last transferred on December 31, 2014. The grantor was the
Placer County Redevelopment Agency, the grantee was Placer County. This transfer is
evidenced by Document Number 2014-0094602. Previously, the subject property transferred
ownership on September 17, 2014. The grantor was B. B., LLC and the grantee was Placer
County Redevelopment Agency. The transfer was by a deed in lieu of foreclosure and is
evidenced by document number 2014-0064550. It is my understanding that the Placer County
Redevelopment Agency acquired a promissory note secured by the subject property and was
the senior secured creditor for the subject property.

Prior to the 2014 Deed in Lieu of Foreclosure and later transfer of title to the subject
property to Placer County, the majority of the subject property was purchased through a
combined transaction in March of 2007. The property was purchased under distressed
circumstances. The grantor in the transaction was Michael Schneider. The purchase price
was $5,000,000, and also included three assessor’s parcels along Trout Avenue which were
attributed a value of $400,000. In addition to this transaction, Assessor’s Parcel Numbers
090-126-039 and 040 were purchased in a separate transaction on May 8, 2007. The grantors
in the transaction were John C. Berkholtz and Lisa Anne Rogers. These two parcels were
purchased for $750,000. Assessor’s Parcel Number 090-133-018 (now 090-133-021) was
purchased in January of 2008 for $1,950,000. Assessor’s Parcel Number 090-133-016 was
purchased in March of 2008 for $1,500,000. The total purchase price of the assemblage is
$8,800,000.

Parking
There is asphalt paved parking areas on the north and south sides of the former KFC
building, and on the North Tahoe Village Building. During peak periods in the summer
season, parking can be tight. As the improvements were constructed prior to current Placer
County parking ordinances, any parking shortage is legally non-conforming. Upon
redevelopment, however, the subject property will be required to comply with the current
parking ordinances. On the north side of Salmon Avenue, the subject property is comprised
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primarily of compacted dirt. The proposed mixed use redevelopment plans call for the area
on the north side of Salmon Avenue to be utilized as parking for the commercial
redevelopment along North Lake Boulevard.

Surrounding Development
The subject property is surrounded primarily by commercial land uses along North
Lake Boulevard, and very old single family structures along Salmon Avenue. Some of the
commercial establishments near the subject property include a 7-ll convenience store, a
Subway Sandwich building, Brockway Bakery, a t-shirt shop, a restaurant building, and a
kayak rental shop. The land uses along Salmon Avenue include a U. S. Post Office building,
a Placer County Community Clinic building, and old residential structures. In general, most
of the surrounding improvements are old and are at or near the end of their economic lives. It
is our opinion that most of the surrounding buildings are in need of extensive renovation or
redevelopment.

Environmental Contamination/Hazardous Materials
We were not provided with any formal environmental reports on the subject property.
However, according to data provided by Leah Kaufman, an asbestos abatement review will
need to be completed prior to the demolition of the subject structures. Any asbestos would
then be required to be abated prior to demolition. During the course of inspection, I did not
observe any obvious evidence of hazardous materials on the property. The reader should note
that I am not qualified to detect hazardous waste and/or toxic materials on a property. Any
comment that might suggest the possibility of the presence or absence of such substances
should not be taken as a confirmation of the presence or absence of hazardous waste and/or
toxic materials. Such determination would require investigation by a qualified expert in the
field of environmental assessment. The presence of substances such as asbestos, urea
formaldehyde, foam insulation or other potentially hazardous materials may affect the value
of the property. I assume no responsibility for any environmental conditions, or for any
expertise or engineering knowledge required to discover them. The value estimates derived in
this report are based upon the assumption that there is no soil or water contamination on the
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subject property and that there are no hazardous materials in the improvements on the subject
property.

Elevation

6,280 feet above sea level

Access and Exposure
Overall, the subject property enjoys good exposure with 625± feet of frontage along
State Route 28 (North Lake Boulevard). Access into the subject property is available directly
from the highway. Access is also available from Salmon Avenue where the property also has
good exposure with 675± feet of frontage along the south and 325± feet of frontage along the
north side of this secondary commercial and residential roadway.

Utilities
All utilities are immediately available to the subject property.

Property Tax Data
As the subject property is owned by Placer County, it is not assessed or charged real
property taxes. However, direct taxes are charged to the subject property and is summarized
as follows:
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Total
APN
Assessed
090-133-003 $
090-133-005
090-133-006
090-133-007
090-133-008
090-133-009
090-133-019
090-133-011
090-133-015
090-133-016
090-133-021
090-126-021
090-126-022
090-126-024
090-126-039
090-126-040
Total
$
-

Annual
Taxes
$
-

$

-

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Direct
Charges
964.46
977.44
420.30
977.44
496.78
140.64
964.46
135.52
754.82
841.64
964.46
1,006.12
522.74
1,006.12
420.30
140.64
10,733.88

*Based on 2014-2015 Assessed Values and Property Taxes

As indicated, there are $10,733.88 in direct charges billed for the subject property in
the 2014/2015 tax year. Direct charges are for the North Tahoe Fire Protection District, the
Tahoe-Truckee Unified School District-Measure A, the Placer County Mosquito Abatement
program, and the North Tahoe Planned Unit Development Communities Facilities District
#94-1 MR.

If the subject property transferred to private ownership, it would be assessed by the
County and real property taxes would be levied against the property.

Following the enactment of Proposition 13 in the State of California, the assessed
value of a property is equivalent to the Assessor’s opinion of its taxable value as of the base
year, plus annual increases not to exceed 2%. Depending on the month of sale, the base year
is either the year of sale or the year after. Upon sale, redevelopment or expansion of a
property in California, the Assessor will estimate Market Value and the taxes are adjusted
accordingly.
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Special Assessment District
The subject property is located within Kings Beach Benefit Assessment District No. 1
that was created by the Board of Supervisors of Placer County on September 11, 2012 as
Resolution No. 2012-213. The intent of this district was to identify all parcels which will
have a special benefit conferred upon them from the maintenance of improvements
constructed as part of the Kings Beach Commercial Core project. Individual property owners
are assessed based on a complex formula that is aimed at generating the annual assessment
revenue necessary to provide for the continued snow management and maintenance of the
sidewalk improvements. In making such assessment the proportionate special benefit derived
by each Specially Benefited Parcel from the maintenance of the improvements was
determined in relationship to the entirety of the maintenance costs. The subject property’s
maximum assessment amount for the 2014/15 year is summarized as follows:
Assessor's Parcel
Number
090-133-003
090-133-005
090-133-006
090-133-007
090-133-008
090-133-009
090-133-019
090-133-011
090-133-016
090-133-021
090-133-015
090-126-021
090-126-022
090-126-024
090-126-039
090-126-040

Address
8635 North Lake Boulevard
8645 North Lake Boulevard
8666 Salmon Avenue
8616 Salmon Avenue
8684 Salmon Avenue
229 Fox Street
8697 North Lake Boulevard
8693 North Lake Boulevard
8623 North Lake Boulevard
8611 North Lake Boulevard
8675 North Lake Boulevard
8679 Salmon Avenue
8685 Salmon Avenue
8673 Salmon Avenue
245 Fox Street
8689 Salmon Avenue
Total

14/15 Maximum Assessment
Amount
$1,160.58
$2,820.60
$250.71
$272.31
$776.99
$278.20
$2,234.75
$103.42
$815.61
$3,212.04
$2,376.14
$125.68
$343.00
$202.92
$1,205.09
$92.30
$16,270.34
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Summary
The subject property is located in the heart of Kings Beach on the northeast side of
North Lake Boulevard between Fox Street and Coon Street and the north side of Salmon
Avenue. The subject property involves a total of 16 Assessor Parcels and is being appraised
as a contiguous property comprised of 153,068± square feet (3.51± acres). The parcels along
North Lake Boulevard are irregular in shape and involve a total land area of 112,442± square
feet (2.58± acres). The parcels on the north side of Salmon Avenue are rectangular in shape
and comprise 40,626± square feet (0.93±acre). Development rights inherent with the subject
land include 120,233± square feet of coverage, 18,860± square feet of CFA, 10 TAUS and 17
RUUs. The subject property enjoys 625± feet of frontage along North Lake Boulevard (State
Highway 28) and 675± feet of frontage along Salmon Avenue. It is within the Kings Beach
Community Plan, Special Area #1 (Downtown Commercial). This area permits a number of
commercial and tourist-oriented land uses.

The subject property is currently improved with a number of old commercial
buildings, residential structures, and vacant land. All of the structures are old and in below
average to fair condition. All utilities are available to the subject property.

Between 2007 and the property being transferred to a secured creditor in 2014, the
prior owner had incurred substantial hard and soft costs in connection with the proposed
redevelopment project. The property is located in a Flood Zone X, which does not require
federal flood insurance.
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HIGHEST AND BEST USE ANALYSIS
Highest and best use is defined as that reasonable and probable use which will support
the highest present value, as defined, as of the effective date of valuation. Implicit in this
definition is that the highest and best use must be physically possible, legally permissible,
financially feasible and maximally productive. For improved property, the highest and best
use is considered from two standpoints. The first is the highest and best use of the subject
property as if vacant and available for development. The second consideration is the highest
and best use of the property as presently improved.

Highest and Best Use as Vacant
In determining the physically possible uses of the subject property, its location and
physical characteristics must be considered. The subject property is located in an area in
which the predominant land use consists of commercial and residential utilizations. The
subject property is irregular in shape and is intersected by Salmon Avenue, but still enjoys
sufficient width and depth on both sides of this roadway to support development. Topography
is level. The subject property is of adequate size to support a variety of developments. It
fronts along North Lake Boulevard, which is the major commercial corridor through Kings
Beach and along Salmon Avenue, a secondary commercial and residential roadway. The
parcels have access to all necessary utilities including municipal water and sewer services.

Overall, it is our opinion that the subject property has good development potential due
to its size, shape, topography, access and availability of utilities. As a result, based upon
physically possible considerations, it is our opinion that the subject parcels would be well
suited for most types of legal utilizations.

From a legal perspective, the subject property is located within Special Area #1
(Downtown Commercial) of the Kings Beach Community Plan. Allowed uses within Special
Area #1 of the Community Plan include tourist accommodation facilities (hotels, motels, bed
and breakfast), eating and drinking places, food and beverage retail sales, furniture stores,
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general merchandise stores, mail order and vending, nurseries, amusements and recreation
services, animal husbandry services, broadcasting studios, business support services, financial
services, health care services, personal services, professional services, business schools,
printing and publishing, numerous public service uses, recreation centers and day use area,
and resource management uses. Multi-family and employee housing are allowed with a
special use permit.

The proposed zoning maps for the new Area Plan have the subject property located in
a Town Center. The Area Plan provides various incentives to develop within a Town Center
and this should be a significant benefit to the subject property.

In determining the highest and best use of property within the Tahoe Basin,
consideration must also be given to the existing development resources. The subject property
enjoys 18,860± square feet of CFA, 17 RUUs, 10 TAUs and 120,233± square feet of existing
land coverage. These rights are inherent with the land and must be considered in this
analysis.

The highest and best use of the subject property must also be economically feasible.
The development along North Lake Boulevard consists of older commercial buildings that are
in fair condition and nearing the end of their economic lives. In my opinion, given the subject
property’s central location in Kings Beach, commercial and tourist-oriented uses could be
economically feasible under stable economic conditions. A mixed-use project of commercial
and multi-family residential, similar to the project that has been proposed on a portion of the
subject property, could also be economically feasible as demand warrants. As resource
management uses, recreation centers, and public service uses are not economic land uses, they
are not considered any further in this analysis.
Therefore, based upon a careful review and analysis of the subject property’s physical
characteristics, the legally permissible uses, and economic feasibility, strongest consideration
should be given to general commercial and residential-oriented land uses, similar to the
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redevelopment plans that have been proposed for the site. Development should occur as
demand warrants and would likely be phased.

One of the constraints that the subject property may face in redevelopment is that
much of the off-site work, BMPs and utility infrastructure would likely need to be designed
and installed for the entire project at the beginning of construction. This would have the
effect of making the first phase of development more expensive than subsequent phases.

In the Lake Tahoe Basin, there are presently some redevelopment projects with
lakefront and good lakeview locations that are in various stages of development. Depending
on the project, it has become economical to develop new lakefront projects primarily due to
the high retail sales value of high end residential condominiums. Outside of these projects, it
is generally not economically feasible to construct new commercial project at the present
time.

There is a proposed 120 unit boutique hotel in Tahoe City, called the Tahoe City
Lodge. This will be the first new hotel constructed in the lake portion of Placer County since
1962. This project is the Tahoe City pilot project for the new Tahoe Area Regional Plan.
This project is presently in the approval process. This project occupies one of the best
locations in the heart of Tahoe City.

In order to analyze general market conditions and potential demand for a
redevelopment project on the subject property, consideration is first given to the overall
market for second homes on a national basis.

The following chart presents the number of units sold of vacation homes historically
based on information from the National Association of Realtors that was compiled by Meyers
Research:
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As indicated, the total number of sales of vacation homes in 2014 was the highest it’s
been in the last ten years, which demonstrates strength on a national basis for second homes.

Consideration has also been given to market fundamentals to the primary urban
markets located within a four hour drive of the subject property, which would drive the
primary demand for a redevelopment project on the subject site.

First, we have considered the average home prices in the San Francisco, Sacramento,
San Jose and Reno markets combined. Rising prices of primary residences generally leads to
increased discretionary spending. The average sale price of existing homes in these areas is
presented as follows:
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As indicated, the average sale price of existing homes in the market areas which drive
demand for Lake Tahoe has increased since 2011 and is projected to continue to increase in
2015 and 2016. This is a very positive sign for future spending on vacations and second
homes in the Lake Tahoe area.

I have also considered employment growth in the same market areas as a gauge of the
health of the workforce in the primary buyer market areas for visitors to Lake Tahoe. These
data are presented as follows:
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As indicated, job growth has been in the range in of about 50,000 to 150,000 new jobs
in the last four years (2011-2014). I have also considered the job growth year over year by
industry sector, these data are presented as follows:

California  Nevada
L15-065

75

JohnsonValuation Group, Ltd.
As indicated, job growth in the primary demand markets in the Lake Tahoe area has
been the highest in professional and business services, which is a relatively high paying field
on average.

One of the primary constraints on new redevelopment projects at the present time is
the very restrictive loan underwriting of conventional lenders for construction and
development loans. Below are data reported by the FDIC for California insured Commercial
Bank’s relative to real estate loans:
California Real Estate Loans
FDIC- Insured Commercial Banks
(Dollar amounts in thousands)

Year
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005

Construction and Land
Development
$10,860,755
$7,402,082
$6,734,934
$8,322,947
$12,081,348
$18,973,565
$32,234,826
$36,165,882
$34,000,736
$25,852,472

Total Loans
$265,099,959
$233,015,512
$208,855,430
$208,443,541
$216,650,921
$198,789,342
$204,052,989
$190,718,937
$170,823,903
$155,605,369

Construction as a % of
Total
4.10%
3.18%
3.22%
3.99%
5.58%
9.54%
15.80%
18.96%
19.90%
16.61%

As indicated, construction loans as a percentage of total loans have declined over the
last ten years from a high of 19.9% in 2006 to 4.10% in 2014. Total construction and
development loans peaked at a dollar amount of $36.165 billion in 2007 and has decreased
substantially to a low of $6.734 billion in 2012. Lending for construction and development
has increased in 2013 and 2014. 2014’s total lending for commercial and land development
loans was $10.86 billion which remains significantly under the loan amounts in 2005 through
2008. Based on discussions with lenders, most of this lending is occurring in primary urban
markets rather than resort markets, with many lenders apprehensive to make new
development loans in mountain resort markets.
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On a local level, based on discussions with developers who have tried to finance
redevelopment projects in the recent past, they have indicated that lenders are very cautious
about mixed use construction projects in mountain resort communities. Some of the larger
projects that are presently under development in the greater Lake Tahoe area are joint
ventures with private equity firms that take equity in the project and also provide lending for
construction. This type of capital structure involves much higher rates and fees than typical
conventional lending, which makes it considerably more expensive to the developer.

Another constraint on new mixed use development today is the cost of construction.
Based on my review of the budgets for larger redevelopment projects and insurable value cost
estimates for larger resort properties in the Lake Tahoe area, construction costs have in a
broad sense increased 20% to 30% since 2006-07. Therefore, the higher costs of construction
act against the economically feasibility of a proposed project.

Overall, the economic prospects for the Lake Tahoe region are strengthening. As the
market has indicated, improved residential prices recovered first beginning 2011/12. Prices
have continued to appreciate and are approaching levels last reached at the peak of the market
in some areas. Improved commercial properties have lagged behind in the recovery. Some
improved commercial properties, depending largely on the strength and durability of the net
operating income being generated have exhibited a strong recovery. Vacant commercial land
has lagged behind the other sectors in the recovery due largely to the great difficulty in
achieving construction and development loans and the increased cost of construction. Both of
these forces, act to make it much more difficult to develop new projects in the Tahoe Basin at
the present time and challenge the economic feasibility of most new projects.

Overall, based upon a careful review and analysis, it is my opinion that the highest and
best use of the subject property is to development with mixed use project of commercial and
residential land uses as demand warrants. A catalyst to market conditions improving in Kings
Beach may be the completion of the Kings Beach Commercial Core streetscape, which is
presently under construction.
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Highest and Best Use As Improved
The next step in this analysis is to consider the subject property as presently improved.
As discussed previously, the subject property is improved with very old commercial buildings
and residential structures. All of the subject improvements are at or nearing the end of their
economic lives. Accordingly, the income produced from the improvements is not significant.
The following table contains the current monthly revenue and expenses on an annualized
basis. It should be noted that the profit and loss statement do not include an expense item for
property taxes, as the subject property is owned by Placer County, it is not assessed for real
property taxes. If the subject property was in private ownership, the property would be
assessed and property taxes would be levied against the property.

2015 Revenue and Expenses Annualized
Annual Rent Income

293,616

Expenses
Property Management Fee
Maintenance
Utilities
Annual NOI

(30,000)
(38,534)
(74,498)
150,584

As indicated from the above table, the annualized net operating income is $150,584.
Applying a market capitalization rate of 7.00% results in an indication of value as presently
improved of $2,151,200 (rounded). The reader is reminded that this is absent consideration of
property taxes, which would materially reduce the annual net operating income and result in a
material reduction in the value indication.
Based upon comparable land sales data presented in the following section, it is my
opinion that value of the subject property’s underlying land exceeds the value of the subject
property as currently improved. This is understandable considering that the majority of the
subject property has been proposed for demolition and redevelopment. A typical buyer would
likely base an investment decision on the subject property’s redevelopment potential, but also
consider the relatively strong interim income to help offset the approval costs associated with
obtaining the entitlements.
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Overall, based on current market conditions and the subject property’s 2015 income, it
is my opinion that the highest and best use of the subject property is continued commercial
uses to generate interim income and redevelopment into a mixed use commercial and
residential project as demand warrants.
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INTRODUCTION TO VALUATION ANALYSIS
In the previous section, we concluded that the highest and best use of the subject
property was for continued commercial uses to generate interim income and redevelopment
into a mixed use commercial and residential project as demand warrants. Therefore, as the
improvements are very old and have nearly reached the end of their economic lives, and the
vast majority of the subject property value lies within the underlying land and associated
development rights (CFA, TAUs, RUUs, and existing land coverage). The only appropriate
valuation method is the Sales Comparison Approach. The Cost Approach is not applicable as
the improvements are very old and the estimate of physical depreciation and economic
obsolescence would require a very high degree of subjectivity. Finally, the Income Approach
is also not a reliable method given our Highest and Best Use conclusion.
In the Sales Comparison Approach, we will research and analyze sales of similar
property, whereby the improvements are similar in age and condition, and the highest and best
use is/was for redevelopment or substantial renovation of the existing structures. Given the
importance of land coverage to the value of real estate in the Tahoe Basin, the sales will be
analyzed on the basis of sale price per square foot of land coverage.
We will analyze and estimate the subject property’s land value, including land
coverage and all other existing development resources including CFA, TAUs and RUUs.
Each of the comparable sales will be adjusted on a qualitative basis for their varying
development rights. Qualitative adjustments to the comparables will also be made for other
elements, some of which include location, size, and land coverage ratio. The indicated values
from the comparable sales will then be reconciled to a final value indication by the Sales
Comparison Approach.
In this analysis we have identified six sales, an escrow and a listing that are considered
to be useful2. Each of these sales is set out on the following chart and profiled on the
following pages.

2

The transfer of the Cal-Neva was considered but not utilized as the secured creditor who acquired title to the property
through a foreclosure formed a joint venture with a developer to renovate the property. This is not considered an arms length
sale. The terms of the Joint Venture agreement are confidential and not reported publically.
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COMPARABLE SALES MAP
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COMPARABLE SALE PROFILE SHEET
(Sale S-1)

City:

Incline Village

Address:
A.P.N.:
Topography:

Former Office, Tennis Club
and Time Shares
987 & 997 Tahoe Boulevard
127-030-21
Gently sloping

County:
State:
Legal Description:

Total Land Area:

127,264± s.f.

Existing Land
Coverage

78,535± s.f.

Tourist
Accommodation
Units (TAUs)
Commercial Floor
Area (CFA):

14

Percentage of Land
Coverage to Total
Land Area:
Percentage of
Commercial Floor
Area (CFA) to Land
Coverage:
Sale Price:

Washoe
Nevada
A Portion of the Southeast
1/4 of Section 15,
Township 16 North, Range
18 East M.D.B.&M.
61.7%

Property Name:

13.85%

$3,800,000

10,877± s.f.

$48.39
Sale Price Per
Square Foot of Land
Coverage:
06-16-08
03660295
Sale Date:
Document Number:
TMJDKC LLC
Seller Financing
Grantor:
Terms of Sale:
Lake Tahoe School
Purchase Agreement
Grantee:
Verification:
Comments: The property is located adjacent to the Lake Tahoe School in Incline Village. The property is
irregular in shape and enjoys approximately 200 feet of frontage along Lake Tahoe Boulevard. The site has
good access off of this roadway. However, exposure is limited as it is below street grade. The purchaser was
the Lake Tahoe School who acquired the property for additional parking and plottage. There are four
residential structures on the site that could potentially be used for staff housing for the Lake Tahoe School.
These improvements appear to be in poor to fair condition, and add negligible value to the property.
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COMPARABLE SALE PROFILE SHEET
(Sale S-2)

Property Name:
Address:
A.P.N.:
Topography:

Former South Shore Motors
1875 Lake Tahoe Boulevard
032-291-27
Basically Level at Street
Grade

City:
County:
State:
Legal Description:

Total Land Area:

136,218± s.f.

Existing Land
Coverage
Tourist
Accommodation
Units (TAUs):
Commercial Floor
Area (CFA):

115,785± s.f.

Percentage of Land
Coverage to Total
Land Area:
Percentage of CFA to
Land Coverage:
Sale Price:

Sale Date:
Grantor:
Grantee:

12-05-08
F L Streeter 1998 Trust
Brookmore/Ho Investments
LLC

0

18,626± s.f.

Sale Price Per
Square Foot of Land
Coverage:
Document Number:
Terms of Sale:
Verification:

South Lake Tahoe
El Dorado
California
Portion of Lot 2 of the
Tahoe Valley Center,
Unit No. 3, El Dorado
County
85.0%

16.01%
$2,400,000

$20.72

58173
Cash
Purchase Agreement

Comments: This property was improved with a 17,428 square foot metal automobile dealership building with an auto
repair service area. There is a second, freestanding building on the property that was utilized as an auto body shop. This
building is of similar construction and includes 1,198 square feet of gross building area. The improvements were
constructed in 1968. The buildings are considered to be of average quality construction and were in average condition at
the time of sale. The main building has subsequently been renovated and re-opened as a DIY Home Center. The property
enjoys approximately 326 feet of frontage along Lake Tahoe Boulevard. The property has a high land to building ratio
with a large asphalt paved area that was utilized for automobile display and storage along with customer parking.
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COMPARABLE SALE PROFILE SHEET
(Sale S-3)

Property Name:
Address:
A.P.N.:
Topography:

Tradewinds Mixed use
8545 North Lake Boulevard
090-123-006 & 011
Level

City:
County:
State:
Legal Description:

Total Land Area:

36,496± s.f.

Existing Land Coverage:

35,641± s.f.

Tourist Accommodation
Units (TAU) /
Residential
Units(RUUs):
Commercial Floor Area
(CFA):

11 RUUs /
6 Mobile Home RUUs

Percentage of Land
Coverage to Total
Land Area:
Percentage of
Commercial Floor
Area (CFA) to Land
Coverage:
Sale Price:

2,824± s.f.

7.92%

$1,100,000

$30.86

99488
Cash to seller
Dave Bruening, Listing
Broker
Comments: This sale is located on the north side of North Lake Boulevard in Kings Beach. At the time of sale
the property was a bank owned property. The sale consists of two separate, adjacent, parcels that contain a
restaurant building, lodging units, and a small mobile home park. The buyers in the transaction purchased the
property for owner occupancy with long term plans to redevelop. As indicated above, development rights on the
property are substantial. The property contains approximately 100 feet of frontage along North Lake Boulevard
and enjoys views of Lake Tahoe.
Sale Date:
Grantor:
Grantee:

11-18-09
Sterling Savings Bank
Hayes McColgan

Sale Price Per
Square Foot of
Land Coverage:
Document Number:
Terms Of Sale:
Verification:

Kings Beach
Placer
California
Lots 5 thru 12, 27 thru 30
and a por. 26, Block C in
the Brockway Vista
Subdivision
97.7%
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COMPARABLE SALE PROFILE SHEET
(Sale S-4)

Property Name:
Address:
A.P.N.:
Topography:

N/A
8060 State Highway 89
16-410-10
Level

City:
County:
State:
Legal Description:

Total Land Area:

16.63± acres
(724,403± s.f.)

Existing Land Coverage:

64,859± s.f.

Tourist Accommodation
Units (TAU) /
Residential
Units(RUUs):
Commercial Floor Area
(CFA):

1 RUU

Percentage of Land
Coverage to Total
Land Area:
Percentage of
Commercial Floor
Area (CFA) to Land
Coverage:
Sale Price:

6,070± s.f.

Sale Price Per
Square Foot of
Land Coverage:
Document Number:
Terms Of Sale:

Meeks Bay
El Dorado
California
POR of Section 29, T 14N,
R17E, M.D.B. and M.
8.96%

9.36%

$800,000

$12.33

12-20-11
60592
Steven M. Wight and DB
Cash to seller
Trust
John and Kristen Dryden
Mike Dunsford
Grantee:
Verification:
Comments: This property is located in Meeks Bay, which is on the west shore of Lake Tahoe. The property
features three older commercial buildings along the highway and a few very small structures located behind the
commercial buildings. Overall, the improvements are very old and range from average to poor condition. The
property was purchased primarily to build a single family home. Zoning is very restricted, but the commercial
structures were constructed prior to TRPA’s existence, so they are legally non-conforming.
Sale Date:
Grantor:
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COMPARABLE SALE PROFILE SHEET
(Sale S-5)

Property Name:
Address:
A.P.N.:
Topography:

Sandy Beach Campground
6873 North Lake Boulevard
117-071-29
Level

City:
County:
State:
Legal Description:

Total Land Area:

6.247± acres (272,108± s.f.)

Existing Land Coverage:

2.87± acres (125,000± s.f.)

Tourist Accommodation
Units (TAU) /
Residential
Units(RUUs):
Commercial Floor Area
(CFA):

1 RUU

Percentage of Land
Coverage to Total
Land Area:
Percentage of
Commercial Floor
Area (CFA) to Land
Coverage:
Sale Price:

Tahoe Vista
Placer
California
Lot 18 of Agate Bay
Subdivision, Book D, Page
25
45.9%

4.15%

$4,400,000

5,184± s.f.

$35.20
Sale Price Per
Square Foot of
Land Coverage:
08-27-12
Sale Date:
Document Number: 78358
Lanza
and
Miller
Cash
Grantor:
Terms Of Sale:
Lake
Tahoe
Partners,
LLC
County Records
Grantee:
Verification:
Comments: This property is located in Tahoe Vista and has entitlements for a timeshare project. The buyer
was one of the partners of the sellers. They intend to develop the project once they are able to obtain financing.
The property is primarily vacant land, but there is a leased restaurant building called Spindleshanks on the site.
The restaurant is still open, but will be demolished once the project begins construction.
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COMPARABLE SALE PROFILE SHEET
(Sale S-6)

Henrickson Bldg.
255 North Lake
Boulevard
094-070-001/002
Basically Level
64,468± Sq. Ft.

City:
County:

Tahoe City
Placer

State:
Legal Description:
Sale Price Per
Square Foot of
Land Area:

California

Existing Land
Coverage:
Commercial Floor
Area (CFA):

58,021±Sq. Ft.
(estimated at 90.0%)
14,468± sq. ft.

% of Coverage to
Land Area:
TAUs/RUUs:

40.0%

Sale Date:

06/13/14

Document
Number:
Zoning;
Terms of Sale:
Verification:

2014-0039618

Property Name:
Location
A.P.N.:
Topography:

Parcel Size:

None

Commercial
Cash to Seller
MLS Records and Wyatt
Ogilvy, Buyer
Representative
Comments: This property includes two commercial buildings that are near the end of their
economic life. The buyer plans to redevelop the property with a 120 unit boutique hotel.
Sale Price:
Grantor:
Grantee:

$2,800,000
Greg Henrickson
Kila Tahoe, LLC

$43.43
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COMPARABLE LAND SALE PROFILE SHEET
(Escrow E-7)

Property Name:
Property Location:
A.P.N.:
Topography:
Total Land Area:

Former Redevelopment Site
SWC Ski Run Blvd. and Lake
Tahoe Blvd.
027-690-08 and 09
Level but several feet above
highway grade
65,776± Square Feet

Existing Land
Coverage:
TAUs

43,000± Square Feet

Commercial Floor
Area:
Sale Date:

12,000± square feet

None

Current Escrow

South Lake Tahoe
El Dorado

State:
Legal Description:

California
Por. Sec. 33, t13N, R18E,
M.D.M.
65.37%

% of Land
Coverage to Total
Land Area:
Escrow Price:
Escrow Price/SF of
Land Area
CFA to Land Area
Ratio
Document
Number:
Terms Of Sale:
Verification:

$1,100,000
$25.58
NA
NA

Cash to seller
City of South Lake Tahoe,
Owner and Deb Howard, Deb
Howard and Company, listing
agent
Comments: This escrow is at full asking price and as an all cash transaction. Reportedly, there was a previous
offer at the full asking price immediately after the site was put up for sale. The first offer fell through. The
second full offer was received 45 days from the date the property went on the market. The buyers are currently
in the due diligence phase. The anticipated close of escrow in the third quarter of 2015. This site is currently
owned by the City of South Lake Tahoe. Sunterra Resorts had an option for several years to purchase the site to
expand their timeshare operations. The option expired due to financial difficulties and the City regained control
of the site.
Current Owner:
Grantee:

City of South Lake Tahoe
N/A

City:
County:

California  Nevada
L15-065

89

JohnsonValuation Group, Ltd.
COMPARABLE LISTING PROFILE SHEET
(Listing L-8)

Property Name:
Property Location:
A.P.N.:

Topography:
Total Land Area:

NA
NEC of North Lake Boulevard
and Fabian Way
093-160-080 – 2.6271 ±ac
093-160-081 – 8.7132 ±ac
093-160-076 – 0.6661 ±ac
Total – 11.4664± ac
Undulating to Upsloping
11.4664± acres
499,476± square feet

Existing Land
Coverage:
RUUs

124,895± square feet

Commercial Floor
Area:
Listing Date:

3,775± square feet

Current Owner:
Grantee:

RT Nahas Company
NA

50

4/14/14, last updated 3/5/15

City:
County:

Tahoe City
Placer

State:

California

Legal Description:
% of Land
Coverage to Total
Land Area:
Listing Price:
Listing Price/SF of
Land Area
CFA to Land Area
Ratio
Document
Number:
Terms Of Sale:
Verification:

25.0%

$3,600,000
$28.82
3.02%
NA
TBD
MLS and County Records

Comments: This property is located across North Lake Boulevard from 7-11. All utilities are available to the site. A portion
of the property was formerly utilized as a Shell service station, retail/gift shop and a nursery.
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COMPARABLE SALES ANALYSIS AND COMPARISON
As set out on the chart and profile sheets, six sales, a pending escrow and a current
listing have been identified. The total land coverage areas range from 35,641± square feet to
125,000± square feet in comparison with the subject property’s 120,233± square feet. The
sale prices per square foot of land coverage range from $12.33 to $48.39. In the following
paragraphs, we will outline some of the major factors for adjustment that will be made in this
analysis.

Date of Sale/Market Conditions
Three of the closed sales utilized in this analysis require an adjustment for market
conditions. Three sales occurred as market conditions were in a state of decline in 2008 and
2009 (S-1, S-2 and S-3), the economy and real estate values continued to decline through
2011. These three sales are considered to necessitate a downward adjustment for superior
market conditions than exists today. Although the market is in a state of recovery,
development land typically recovers last and we are at the beginning stage of the recovery for
the market for development land.

Three of the sales occurred in 2011 and 2012. This period was the bottom of the real
estate market. An upward adjustment will be made to these three sales (S-4, S-5 and S-6) for
the positive change in market conditions between 2011/12 and today. The reader is reminded
that the market conditions for development land still remain depressed as a result of the high
cost of development and the very stringent lending requirements for development and
construction loans.

Overall, there is presently very limited market evidence by which to precisely quantify
a decline in commercial property values in the subject neighborhood. However, considering
the overall economic indicators, qualitative downward adjustments to the sale prices as set
forth above are appropriate.
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Escrow E-7 is a current escrow and therefore reflects current market levels. Listing L8 is a listing that has been on the market for over 400 days with minimal interest and would
likely require a price under the asking price to motivate a sale and therefore a downward
adjustment will be made to L-8.

Qualitative Adjustments for Development Rights
In this valuation analysis, each of the comparables will be adjusted for their varying
development resources. These development resources include Commercial Floor Area
(CFA), Tourist Accommodation Units (TAUs), and Residential Units of Use (RUUs). As
there have been very few recent transactions of development resources in the Tahoe Basin, a
quantified adjustment would be too subjective. Therefore, the development resources of each
of the comparables will be adjusted on a qualitative basis.

Location
The subject property is located in Kings Beach, which is on the California side of
Lake Tahoe. The Kings Beach Commercial Core improvement project is presently under
construction and will greatly enhance the streetscape along North Lake Boulevard through
Kings Beach.

Most of the sales are located in within the primary commercial core of their respective
market areas with high traffic and visitor counts.

A strong upward adjustment is made to Sale S-4, which is located on the west shore as
visitor volume is much less during the winter due to access issues and the further distance
from the major ski resorts.

A downward adjustment is made to S-5 for its superior Tahoe Vista location with
superior aesthetic appeal.
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Escrow E-7 is located at a prime corner in a town center in the Tourist Core Area Plan.
The market rents and occupancy levels for this site are equal to or greater than what could be
achieved in the Kings Beach downtown area. Overall, no adjustment will be made for this
comparable’s South Lake Tahoe location in comparison to the subject property.

Listing L-8 is located removed from the primary commercial core of Tahoe City and
an upward adjustment is necessary to account for this comparable’s inferior location removed
from the primary commercial core of Tahoe City.

Size
All else being equal between two properties except size, the parcel with greater land
coverage will typically sell at a lower price per square foot of land coverage. Most of the
comparables are much smaller than the subject property. Accordingly, qualitative downward
adjustments to the sale prices per square foot are made to the comparables with much less
land coverage. Two of the comparables are similar in size, so no size adjustments are made to
those comparables.

Land Coverage Ratio
Assuming two similar parcels with the same amount of land coverage, the parcel with
greater total land area (and therefore a lower land coverage ratio) is more desirable if all else
is equal as there is greater open space and landscaping opportunities. Accordingly, upward
adjustments are appropriate for the comparables with higher land coverage ratios than the
subject property and downward adjustments are made to the comparable sales that enjoy
lower land coverage ratios.

The analysis and comparison of the comparables to the subject property is presented
within the following paragraphs:

Sale S-1 is a portion of the former Incline Tennis Club in Incline Village, Nevada. At
the time of sale, the site was improved with three residential structures, but was otherwise
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basically vacant. In comparison to the subject property, an upward adjustment is made for the
subject property’s superior interim income. On the other hand, a large downward adjustment
is appropriate for the comparable’s 2008 date of sale as market conditions have not yet
strengthened to the level that existed in 2008. This sale was agreed to at the peak of the
market and took an extended period of time to close as it involved raising donations for Lake
Tahoe School to purchase the building. Downward adjustments are also made for the
comparable’s smaller amount of land coverage. Further downward adjustments are made for
the comparable sale’s seller financing and the buyer’s plottage motivation.
Overall, Sale S-1’s sale price of $48.39 per square foot of land coverage is considered
to be a very high indication of value for the subject property.

Sale S-2 is the former South Shore Motors property in South Lake Tahoe, California.
The site is located on Lake Tahoe Boulevard, a short distance south of the “Y” intersection.
In comparison to the subject property, an upward adjustment is appropriate for the
comparable’s inferior exposure along a secondary commercial roadway. An upward
adjustment is also made for the subject property’s superior TAU and RUU development
rights. An upward adjustment is made for the subject property’s superior interim income. On
the other hand, a strong downward adjustment is made for the comparable’s 2008 date of sale.
Overall, Sale S-2’s sale price of $20.72 per square foot of land coverage is considered
to be a low indication of value for the subject property.

Sale S-3 is the distressed sale of the mixed use property a short distance west of the
subject property in Kings Beach. The property contains an old restaurant building and a
number of old residential units. In comparison to the subject property, an upward adjustment
is made for the distressed conditions of the comparable sale. An upward adjustment is made
for the subject property’s superior interim income. Finally, an upward adjustment is
appropriate for the comparable’s inferior CFA to land coverage ratio of 7.92%, which
compares to the subject property’s 15.69%. On the other hand, a downward adjustment is
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warranted for the 2009 date of sale. A significant downward adjustment is made for the
comparable’s much smaller amount of land coverage.

Overall, Sale S-3’s sale price of $30.86 per square foot of coverage is considered to be
a relatively good indication of value for the subject property.

Sale S-4 is the property in Meeks Bay, which is on the west shore of Lake Tahoe. The
property features three older commercial buildings along the highway and a few very small
structures located behind the commercial buildings. In comparison to the subject property, an
upward adjustment is appropriate for the comparable’s inferior location in Meeks Bay as
winter access can be difficult and traffic counts are much lower. Upward adjustments are also
necessary for the positive changes in market conditions subsequent to the date of sale of this
comparable, the subject property’s much greater number of development resources and
superior commercial zoning. A slight upward adjustment is also made for the subject
property’s costs incurred toward entitlements for a mixed use project. Finally, an upward
adjustment is necessary for the comparable’s lower CFA to land coverage ratio of 9.36%. On
the other hand, downward adjustments are made for the comparable’s smaller size with
64,859± square feet of land coverage. An additional downward adjustment is made for the
comparable’s superior land coverage ratio. Assuming two adjacent parcels with the same
physical characteristics except for land area, the property with a lower land coverage ratio
would be more desirable due to greater open space and design flexibility.
Overall, Sale S-4’s sale price of $12.33 per square foot of coverage is considered to be
a very low indication of value for the subject property.

Sale S-5 is the Sandy Beach Campground property, which is located in Tahoe Vista
and has entitlements for a timeshare project. The buyer was one of the partners of the sellers.
In comparison to the subject property, a significant downward adjustment is made to the sale
price as this property was not formally listed for sale and one of the partners purchased the
property. A second downward adjustment is made for the more appealing surrounding Tahoe
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Vista neighborhood. On the other hand, a moderately strong upward adjustment is made for
the subject property’s 17 RUUs and 10 TAUs. A second upward adjustment is appropriate
for the comparable’s lower CFA land coverage ratio of 4.15%. Finally, an upward adjustment
is made for the positive change in market conditions since the date of sale of this comparable.
Overall, Sale S-6’s sale price of $35.20 per square foot of coverage is considered to be
a good to slightly high indication of value for the subject property.

Sale S-6 is the Henrickson Building in Tahoe City. This site is located adjacent to the
golf course and near the “Y” intersection in Tahoe City. It is improved with a 14,468± square
foot multi-tenant office and retail building. The property enjoys a good location in the heart
of Tahoe City. The buyer plans to demolish the improvements and construct a 120 unit
boutique hotel.

In comparison to the subject property, an upward adjustment is made for the subject
property’s superior TAUs and RUUs. On the other hand, downward adjustments are required
for the comparable’s higher CFA to land coverage ratio, the comparable’s superior Tahoe
City location, and the comparable’s smaller amount of land coverage.
Overall, this comparable’s sale price at $48.26 per square foot of land coverage is a
high indication of value for the subject property.

Escrow E-7 is the current escrow of a redevelopment side located at the southwest
corner of U. S. Highway 50 and Ski Run Boulevard in South Lake Tahoe.

In comparison to the subject property, a large upward adjustment is made for the
comparables lack of TAUs or RUUs. An upward adjustment is made for the subject
property’s superior ability to generate interim income. On the other hand, a downward
adjustment is made for the subject property’s smaller amount of land coverage, the
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comparable’s superior land coverage ratio and the comparable’s superior CFA to land
coverage percentage.

Overall, Escrow E-7’s escrow price of $27.13 per square foot of coverage is
considered to be a slightly low indication of value for the subject property.

Listing L-8 is the property at Dollar Point, on the outskirts of Tahoe City In
comparison to the subject property, an upward adjustment is appropriate for the comparable’s
inferior location somewhat removed from the primary tourist core of Tahoe City. Upward
adjustments are made for the comparable’s inferior CFA to land coverage ratio and inferior
lack of interim income. On the other hand, a large downward adjustment is necessary for the
comparable’s status as a listing. The comparable has been on the market for an extended
period of time with minimal market interest. A downward adjustment is made for the
comparable’s superior land coverage to land area ratio and the comparable’s superior 50
RUUs.
Overall, Listing L-8’s listing price of $28.82 per square foot of coverage is considered
to be a slightly low indication of value for the subject.
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RECONCILIATION AND FINAL VALUE CONCLUSION
In summary, eight comparables have been presented in this analysis. The highest and
best use for all of the comparables was either for extensive renovation or redevelopment. The
sale prices per square foot range from $12.33 to $48.39.

The chart on the following page summarizes the qualitative adjustments made to the
sales. Although a percentage or dollar value is not placed on the qualitative adjustment, the
magnitude of the adjustment is indicated by the number of plus or minus symbols. Those
adjustments with a plus indicate an upward adjustment to the sale price per square foot is
necessary, while adjustments with a minus indicate a downward adjustment to the sale price
per square foot is necessary.
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Based upon a careful review and analysis of all available sales data, it is my opinion
that the market value per square foot of land coverage for the subject property is $30.00 to
$35.00. Multiplying $30 by the 120,233± square feet of land coverage equates to an indicated
value of $3,606,990. Multiplying $35 by the 120,233± square feet of land coverage equates
to an indicated value of $4,208,155.

Overall, based upon a careful review and analysis of all available data, it is my opinion
that the value of the subject property as of June 21, 2015 is $4,000,000.
FINAL MARKET VALUE CONCLUSION

$4,000,000
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EXPOSURE TIME ANALYSIS
Exposure time is defined in the Uniform Standards of Professional Appraisal Practice
as “The 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 on the effective date
of appraisal; a retrospective estimate based upon an analysis of past events assuming a
competitive and open market.”

In general, properties listed for sale at a price above market value will require an
extended exposure time. Conversely, properties listed for sale at a price below market value
will usually require a relatively short exposure time. Based upon the limited market of buyers
for development property, it may take an extended period of time to find a buyer for the
subject property. Additionally, any buyer of the subject property would likely conduct
extensive due diligence related to regulatory approvals. Overall, based on our understanding
of commercial and residential properties, it is our opinion that the estimated exposure time for
this property would be approximately 12 to 24 months.
EXPOSURE TIME

12 to 24 MONTHS
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VALUATION OF SUBJECT PROPERTY’S DEVELOPMENT RESOURCES
Pursuant to your request, this supplemental section addresses an estimate of the
Market Value of the Development Resources (Intangible Assets) that are appurtenant to the
subject property as of the relevant date of valuation of June 21, 2015. The reader is reminded
that value of these development commodities is included in the previously presented “As-Is”
Market Value conclusion for the subject property. The intent of this letter is to provide some
guidance to Placer County in making decisions relative to the development resources which
are appurtenant to the subject site. The reader is further cautioned that the aggregate of the
individual components of value do not necessarily equal the total value. For example, if some
of the commodities that are presently appurtenant to the subject site were transferred off the
site, the “As-Is” Market Value of the whole property may not be equivalent to the overall
“As-Is” Market Value of the property less the Market Value of the commodities removed
from the site.

The Development Resources appurtenant to the subject site include Commercial Floor
Area (CFA), Residential Units of Use (RUUs), and Tourist Accommodation Units (TAUs).
All the Development Resources are assumed to be appurtenant to the subject property located
in Kings Beach, Placer County, California. This valuation analysis addresses the value of
these commodities based on the hypothetical condition that they are banked on the site.
Presently, most of the commodities appurtenant to the subject site are in use by the existing
structures on the site. In order to bank the units, the structures related to the given
commodities would need to be demolished and the site restored in accordance with applicable
TRPA ordinances.
The subject property’s Development Resources, as we understand them, are
summarized on the following chart:
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Subject Property Development Resources
Development Resource
Commercial Floor Area
Residential Units of Use
Tourist Accommodation Units

Acronym
CFA
RUU
TAU

Quantity
18,896± sq. ft.
17
10

Source: Ogilvy Consulting – September 3, 2014 letter

The above indicated Development Resources have been verified to the best of my
ability. However, it is cautioned that the undersigned is not a land use expert. It is assumed
that the information contained in the September 3, 2014 Development Commodity Report by
Ogilvy Consulting is correct and can be reasonably relied upon. Based on a review of TRPA
file data, I did not find anything which contradicted the conclusions reached in the Ogilvy
Consulting report.

In this appraisal, we will provide a general overview of market for development
commodities and subsequently a detailed analysis for the market of each Development
Resource and opine on a per unit and aggregate retail value for each development resource
commodity.
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Lake Tahoe Basin Current Market Conditions
To achieve the threshold relating to water quality, the Tahoe Regional Planning
Agency (TRPA) restricts residential, commercial, and tourist accommodation development.
Residential development is restricted by limiting the total amount of residential development,
the pace of development, and the amount of impervious surface resulting from development.
Restrictions on the total square footage of commercial floor area, coupled with limitations on
impervious surface, have been instituted for commercial developments. Similarly, restrictions
on the total number of tourist accommodation units and impervious surface apply to tourist
accommodation developments. In this analysis we will consider the value of each
Development Resource that is included in the subject property ownership.

The market for development resources is largely driven by new construction within
the Lake Tahoe Basin. As was described in the Area, Neighborhood and Highest and Best
Use sections of this appraisal, new construction within the Lake Tahoe Basin is largely not
economically feasible at the present time, this is due in part to the cost of construction and the
high cost of borrowing for construction of development projects.

If Market Conditions continue to strengthen, it is anticipated that at some point in the
near term, redevelopment and construction will become more feasible. Presently, the market
for redevelopment is primarily driven by residential projects, with a focus on high end
residential.

In discussions with numerous developers and land use experts, it was indicated that
there is little demand for development resources at the present time due to the backlog of
projects which were approved and entitled years ago and have not been developed yet or have
recently started to be developed. These approved and entitled projects have a vast majority of
the required entitlements necessary for construction and will not drive significant demand in
the market for commodities.
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Future projects which have not yet been approved or entitled will be the primary
source for future demand of development resources. However, the market is likely at least a
few years away from recognizing this demand. Development resources being transferred to a
site can be a condition of TRPA approval and therefore a developer can wait until after the
project is conditionally approved, but prior to breaking ground before transferring the
necessary development resources to a proposed project.

Based on discussions with developers, it is my understanding that many intend to seek
bonus units and allocation units from applicable pools rather than buy Development
Resources on the open market. This is largely a function of today’s economic climate. If
utilization levels, rents, and retail sale prices continue to escalate, there will likely be a point
in the future in which a project’s budget allows for the purchasing of development resources
on the open market. However, many developers were very skeptical that we would achieve
this level at any point in the near future.

Overall, the market for development resources is largely driven by new development.
At the present time, the demand for most approved projects has largely been met. The future
demand for development resources will come from the next phase of projects that are
developed once the current group of approved and entitled projects has been constructed.

Commercial Floor Area (CFA)
Commercial floor area is generally defined as the square footage of the floor area on
all levels of a commercial building refers to the gross square footage of floor area within the
outer wall of a commercial building, not including stairwells and airshafts (Ch. 90
Definitions, TRPA Code of Ordinances). The square footage of other facilities related to the
commercial building, including but not limited to decks that are designated for commercial
use under a permit, shall be considered CFA. Square footage for the following shall not
constitute CFA: parking areas, driveways, parking structures, outside stairways, and
walkways; accessory uses determined by TRPA not to contain additional CFA pursuant to
subparagraph 50.5.1.A; Temporary projects pursuant to Ch. 22; and the area of play in an
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indoor tennis court, the area in an indoor pool, and the area for skating in an indoor roller or
ice skating rink.

To develop a commercial project both commercial floor area and coverage are
required. The 1987 Regional Plan allowed coverage to be transferred on a sliding scale up to a
“two-to-one” basis (i.e. 2 square feet of coverage removed for each new square foot placed).
The 2012 Regional Plan changed the coverage transfer basis to “one-to-one” when coverage
is transferred off of sensitive lands to provide an incentive to remove coverage from where it
is most environmentally impactful.
The 1987 Regional Plan also allowed commercial floor area to be transferred on a
“one-to-one” basis. To create an incentive to move commercial floor area from more
sensitive lands to targeted mixed use redevelopment areas, the 2012 Regional Plan changed
the commercial floor area transfer ratio to a sliding scale as described below.
It is estimated that there are approximately 6.4 million square feet of commercial floor
area in the Lake Tahoe Basin. The 1987 Regional Plan allocated 800,000 square feet for
commercial development. When the 2012 Regional Plan was prepared, slightly less than
400,000 square feet were remaining and available for use. The 2012 Regional Plan did not
allocate additional commercial floor area to the jurisdictions. However, the 2012 Regional
Plan did change the transfer ratio by which commercial floor area can be transferred to a
sliding scale ranging from “one-to-one” to “one-to-three”, depending on the sensitivity of land
from which it is being transferred (i.e. 3 square feet of commercial floor area can be placed
for each square foot removed from the most sensitive lands). This was done to accelerate
transfers from more sensitive lands to targeted mixed-use redevelopment areas. A summary
of Tahoe Basin wide supply of CFA is presented as follows:
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As indicated, in the Tahoe Basin, there is estimated to be 6,403,893 square feet of
CFA that are presently existing. Within Placer County there are 1,306,564± square feet of
CFA estimated to be existing, which represents 20.4% of the CFA that is estimated to exist in
the Tahoe Basin. Presently, there is 72,609± square feet of CFA within Placer County that
was allocated by the 1987 Regional Plan and are not being used. This represents 18.9% of the
unused basin wide CFA allocated by the 1987 Regional Plan. Placer County’s CFA is
reserved for certain areas and is available to private property owners. The existing Placer
County supply of CFA as of 2015 is allocated to the following Plan Areas:

Placer County CFA Supply
Location of Use
Kings Beach
Tahoe City
Carnelian Bay
Tahoe Vista
Stateline
Kings Beach Industrial
Area-Wide
Total

Square Foot
20,819± sq. ft.
20,699± sq. ft.
1,250± sq. ft.
00± sq. ft.
4,500± sq. ft.
3,456± sq. ft.
21,888± sq. ft.
72,612± sq. ft.

As, indicated, there are 20,819± square feet of CFA available to be allocated as part of
the project approval process in Kings Beach. In addition to this amount, TRPA has a CFA
supply that is used for development transfer bonus unit and other programs. The total TRPA
supply is 183,584 square feet. Additionally, TRPA has an additional 200,000 square feet that
may be used once the current TRPA supply is exhausted. When a new project is proposed
that needs CFA, within a town center, regional center or community plan, the first place a
developer will look is to Placer County’s or TRPA’s supply of CFA. Depending on the
proposed project, Placer County or TRPA could give or sell CFA rights out of these pools to
the applicant.
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CFA is generally purchased in the open market from property owners that control a
banked supply of CFA that originated from commercial structures that have subsequently
been demolished. This appraisal addresses 18,896± square feet of Commercial Floor Area
within Kings Beach. In order to estimate a value of this CFA, we have researched the market
for recent transactions of CFA. CFA can only be transferred within its County of origin.
Therefore, the subject property’s CFA can only be transferred within Placer County.

For an extended period of time after the transfer of development rights was authorized in
1987, the sale price was typically $35.00 per square foot of CFA. During the early 2000’s, CFA
was selling for as high as $45.00 per square foot depending on the location and quantity
involved. As the economy cooled and demand for CFA decreased, the value of CFA has
declined.

There have been extremely few transactions of CFA within the last few years.
Presently the California Tahoe Conservancy has 12,312 square feet of CFA that is available in
King Beach Commercial or Industrial Area Plans only. The asking price as of February, 2015
is $30 per square foot. In 2007 and 2008, the CTC had an in escrow 1,845± square feet of
CFA for $30.00 per square foot. The escrow opened in January of 2007 and canceled in
November of 2008. The escrow was canceled as the developers obtained CFA from Placer
County’s available pool of CFA.

In Placer County, based on discussions with numerous knowledgeable individuals, the
only recent sale of CFA which has been uncovered is a sale of about 2,000± square feet of
CFA in Tahoe City for $20 per square foot that occurred in 2014.

Due to the limited sales data in Placer County, I have considered recent sales of CFA
within the City of South Lake Tahoe as a secondary indicator of the market for CFA. I am
aware of a transfer of 10,849 square feet of CFA, located in South Lake Tahoe California, which
closed on January 31, 2014 at a price of $29.00 per square foot. Presently, the City of South
Lake Tahoe has 12,000± square feet of CFA under contract for purchase as part the sale of a
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redevelopment property. The purchase of CFA is allocated a price of $25 per square foot. This
range of $25 to $29. This provides a slightly high indication as the pool of CFA allocated to
Community Plans and municipalities in South Lake Tahoe has largely been used to stimulate
projects and there is very little CFA allocations remaining to be assigned to any new projects in
South Lake Tahoe. South Lake Tahoe has a total existing CFA rights estimated at 2,858,989 and
52,986 square feet of CFA remaining in pools allocated from the 1987 Regional Plan, which
reflects 1.85% of the total supply. In Placer County the amount of available CFA from the 1987
Regional Plan is 72,609± square feet and the total existing CFA is estimated to be 930,073±
square feet. The ratio of CFA remaining in pools allocated from the 1987 Regional Plan to the
total CFA in Placer County is 7.8%. This indicates that there is a significantly greater supply of
CFA in Placer County that a developer could get through allocation of a community pool than in
South Lake Tahoe. Therefore, the demand for CFA in South Lake Tahoe is considered to be
greater and the selling price of CFA in South Lake Tahoe is a high indicator.
In summary, CFA sales at the peak of the market generally sold within a range of $30
to $45 per square foot. More recently, there has been very limited demand for CFA due to the
lack of new construction. Additionally, Placer County and TRPA have a substantial amount
of CFA that is available in pools to be allocated to proposed projects. These pools of CFA
would likely be the first place a developer would look to obtain CFA in constructing a new
project. However, the County may not necessarily award 100% of the CFA that is requested,
so the developer would need to purchase the remainder in the open market.
Based on our research of sales on the north shore and southeast shores, it is our
opinion that the value per square foot of CFA falls within a range of $20 to $25 per square
foot. For the purpose of this analysis, the midpoint of this range of $22.50 will be utilized.
Multiplying the subject property’s 18,896± square feet of CFA by $22.50 per square foot,
results in a value indication of $425,160. For the purposes of this analysis, this figure will be
rounded to $425,000.
VALUE OF COMMERCIAL FLOOR AREA
(18,896± square feet of CFA @ $22.50 per square foot)
(Aggregate Retail Value)

$425,000
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Residential Unit of Use of Use (RUUs)
To develop a residential parcel a property owner must have a residential development
right, a residential development allocation, and the necessary amount of land coverage for the
project. As an alternative, a property owner may acquire and remove an existing residential
unit of use from a property and transfer it to a different property.

Residential development rights are the right to develop a vacant, privately-owned,
residential parcel. The upper limit on residential development rights has been established by
prohibiting any new land subdivisions. The upper limit on residential development rights in
the Basin is approximately 51,000. Of these, slightly less than 47,000 have been used for
development or otherwise retired; leaving approximately 4,000.

The annual level of residential allocations has been set by the Regional Plan. The
1987 Regional Plan had 300 allocations per year for 20 years (i.e., 6,000). The 2012 Regional
Plan has a significantly reduced level of 130 allocations per year (i.e., 2,600). These
allocations are distributed to jurisdictions annually based on a number of criteria including
compliance with code requirements and implementation of water quality improvement
projects.

The amount of impervious surface coverage that is allowed on a given parcel of land is
based on the physical suitability of that parcel to accommodate development. The Individual
Parcel Evaluation System (IPES) was created to score each of the remaining undeveloped
residential parcels. The more sensitive lots received a lower score. The less sensitive lots
received a higher score. In each jurisdiction the score above which a parcel becomes eligible
for development, provided it has a development right and allocation, changes over time
primarily as the ratio of sensitive lots to total lots goes below a certain percentage. In other
words, as sensitive lots are removed from the stock of lots available for development, more of
the remaining lots in the stock are available for development.
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If 2,600 of the remaining 4,000 vacant parcels with a right to develop do in fact
develop, there will be approximately 1,400 parcels with a development right remaining.
However, development rights can be transferred off of the original parcel for use in multifamily residential projects on other parcels. Past experience indicates that that some of the
allocations will be used for these transfers, which would result in fewer parcels being
developed. Development rights from more sensitive lands will be transferred to other less
sensitive lands in target areas because “bonus units” can be obtained from these transfers.
The 2012 Regional Plan increased the “bonus units” as an incentive to accelerate these
transfers from more sensitive lands to targeted mixed use redevelopment areas.

An RUU is comprised of two intangible legal rights that are only applicable within the
Tahoe Basin: the residential development right (RDR) and the allocation. Every residential
parcel in the Tahoe Basin has one RDR. In many instances, a property owner may elect to
transfer their RDR off of their homesite to another RDR residential parcel. As an example,
for parcels deemed undevelopable by TRPA due to low IPES scores, the associated RDR may
be transferred to a legally developable residential parcel. It is our understanding that Placer
County has the rights to 23 RUUs in the Kings Beach area of Placer County.

Allocations are either issued by the County where the homesite is located for a small
fee, or they can be purchased in the open market. Every year, TRPA determines the amount
of allocations that each Tahoe Basin County or City (City of South Lake Tahoe) can issue to
builders or homeowners based on various environmental achievements of the jurisdictions and
other factors.

The value of an RUU can vary significantly from year to year, depending on economic
conditions, the supply availability in the various Tahoe Basin government jurisdictions and
the demand. In strong economic times, there is typically substantial new residential
construction in the Tahoe Basin. The last “boom” period was from approximately 2002 to
2006. During these years, the demand for allocations and RUUs was much greater than the
supply within each Tahoe Basin County or City. Consequently, homebuilders would be
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placed on a waiting list for allocations, and it would be several years before the applicant’s
name came to the top of the allocation waiting list. In order to expedite development and
avoid the waiting list, many homebuilders or property owners would purchase allocations
from private parties. However, these types of transactions have declined greatly. While there
are still waiting lists for allocations at the present time, they are shorter and some applications
on the waiting list are now choosing to hold off on accepting the allocation as they are not
ready to build. The applicants’ names are then placed back to the bottom of the list.

On the other hand, the value of an RUU is volatile due to the unique supply and
demand conditions. A builder may pay a premium for an RUU as it contains not only the
allocation, but a development right. As an example, if a property owner desired to construct a
guest house on a parcel with appropriate entitlements, they would need to acquire an RUU as
it includes both the development right and an allocation. Although the demand for RUUs is
presently very limited, the supply of available RUUs is also somewhat limited and they are
not actively marketed in any type of marketing outlet, with the exception of the South Lake
Tahoe Multiple Listing Service which does allow listings of RUUs. Therefore, an RUU could
still command reasonably strong value despite limited demand.

First the supply of RUUs was considered. The below reflects the best information
available from TRPA in estimating the total supply of RUU’s within the Tahoe Basin:
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As indicated, there is estimated to be 11,170 RUUs in Placer County. This reflects
23.78% (11,170 / 49,962) of the RUUs that are estimated to exist in the whole Tahoe Basin.
TRPA maintains a general release rate of 130 residential unit allocations per year for
the region, which is expected to continue through 2032. Placer County generally receives 22.5
percent of the allocations from TRPA - about 29 units per year on average.
For 2015-16, Placer County received 74 allocations (37 per year) – somewhat more
than the expected annual average. With leftover units from prior years, the County has 134
residential allocations available for 2015-16 (as of February 2015). An additional 506
allocations are expected to be received through 2032.

In February of 2015, based on TRPA data it is estimated that there are 1,094 vacant
residential parcels in Placer County. Of these parcels 441 are estimated to have an IPES score
of equal to or greater than 726, allowing for them to be buildable. All of these parcels would
have a residential development right and need an allocation in order to be developed.

Residential Development rights may be transferred to certain non-residential and
multifamily parcels. The program is intended to direct development to the most suitable
locations. The initial development transfer program was infrequently utilized, so more
aggressive incentives were established in 2012. A property owner can now receive residential
bonus units when transferring development rights from environmentally impactful locations
to a Town Center. The bonus unit award is based on sensitivity (for water quality) and
remoteness (for air quality) of the sending parcel. In effect, one development right/allocation
in an impactful location can be converted to multiple residential units in a Town Center.
TRPA has over 1,200 residential bonus units available, 600 of which can only be used for
transfers to Centers. The remaining units can also be earned by completing certain
environmental improvements. The development transfer incentives also apply to existing
development, with a greater transfer ratio and restoration requirements for the sending site.

California  Nevada
L15-065

115

JohnsonValuation Group, Ltd.
In order to estimate the value of an RUU, the current asking prices for California
Tahoe Conservancy’s RUUs was first considered. The CTC has 29 RUU units available for
sale in Placer County. The 2015 asking pricing is $17,000. In an interview with Amy
Cecchittini and Kevin Prior of the CTC it was indicated that there has not been any demand in
Placer County for these units.
In conclusion, based upon previous sales of RUUs, current market conditions, and all
other available information necessary for this analysis, it is our opinion that the market value
of an RUU as of our date of valuation, in Placer County, as of June 21, 2015, is $15,000 per
unit.
It is our understanding that the subject property has 17 RUUs. Multiplying 17 RUUs
by a price per RUU of $15,000 results in an aggregate retail price indication for the subject
property’s RUUs of $255,000.
VALUE OF A RESIDENTIAL UNIT OF USE
(17 RUUs @ $15,000 per RUU)
(Aggregate Retail Value)

$255,000

TAUs
Tourist Accommodation Units (TAUs) refers to the number of units in a hotel, motel,
timeshare, bed and breakfast, or inn that can be rented by the day or week and occupied on a
temporary basis (Ch. 90 Definitions, TRPA Code of Ordinances).
TAUs are generally transferable with their county of origination. Meaning TAUs
within Placer County can generally be transferred to other parcels within Placer County under
a complex set of TRPA rules and regulations. This analysis addresses 10 TAUs in Placer
County.
In order to estimate an appropriate market value for 10 TAUs, I have conducted
interviews with buyers and sellers of TAUs within the Tahoe Basin. Unlike the transfer of
real estate, development rights are not officially recorded and the only source for obtaining
data on these transactions is through interviews. The supply of TAUs in the Tahoe Basin is
summarized as follows:
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As indicated, there is estimated to be 1,340 TAUs exiting within Placer County.
Almost all of these TAUs are in use. There is a very small number of banked TAUs that are
available for sale. TRPA does not have any TAUs remaining in Placer County under the
allocation created by the 1987 Regional Plan, as these units have been allocated or transferred
to Placer County.
Placer County’s owned TAUs as of the second quarter of 2015 are summarized as
follows:
Placer County TAU Supply
Location of Use

Units

Tahoe City
Kings Beach
Kings Beach Center
Eastern Gateway
Community House

25

Total Available or in Process

49

10
6
8

As indicated, Placer County retains 25 TAUs from original 1987 allocations and has
since acquired property with additional TAUs in Kings Beach, where they have a total of 25.

The demand for new TAUs in Placer County is somewhat limited as there has not
been a new hotel constructed in Kings Beach or Tahoe City since 1962. At the present time,
the largest driver of demand is the proposed Tahoe City Lodge, which will require 120 TAUs.
However, the project developer is expecting to receive the necessary TAUs from Placer
County without directly paying for them.

Another large potential demand driver is the Homewood project proposed by JMA
Ventures. In an interview with principles of JMA Ventures it was indicated that they have
adequate TAUs for their first phase and will not build subsequent phases until it is
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economically feasible to buy TAUs or they work out an agreement with Placer County or
TRPA to help them acquire the necessary TAUs.

In order to estimate an appropriate market value for 10 TAUs, I have conducted
interviews with buyers and sellers of TAUs within the Tahoe Basin. Unlike the transfer of
real estate, development rights are not officially recorded and the only source for obtaining
data on these transactions is through interviews.

During the peak of the market, TAUs fell within a range of $30,000 to $35,000 each in
Placer County. However, subsequent to the peak of the market demand has been minimal due
to the lack of new projects being constructed which need TAUs.

The California Tahoe Conservancy presently has 10 TAUs available for sale at an
asking price of $20,000/each in Placer County. In an interview with Amy Cecchittini and
Kevin Prior of the CTC, it was indicated that they have not sold any TAUs recently in Placer
County and have had minimal serious interest in their Placer County TAUs.

I am aware of a failed negotiation in 2014 for TAUs in Tahoe City. It is my
understanding that the buyer was willing to pay a maximum of $12,500 per TAU and that the
seller was unwilling to accept less than $15,000 per TAU. Neither party was willing to
improve their position and the negotiations failed.

Overall, based on the very limited market data, the value of TAUs in Placer County at
the present time is estimated to be $15,000 per TAU. It is noted that the market price could
change significantly with a single new project being proposed that needs TAU rights.
FINAL VALUE OF 10 TAUS
(10 TAUs @ $15,000 per TAU)

$150,000
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Estimated Marketing Time
Marketing time is “the time it takes an interest in real property to sell on the market
subsequent to the date of an appraisal.”3 In general, properties listed for sale at a price above
market value require an extended marketing time. Conversely, properties listed for sale at a
price below market value would usually require a relatively short marketing time. Based
upon current market conditions, it is our opinion that the estimated marketing time for the
subject property’s Development Resources are approximately 12 to 24 months.

3

The Dictionary of Real Estate Appraisal – Fourth Edition
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APPRAISERS’ CERTIFICATION
Each of the undersigned does hereby certify that, unless otherwise noted in this
appraisal report:
I have made a personal inspection of the property that is the subject of this report.
I have no present or contemplated future interest in the real estate that is the subject of
this appraisal report.
I have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.
To the best of my knowledge and belief, the statements of fact contained in this
appraisal report, upon which the analysis, opinions and conclusions herein are based, are true
and correct.
This report sets forth all the limiting conditions (imposed by the terms of my
assignment or by the undersigned) affecting the analysis, opinions and conclusions contained
in this report.
This appraisal report has been made in conformity and is subject to the requirements
of the Code of Professional Ethics of the Appraisal Institute and the Uniform Standards of
Professional Appraisal Practice of the Appraisal Foundation.
My 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.
My engagement in this assignment was not contingent upon developing or reporting
predetermined results.
No one other than the undersigned prepared the analyses, conclusions and opinions
concerning real estate that are set forth in this appraisal report.
The Appraisal Institute conducts a mandatory program of continuing education for its
designated members. As of the date of this report, Benjamin Q. Johnson has completed the
requirements under the continuing education program of the Appraisal Institute.
The use of this report is subject to the requirements of the Appraisal Institute relating
to review by its duly authorized representatives.
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I have previously conducted an appraisal assignment of the subject property within the
last three years.

Thank you for the opportunity to conduct this appraisal. Please contact me with any
questions or comments.
Respectfully Submitted,

______________________________
Benjamin Q. Johnson, MAI
California Certified General Appraiser
License #AG.043925
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STANDARD ASSUMPTIONS AND LIMITING CONDITIONS
The acceptance of this appraisal assignment and the completion of the appraisal report
submitted herewith are contingent upon the following assumptions and limiting conditions.
LIMITS OF LIABILITY
This report was prepared by Johnson Valuation Group, Ltd. All opinions, recommendations, and
conclusions expressed during the course of this assignment are rendered by the staff of Johnson
Valuation Group, Ltd., as employees, not as individuals. The liability of Johnson Valuation Group, Ltd.
and its employees and associates is limited to the client only and to the fee actually received by the
appraisal firm. There is no accountability, obligation, or liability to any third party. If the appraisal
report is disseminated to anyone other than the client, the client shall make such party or parties aware
of all limiting conditions and assumptions affecting the appraisal assignment. Neither the appraisers
nor the appraisal firm is in any way to be responsible for any costs incurred to discover or correct any
physical, financial and/or legal deficiencies of any type present in the subject property. In the case of
limited partnerships or syndication offerings or stock offerings in real estate, the client agrees that in the
event of a lawsuit brought by a lender, a partner or part owner in any form of ownership, a tenant or any
other party, the client will hold the appraiser(s) and the appraisal firm completely harmless in such
action with respect to any and all awards or settlements of any type in such lawsuits.
COPIES, PUBLICATION, DISTRIBUTION AND USE OF REPORT
Possession of this report or any copy thereof does not carry with it the right of publication,
nor may it be used for any purpose or any function other than its intended use, as stated in the
body of the report. The appraisal fee represents compensation only for the analytical services
provided by the appraiser(s). The appraisal report remains the property of the appraisal firm,
though it may be used by the client in accord with these assumptions and limiting conditions.
This appraisal is to be used only in its entirety, and no part is to be used without the whole
report. All conclusions and opinions concerning the analysis as set forth in the report were
prepared by the appraiser(s) whose signature(s) appears on the appraisal report, unless it is
indicated that one or more of the appraisers was acting as "Review Appraiser." No change of
any item in the report shall be made by anyone other than the appraiser(s). The appraiser(s)
and the appraisal firm shall bear no responsibility for any such unauthorized changes.
CONFIDENTIALITY
Except as provided for subsequently, neither the appraiser(s) nor the appraisal firm may
divulge the analyses, opinions or conclusions developed in the appraisal report, nor may they
give a copy of the report to anyone other than the client or his designee as specified in writing.
However, this condition does not apply to any requests made by the Appraisal Institute for
purposes of confidential ethics enforcement. Also, this condition does not apply to any order
or request issued by a court of law or any other body with the power of subpoena.
INFORMATION SUPPLIED BY OTHERS
Information (including projections of income and expenses) provided by informed local
sources, such as government agencies, financial institutions, Realtors, buyers, sellers, property
owners, bookkeepers, accountants, attorneys, and others is assumed to be true, correct and
reliable. No responsibility for the accuracy of such information is assumed by the appraiser(s).
Neither the appraiser(s) nor the appraisal firm is liable for any information or the work product
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provided by subcontractors. The client and others utilizing the appraisal report are advised that
some of the individuals associated with Johnson Valuation Group, Ltd. are independent
contractors and may sign the appraisal report in that capacity. The comparable data relied
upon in this report has been confirmed with one or more parties familiar with the transaction or
from affidavit or other sources thought reasonable. To the best of our judgment and
knowledge, all such information is considered appropriate for inclusion. In some instances, an
impractical and uneconomic expenditure of time would be required in attempting to furnish
absolutely unimpeachable verification. The value conclusions set forth in the appraisal report
are subject to the accuracy of said data. It is suggested that the client consider independent
verification as a prerequisite to any transaction involving a sale, a lease or any other
commitment of funds with respect to the subject property.
TESTIMONY, CONSULTATION, COMPLETION OF CONTRACT FOR APPRAISAL SERVICE
The contract for each appraisal, consultation or analytical service is fulfilled and the total
fee is payable upon completion of the report. The appraisers(s) or those assisting in the
preparation of the report will not be asked or required to give testimony in court or in any other
hearing as a result of having prepared the appraisal, either in full or in part, except under
separate and special arrangements at an additional fee. If testimony or a deposition is required,
the client shall be responsible for any additional time, fees and charges, regardless of the
issuing party. Neither the appraiser(s) nor those assisting in the preparation of the report is
required to engage in post- appraisal consultation with the client or other third parties, except
under a separate and special arrangement and at an additional fee.
EXHIBITS AND PHYSICAL DESCRIPTIONS
It is assumed that the improvements and the utilization of the land are within the boundaries of the
property lines of the property described in the report and that there is no encroachment or trespass
unless noted otherwise within the report. No survey of the property has been made by the appraiser(s)
and no responsibility is assumed in connection with such matters. Any maps, plats, or drawings
reproduced and included in the report are there to assist the reader in visualizing the property and are
not necessarily drawn to scale. They should not be considered as surveys or relied upon for any other
purpose, nor should they be removed from, reproduced or used apart from the report.
TITLE, LEGAL DESCRIPTIONS, AND OTHER LEGAL MATTERS
No responsibility is assumed by the appraiser(s) or the appraisal firm for matters legal in
character or nature. No opinion is rendered as to the status of title to any property. The title is
presumed to be good and merchantable. The property is appraised as if free and clear, unless
otherwise stated in the appraisal report. The legal description, as furnished by the client, his
designee or as derived by the appraiser(s), is assumed to be correct as reported. The appraisal
is not to be construed as giving advice concerning liens, title status, or legal marketability of
the subject property.
ENGINEERING, STRUCTURAL, MECHANICAL, ARCHITECTURAL CONDITIONS
This appraisal should not be construed as a report on the physical items that are a part of
any property described in the appraisal report. Although the appraisal may contain information
about these physical items (including their adequacy and/or condition), it should be clearly
understood that this information is only to be used as a general guide for property valuation
and not as a complete or detailed report on these physical items. The appraiser(s) is not a
construction, engineering, or architectural expert, and any opinion given on these matters in
this report should be considered tentative in nature and is subject to modification upon receipt

California  Nevada

JohnsonValuation Group, Ltd.
of additional information from appropriate experts. The client is advised to seek appropriate
expert opinion before committing any funds to the property described in the appraisal report.
Any statement in the appraisal regarding the observed condition of the foundation, roof,
exterior walls, interior walls, floors, heating system, plumbing, insulation, electrical service, all
mechanicals, and all matters relating to construction is based on a casual inspection only.
Unless otherwise noted in the appraisal report, no detailed inspection was made. For instance,
the appraiser is not an expert on heating systems, and no attempt was made to inspect the
interior of the furnace. The structures were not investigated for building code violations, and it
is assumed that all buildings meet the applicable building code requirements unless stated
otherwise in the report.
Such items as conditions behind walls, above ceilings, behind locked doors, under the floor, or
under the ground are not exposed to casual view and, therefore, were not inspected, unless specifically
so stated in the appraisal. The existence of insulation, if any is mentioned, was discovered through
conversations with others and/or circumstantial evidence. Since it is not exposed to view, the accuracy
of any statements regarding insulation cannot be guaranteed.
Because no detailed inspection was made, and because such knowledge goes beyond the scope of
this appraisal, any comments on observed conditions given in this appraisal report should not be taken
as a guarantee that a problem does not exist. Specifically, no guarantee is given as to the adequacy or
condition of the foundation, roof, exterior walls, interior walls, floors, heating systems, air conditioning
systems, plumbing, electrical service, insulation, or any other detailed construction matters. If any
interested party is concerned about the existence, condition, or adequacy of any particular item, we
would strongly suggest that a mechanical and/or structural inspection be made by a qualified and
licensed contractor, a civil or structural engineer, an architect or other experts. This appraisal report is
based on the assumption that there are no hidden, unapparent or apparent conditions on the property or
improvements which would materially alter the value as reported. No responsibility is assumed for any
such conditions or for any expertise or engineering to discover them. All mechanical components are
assumed to be in operable condition and standard for the properties of the subject type. Conditions of
heating, cooling, ventilating, electrical and plumbing equipment are considered to be commensurate
with the condition of the balance of the improvements unless otherwise stated. No judgment is made in
the appraisal as to the adequacy of insulation, the type of insulation, or the energy efficiency of the
improvements or equipment which is assumed to be standard for the subject's age, type and condition.
TOXIC MATERIALS AND HAZARDS
Unless otherwise stated in the appraisal report, no attempt has been made to identify or
report the presence of any potentially toxic materials and/or condition such as asbestos, urea
formaldehyde foam insulation, PCBs, any form of toxic waste, polychlorinated biphenyl,
pesticides, lead-based paints or soils or ground water contamination on any land or
improvements described in the appraisal report. Before committing funds to any property, it is
strongly advised that appropriate experts be employed to inspect both land and improvements
for the existence of such potentially toxic materials and/or conditions. If any potentially toxic
materials and/or conditions are present on the property, the value of the property may be
adversely affected and a re-appraisal at an additional cost may be necessary to estimate the
effects of such circumstances.
SOILS, SUB-SOILS, AND POTENTIAL HAZARDS
It is assumed that there are no hidden or unapparent conditions of the soils or sub-soil
which would render the subject property more or less valuable than reported in the appraisal.
No engineering or percolation tests were made and no liability is assumed for soil conditions.
Unless otherwise noted, the land and the soil in the area being appraised appeared to be firm,
but no investigation has been made to determine whether or not any detrimental sub-soil
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conditions exist. Neither the appraiser(s) nor the appraisal firm is liable for any problems
arising from soil conditions. These appraisers strongly advise that, before any funds are
committed to a property, the advice of appropriate experts be sought.
If the appraiser(s) has not been supplied with a termite inspection report, survey or
occupancy permit, no responsibility is assumed and no representation is made for any costs
associated with obtaining same or for any deficiencies discovered before or after they are
obtained.
Neither the appraiser(s) nor the appraisal firm assumes responsibility for any costs or for
any consequences arising from the need or 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.
ARCHEOLOGICAL SIGNIFICANCE
No investigation has been made by the appraiser and no information has been provided to the
appraiser regarding potential archeological significance of the subject property or any portion thereof.
This report assumes no portion of the subject property has archeological significance.
LEGAL ITY OF USE
This appraisal report assumes that there is full compliance with all applicable federal, state and
local environmental regulations and laws, unless non-compliance is stated, defined and considered in
the appraisal report. It is assumed that all applicable zoning and use regulations and restrictions have
been complied with, unless a non-conformity has been stated, defined and considered in the appraisal
report. It is assumed that all required licenses, consents, or other legislative or administrative authority
from any local, state or national government, private entity or organization have been or can be
obtained or renewed for any use on which the value estimate contained in this report is based.
COMPONENT VALUES
Any distribution of the total value between the land and improvements, between partial ownership
interests or any other partition of total value applies only under the stated use. Moreover, separate
allocations between components are not valid if this report is used in conjunction with any other
analysis.
COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT
The Americans with Disabilities Act ("ADA") became effective January 26, 1992. It is assumed
that the property is in direct compliance with the various detailed requirements of the ADA.
AUXILIARY AND RELATED STUDIES
No environmental or impact studies, special market studies or analyses, special highest
and best use studies or feasibility studies have been requested or made by the appraiser(s)
unless otherwise specified in an agreement for services and so stated in the appraisal report.
DOLLAR VALUES AND PURCHASING POWER
The estimated market value set forth in the appraisal report and any cost figures utilized
are applicable only as of the date of valuation of the appraisal report. All dollar amounts are
based on the purchasing power and price of the dollar as of the date of value estimates.
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ROUNDING
Some figures presented in this report were generated using computer models that make calculations
based on numbers carried out to three or more decimal places. In the interest of simplicity, most
numbers have been rounded. Thus, these figures may be subject to small rounding errors.
QUANTITATIVE ANALYSIS
Although this analysis employs various mathematical calculations to provide value indications, the
final estimate is subjective and may be influenced by our experience and other factors not specifically
set forth in this report.
VALUE CHANGE, DYNAMIC MARKET, ALTERATION OF ESTIMATE BY APPRAISER
All values shown in the appraisal report are projections based on our analysis as of the date of
valuation of the appraisal. These values may not be valid in other time periods or as conditions change.
Projected mathematical models set forth in the appraisal are based on estimates and assumptions which
are inherently subject to uncertainty and variations related to exposure, time, promotional effort, terms,
motivation, and other conditions. The appraiser(s) does not represent these models as indicative of
results that will actually be achieved. The value estimates consider the productivity and relative
attractiveness of a property only as of the date of valuation set forth in the report.
In cases of appraisals involving the capitalization of income benefits, the estimate of market value,
investment value or value in use is a reflection of such benefits and of the appraiser's interpretation of
income, yields and other factors derived from general and specific client and market information. Such
estimates are as of the date of valuation of the report, and are subject to change as market conditions
change.
This appraisal is an estimate of value based on analysis of information known to us at the time the
appraisal was made. The appraiser(s) does not assume any responsibility for incorrect analysis because
of incorrect or incomplete information. If new information of significance comes to light, the value
given in this report is subject to change without notice. The appraisal report itself and the value
estimates set forth therein are subject to change if either the physical or legal entity or the terms of
financing are different from what is set forth in the report.
ECONOMIC AND SOCIAL TRENDS
The appraiser assumes no responsibility for economic, physical or demographic factors which may
affect or alter the opinions in this report if said economic, physical or demographic factors were not
present as of the date of value of this appraisal. The appraiser is not obligated to predict future political,
economic or social trends.
EXCLUSIONS
Furnishings, equipment, other personal property and value associated with a specific
business operation are excluded from the value estimate set forth in the report unless otherwise
indicated. Only the real estate is included in the value estimates set forth in the report unless
otherwise stated.
SUBSURFACE RIGHTS
No opinion is expressed as to the value of subsurface oil, gas or mineral rights or whether the
property is subject to surface entry for the exploration or removal of such materials, except as is
expressly stated.
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PROPOSED IMPROVEMENTS, CONDITIONED VALUE
It is assumed in the appraisal report that all proposed improvements and/or repairs, either
on-site or off-site, are completed in an excellent workmanlike manner in accord with plans,
specifications or other information supplied to these appraisers and set forth in the appraisal
report, unless otherwise explicitly stated in the appraisal. In the case of proposed construction,
the appraisal is subject to change upon inspection of the property after construction is
completed. The estimate of market value is as of the date specified in the report. Unless
otherwise stated, the assumption is made that all improvements and/or repairs have been
completed according to the plans and that the property is operating at levels projected in the
report.
MANAGEMENT OF PROPERTY
It is assumed that the property which is the subject of the appraisal report will be under
typically prudent and competent management which is neither inefficient nor superefficient.
FEE
The fee for any appraisal report, consultation, feasibility or other study is for services rendered and,
unless otherwise stated in the service agreement, is not solely based upon the time spent on any
assignment.
LEGAL EXPENSES
Any legal expenses incurred in defending or representing ourselves concerning this assignment will
be the responsibility of the client.
CHANGES AND MODIFICATIONS
The appraiser(s) reserves the right, at the cost of the client, to alter statements, analyses,
conclusions, or any value estimates in the appraisal if any new facts pertinent to the appraisal
process are discovered which were unknown on the date of valuation of this report.
DISSEMINATION OF MATERIAL
Neither all nor any part of the contents of this report shall be disseminated to the general public
through advertising or sales media, public relations media, new media or other public means of
communication without the prior written consent and approval of the appraiser(s).

The acceptance and/or use of the Appraisal Report by the client or any third party
constitutes acceptance of the Assumptions and Limiting Conditions set forth in the preceding
paragraphs. The appraiser’s liability extends only to the specified client, not to subsequent
parties or users. The appraiser’s liability is limited to the amount of the fee received for the
services rendered.
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QUALIFICATIONS OF APPRAISER
BENJAMIN Q. JOHNSON
Professional Designations
MAI – Member Appraisal Institute

2009

State Licensing and Certification
Certified General Appraiser – State of California
License Number AG043925
(Certified through April 29, 2016)
Certified General Appraiser – State of Nevada
License Number A.0205542-CG
(Certified through November 30, 2016)
Professional Experience
Johnson Valuation Group, Ltd.
Partner
Johnson-Perkins & Associates, Inc.
Principal Appraiser
General Electric
Finance Intern
Formal Education
Santa Clara University – Santa Clara, CA
Bachelor of Science in Commerce; Major in Economics

2015-Present
2005-2015
2002-2004
(Summers Only)

2005

Qualified as an Expert Witness
State District Courts
U.S. Bankruptcy Court
Offices Held And Appointments
Nevada State Board of Equalization – One of Five Board Members
(Appointed by Nevada Governor Brian Sandoval)
Reno-Carson-Tahoe Chapter of the Appraisal Institute
Director
Secretary
Vice-President
President
Chair of Candidate Guidance Committee
Association Memberships and Affiliations
Leadership Development and Advisory Council (LDAC)
Executives Association of Reno (EAR)
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2012-Present

2011
2012
2013
2014
2013 to Present

2010
2009 - 2012

