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Dear Mr. Meurer:
At your request, I have prepared an appraisal of the Fair Market Rent for three concessions on the above
referenced property, “Old Fisherman’s Wharf No. 1” – Concessions 7, 18, and 35. The subject is a portion
of an existing retail and recreational waterfront wharf located in the City of Monterey, Monterey County,
California 93940.
Please reference page 6 of this report for important information regarding the scope of research and
analysis for this appraisal, including property identification, inspection, highest and best use analysis and
valuation methodology.
I certify that I have no present or contemplated future interest in the property beyond this estimate of
fair market rent. The appraiser has not performed any prior services regarding the subject within the
previous three years of the appraisal date.
Your attention is directed to the Limiting Conditions and Assumptions section of this report. Acceptance
of this report constitutes an agreement with these conditions and assumptions. In particular, I note the
following:

Mr. Meurer
City of Monterey
September 19, 2012
Page 2
Hypothetical Conditions:


There are no hypothetical conditions for this appraisal.

Extraordinary Assumptions:


There are no Extraordinary Assumptions for this appraisal.

Based on the appraisal described in the accompanying report, subject to the Limiting Conditions and
Assumptions, Extraordinary Assumptions and Hypothetical Conditions (if any), I have made the following
fair market rent conclusion(s):

Fair Market Rents by Category and Lease Type
Category
Ground Lease Ground Lease
Percentage
$/SF Month
Rate
F & B (Restaurants)
6.0% to 7.0%
$1.50 to $1.75
Fish Markets
4.0% to 5.0%
$1.30 to $1.50
Specialty Stores (Retail) 10% to 12%
$1.75 to $2.00
Charter Boats
4.0% to 5.0%
n/a
1

The market exposure time preceding July 27, 2012 would have been 5 months and the estimated
2
marketing period as of July 27, 2012 is 5 months. Please note, referenced exposure and marketing times
reflect typical exposure to negotiate and sign a lease.
Respectfully submitted,
The Doré Group

Lance W. Doré, MAI, FRICS
President and CEO
lwdore@thedoregroup.com

1

Exposure Time: see definition on page 10.

2

Marketing Time: see definition on page 9.
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SUMMARY OF IMPORTANT FACTS AND CONCLUSIONS
GENERAL
Subject:

“Old Fisherman’s Wharf No. 1” – Concession 7, 18, and 35
The subject is a portion of a waterfront wharf, located in the City of
Monterey, Monterey County, California 93940. There are extensive
improvements in the form of retail shops, restaurants, fish
markets, and charter boat operations serving tourists and locals.
The improvements (buildings) are tenant-owned, but they are
located on a pier and foundation system which is city-owned. The
subject includes three master tenants who occupy 7,372 square
feet of leasable area.

Owner:

City of Monterey

Assessor Parcel Number (APN):

Not Available – Municipal ownership

Date of Fair Market Rent:

July 27, 2012

Date of Report:

September 19, 2012

Intended Use:

The intended use is to assist the City in making leasing decisions
related to a short-term 1 to 3 year lease and longer term planning.

Intended User(s):

The City of Monterey, or its representatives.

Assessed Value/Taxes:

Not applicable – Municipal ownership

Sale History:

The subject has not sold in the last three years, according to public
records.

Current Listing/Contract(s):

The subject is not currently listed for sale, or under contract. The
subject is up for lease renewal at rates to be negotiated.

TDG 2012 021
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FAIR MARKET RENT INDICATIONS
Reconciled Fair Market Rent:

Commercial

Conclusion(s)

Effective Date(s)

Fair Market Rents by Category and Lease Type
Category
Ground Lease Ground Lease
Percentage
$/SF Month
Rate
F & B (Restaurants)
6.0% to 7.0%
$1.50 to $1.75
Fish Markets
4.0% to 5.0%
$1.30 to $1.50
Specialty Stores (Retail) 10% to 12%
$1.75 to $2.00
Charter Boats
4.0% to 5.0%
n/a
July 27, 2012

Property Rights

Leased Fee (City
Monterey Interest
Landlord)

of
as

SCOPE OF WORK
This appraisal, presented in a summary appraisal report, is intended to comply with the reporting
requirements set forth under the Uniform Standards of Professional Practice (USPAP) and the Code of
Professional Ethics and Standards of Professional Conduct of the Appraisal Institute. The appraisal
assignment was not based on a requested minimum valuation, a specific valuation, or the approval of a
loan.
The client provided the general location of the subject property (“Old Fisherman’s Wharf No. 1”). Rent
lease data and leased area were based on documents provided by the client, physical inspection of the
subject, as well as aerial maps. In determining the Highest and Best Use of the property, factors detailed
later were considered including the legal, physical and financial characteristics as they related to the
neighborhood and general market in Monterey County, and other competitive port areas. It also
included the subject area in particular.
In preparing this report, we investigated numerous ground rental and percentage lease data from the
West Coast of the United States, and in particular ports within the State of California. We have spoken
with public officials regarding applicable rental and percentage lease rates for public property.
In a traditional valuation process, three approaches to value are typically used: the cost, comparison,
and income approaches. However, the Scope of Work in this analysis is to determine the Fair Market
Rent – value conclusions are not warranted. Therefore, the methodologies in determining value are not
applicable. However, the methodology used in the comparison approach is warranted to reconcile the
Fair Market Rents. The premise in determining the Fair Market Rent involves the comparison of leases
TDG 2012 021
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and rental rates similar to the subject to indicate and provide a basis for determining the rents.
Comparisons of the comparables are made to the subject relative to differences or similarities in the
following areas:










Market Conditions
Lease Terms (i.e. NNN v. Full Service)
Expense Allocation
Capital Improvements Allocation
Location
Exposure/Access
Size of Use Area
Parking
Municipal Support

This is not a complete list of factors considered in comparability but it does provide a basis for
comparison purposes.
Quantitative, or qualitative adjustments are made to the rent rates of each comparable for property and
market conditions. Adjustments are made as if the comparable possessed the same characteristic as the
subject, and then are cumulated in total. The basis for the adjustments/ comparisons is generally
formulated from conversations with participants which indicate the reaction(s) of tenants and landlords.
A range of rates usually results from this analysis and a correlation of the analysis produces a final
indicated rent.
Overall, the comparison approach is the most reliable valuation method when trying to estimate a fair
market rental rate. Rental and percentage lease rate data from other regional marine ports provide a
reliable range of rates. Therefore, the sales comparison is the only applicable valuation method used in
this analysis for estimating a fair market lease rates.
In summary, the comparison approach using port lease comparables was the only methodology used to
estimate the subject’s fair market rental or ground lease rate. The subject’s fair market rent reflects the
actual status of the property on the date of the fair market rent (July 27, 2012), which was an improved
commercial wharf.
According to the Uniform Standards of Professional Appraisal Practice, it is the appraiser’s responsibility
to develop and report a scope of work that results in credible results that are appropriate for the
appraisal problem and intended user(s). Therefore, the appraiser must identify and consider:
● the client and intended users;
● the intended use of the report;
● the type and definition of rent;
● the effective date of rent;
TDG 2012 021
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● assignment conditions;
● typical client expectations; and
● typical appraisal work by peers for similar assignments.
This appraisal is prepared for Mr. Fred Meurer, City Manager for the City of Monterey. The problem to
be solved is to estimate the fair market rental rate for the individual use areas on “Old Fisherman’s
Wharf No. 1”. The intended use is to assist the City in making leasing decisions related to a short-term 1
to 3 year lease and longer term planning. This appraisal is intended for the use of client, the City of
Monterey.

SCOPE OF WORK REQUIREMENTS
Report Type:

This is a Summary Report as defined by Uniform Standards
of Professional Appraisal Practice under Standards Rule 22(B). This format provides a summary of the appraisal
process, subject and market data and valuation analyses.

Property Identification:

The subject has been identified by information provided by
the client. The property is known as “Old Fisherman’s
Wharf No. 1” – Concessions 7, 18, and 35.
A complete interior and exterior inspection of the subject
property has been made, and photographs taken.

Inspection:

Market Area and Analysis of
Market Conditions:

A complete analysis of market conditions has been made.
The appraiser maintains and has access to comprehensive
databases for this market area and has reviewed the
market for rentals and percentage lease rates. I have also
included an overview of the Commercial Fishing industry
and support supply and demand. .

Highest and Best Use Analysis:

A limited as vacant and as improved highest and best use
analysis for the subject has been made. Physically possible,
legally permissible and financially feasible uses were
considered, and the maximally productive use was
concluded. See Highest and Best Use for details.

Hypothetical Conditions:

There are no hypothetical conditions for this appraisal.

Extraordinary Assumptions:

There are no Extraordinary Assumptions for this appraisal.

TDG 2012 021
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GENERAL PROPERTY INFORMATION
Statement of Ownership:

As of the date of fair market rent (July 27, 2012), title to
the subject property was vested with the City of Monterey.

Property History:

According to RealQuest, a provider of public information,
the subject property has not transferred in the prior three
years.

Prior Appraisal Services:

As noted, I have not performed appraisal services with this
property in the past three years.

Intended Use:

The intended use is to assist the City in making leasing
decisions related to a short-term 1 to 3 year lease and
longer term planning.

Intended User(s):

The client, the City of Monterey.

Date of Appraisal / Date of Report:

The date of fair market rent is July 27, 2012, and the date
of the appraisal report is September 19, 2012.

TDG 2012 021

9

SUBJECT AERIAL PHOTOGRAPH - OVERVIEW
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10

SUBJECT AERIAL PHOTOGRAPH – DETAILED

TDG 2012 021
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IMPROVEMENTS DESCRIPTION
Development/Property
Name:

“Old Fisherman’s Wharf No. 1” – Concessions 7, 18, and 35

Property Type:

Waterfront Wharf

Overview:

The subject is a waterfront wharf, located in the City of Monterey,
Monterey County, California 93940. There are extensive improvements in
the form of retail shops, restaurants, and fish markets which serve as a
tourist attraction. The improvements (buildings) are tenant-owned, but
they are located on a pier and foundation system which is city-owned.
The subject includes three master tenants who occupy 7,372 square feet
of leasable area.

BUILDING SUMMARY
Building Class:

The subject property is predominantly improved with Class C buildings.

Construction:

Wood and steel pier with wood framed construction.

Quality:

The predominant quality level is average.

Year Built Range:

1870’s with extensive upgrades in the 1920’s and late 1960’s.

Condition:

The predominant condition is average.

Areas, Ratios & Numbers:

Gross Leasable Area: 7,372 square feet
Wharf Level 7,372 square feet
(From the three tenants I noted the leasable units range from 1,354
square feet up to 3,750 square feet).

TDG 2012 021
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OVERALL PROPERTY ANALYSIS
Design & Functional Utility:

Typical commercial/retail wharf uses catering to locals and tourists.

Deferred Maintenance:

Typical for age of improvements

Parking:

Common area parking lot adjacent (metered spots)

Comments:

None.

AMERICANS WITH DISABILITIES ACT
Please reference the Limiting Conditions and Assumptions section of this report.

HAZARDOUS SUBSTANCES
Please reference the Limiting Conditions and Assumptions section of this report.

TDG 2012 021
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SUBJECT PHOTOGRAPHS

Wharf No. 1 – Concession 35 (Balesteri)

Wharf No. 1 – Concession 7 (Wharf Associates)

TDG 2012 021
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Wharf No. 1 – Concession 18 (Mountford)

Entry to Fisherman’s Wharf

TDG 2012 021
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Additional View of Concession 35

Additional View Concession 7

TDG 2012 021
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Additional View Concession 18
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HIGHEST AND BEST USE
Highest and best use may be defined as
the reasonably probable and legal use of vacant land or improved property, which is physically
possible, appropriately supported, financially feasible, and that results in the highest rents.
Legally Permissible: What uses are permitted by zoning and other legal restrictions?
1. Physically Possible: To what use is the site physically adaptable?
2. Financially Feasible: Which possible and permissible use will produce any net return to the
owner of the site?
3. Maximally Productive. Among the feasible uses which use will produce the highest net return,
(i.e., the highest present worth)?

HIGHEST AND BEST USE OF THE SITE
The subject, “Old Fisherman’s Wharf No. 1”, has a Master Plan overlay designated by the City of
Monterey. Uses consistent with commercial uses including retail, restaurants, uses and activities related
to the fishing industry, commercial and recreational boating, and marine life in Monterey Bay are
allowed. The pier is in average condition and has good access. All utilities are available and therefore
are considered physically possible. The financially feasible uses are primarily dictated by the commercial
uses on the Wharf and the existing uses. Other uses such as residential or office are not feasible due the
lack of parking or overall coverage requirements. Therefore, the highest and best use of the site, as
vacant, is for commercial use that is suitable for its location on a commercial pier.

HIGHEST AND BEST USE AS IMPROVED
The subject is currently improved with multiple building, housing a mix of commercial uses. These uses
meet the legally permissible uses and are currently being used in along the pier area.
Legally possible uses of the subject site were previously discussed, in the As Vacant analysis. For the
highest and best use as improved, the analysis shifts from a survey of potential uses to an evaluation of
the existing improvements.
The physical and location characteristics of the subject improvements have been previously discussed.
The subject is average quality construction. Legal, physical, location and marketability factors support
the existing use for a commercial retail uses.
Consistent with the Monterey Harbor and the relationship with Wharf No. 2 there is a variety of retail
commercial uses at Fisherman’s Wharf No. 1 including restaurants, novelty stores, candy stores, retail
fish sales, and tourism boating. Wharf No. 2 is focused primarily on fish processing, fish wholesale, food
and beverage and yacht club.

TDG 2012 021
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Considering the location of Wharf No. 1 as the focal point for Monterey tourism and to remain
consistent with the master plan for the harbor and support for the fishing industry, the following uses
are consistent and conforming to for Fisherman’s Wharf No. 1.








Fish retail sales
Food and Beverage
Art Gallery
Arts and Craft Sales
Wine boutique
Tourism Charter Boats (maximizing wharf location)
Novelty

Overall, the highest and best use of the subject as improved is for continued use as a commercial/retail
wharf.
ALTERNATIVE USES AND MARKET FEASIBILITY
In addition to legal and physical considerations, analysis of the subject property "as improved" requires
the treatment of two important issues: 1) consideration of alternative uses for the property; and 2) the
marketability of the most probable use. In the following analysis, alternative uses are treated first,
followed by marketability.
The five possible alternative treatments of the property are demolition, expansion, renovation,
conversion, and continued use "as-is". In analyzing an improved property, the five options above are
evaluated considering physical, legal, financially feasible, and marketability criteria. Each of the options
is discussed briefly.
Demolition – The existing uses at Wharf No. 1 were built around 1948. It is clear that the improvements
are near the end of their physical life. Most uses on Wharfs, as shown in the survey later in this report,
provide a mix of restaurant services, tourist retail commercial, and fish sales (retail). Retail rents are
typically higher and range from $2.00 to $4.00 per square foot. In addition, retail percentage rents
range from 3% to 8% of gross sales. The subject concessions are being used for specialty retail, fish
retail and boat excursion (commercial / tourism) – the existing uses are not required to be demolished.
Expansion - The configuration of the concession spaces are within the larger Wharf No. 1 project which
is physically built-out on the wharf. There is no allocated space for horizontal expansion on the Wharf.
In addition, there is limited vehicle access to serve the existing uses and meet public needs. Overall, the
building does not warrant expansion based on the physical limitations of the Wharf and available
parking.
Renovation - The subject was constructed in the early 1870’s with significant upgrades in the 1920’s and
late 1960’s. The existing improvements have been moderately repaired over the past several years, but
due to the age of the buildings and normal wear and tear, the existing uses serve the existing uses and
renovations are not required. Please note, the existing buildings are not the subject of this analysis, but
TDG 2012 021
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rather the footprint that exists for the building. However, upkeep of the buildings is economically
beneficial to support the services on the footprint.
Conversion – The concessionaires meet the economic and physical conditions for the market and
conversion is not required.
This is consistent with the Monterey Waterfront master plan where the uses on the Wharf are for
commercial. As identified, the commercial uses that will meet the objectives of creating opportunities
for economic vitality in the visitor, recreation, fishing and historical industries for Monterey.

TDG 2012 021
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FAIR MARKET RENT ANALYSIS
This report analyzed and estimated fair market rents for three concessions on Old Fisherman’s Wharf
No. 1; Concessions 7, 18, and 35. According to lease agreements for these concessions, fair market rent
shall be adjusted on October 1 of each fifth year during the base and extended term of the lease.

SUBJECT RENTAL ANALYSIS – OVERVIEW
The Wharf is owned by the City, which holds leases with the concessions that operate restaurants,
specialty shops (small retail stores including gift shops and candy stores), retail fish markets, and charter
boats. In this analysis, we provide an estimate of fair market rents for these categories.
This survey contains comparable lessees and concessions throughout California in order to identify fair
market rents for the types of businesses leasing space on Wharf 1. In addition to gathering comparable
data on minimum rent (or base rent) and percentage rent (also referred to as gross rent or fair market
rent, in the terminology of the Wharf 1 leases), we examined special lease provisions at Wharf 1 that
differ from lease provisions for comparable enterprises. The primary special lease provision in the Wharf
1 leases is the requirement that tenants maintain the dock, substructure and pilings beneath their
assigned area of the wharf. We also considered common area maintenance fees and lease terms
associated with duration and the frequency and nature of rent adjustments.
Upon examining the lease agreement provided by the City, the lease permits the adjustment of
percentage rent (fair market rent) after a market analysis. However, the lease does not appear to allow
the adjustment of minimum rent beyond annual increases based on growth in the Consumer Price Index
(CPI).
The Wharf 1 leases are ground leases, and as such the percentage rents reflect the fact that the lessees
are responsible for making capital improvements (the construction of the structures on the wharf) in
addition to repairs and maintenance that tenants have made historically and continue to make over the
lease term.
The lessees are responsible for maintaining their capital improvements as well as the dock and pilings
underneath their assigned area of the wharf. Lessees are also responsible for all utilities, taxes and
insurance. The City of Monterey maintains the common areas and public restrooms, and provides
garbage collection services, lighting of common areas, and management of the public parking lots near
the wharf. In this regard absolute tripe-net (NNN) leases are common for retail space, but the common
areas are not reimbursed. Common Area Maintenances (CAM’s) are typically paid for in triple net
leases, but not in the case of the existing leases.
As an example: A regional or national shopping center has a mix of commercial tenants. Each tenant
under a triple net lease is responsible for their own utilities, insurance and other building maintenance
items. In addition, each tenant is also responsible for their pro-rata portion of CAM’s, and this also
includes real estate taxes.
The following graph is shown for representative purposes:
TDG 2012 021
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EXPENSE ALLOCATION COMPARISON
Wharf Tenant Pays

Typical Triple Net

Property Ta xes (Pos s es s ory)

No

Yes

Expense Category
Ins ura nce

Yes

Yes

Bui l di ng Ma i ntena nce (Footpri nt)

Yes

Yes

CAM's

No

Yes

Ma na gement

No

Yes

Ma jor Structura l (Wha rf Rel a ted)

Yes

Yes

The typical term of the Wharf No. 1 leases is 13 years, with one 25-year option to renew. All three
leases reviewed terminate in September 2014. At the termination of the lease, the lessees have the right
to remove (within 90 days) all of the capital improvements that they made to their assigned wharf area,
including all buildings, structures, platform and pilings, and furniture, fixtures and equipment.
Presumably, most lessees will not remove the buildings and structures they constructed, because doing
so would likely be quite costly, and it is unlikely that the lessees would be able to re-use any of the
buildings or structures in another location. In effect, the existing buildings will have been fully
depreciated and have reached the end of their economic viability. However, considering the buildings
have been fully capitalized (paid for) the improvements may be maintained to retain the long term
profit.

SUBJECT EXPENSE OVERVIEW
The Wharf No. 1 leases specify that the City is responsible for garbage collection, maintaining the
lighting on the wharf, and maintaining public bathrooms and all common areas of the deck and pilings.
While no common area maintenance fee is specified in the lease, the lease does not appear to preclude
adjusting the percentage rent in order to compensate the City for expenses associated with
maintenance.
The deck and piling maintenance provision in the Wharf 1 lease is equivalent to an average expense of
$0.24 to $0.30 per square foot per month. This translates to around 1% of gross revenue for the average
Wharf 1 tenant.

ESTIMATE OF REPAIR AND MAINTENANCE COSTS AT WHARF 1 – EXPENSE ANALYSIS
Hans Uslar, the Deputy Public Works Administrator for the City of Monterey, consulted with his staff and
estimated that the City typically spends around $2.5 million each decade on repairs to the wharf and its
support pilings. Therefore, he estimates that $200,000 to $250,000 is a reasonable estimate for annual
expenditures on the City's share of the wharf. Examining the Wharf 1 leases we have identified the
location of the current concessions and estimated that common areas account for approximately half of
the total area of the wharf. Thus, all of the concessions combined might also be expected to spend
$200,000 to $250,000 annually to maintain the structure and pilings underneath their buildings.

TDG 2012 021
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In order to estimate a repair cost for pilings per square foot of wharf area, we summed the footprints of
all the concessions on the wharf. The calculations estimate the total area under the concessions to be
63,756 square feet. Dividing the estimated annual expense of $200,000 to $250,000 by this figure and
then dividing by 12 months, an estimated monthly expense of $0.26 to $0.33 per square foot per month
for piling maintenance is reasonable for the individual wharf tenants.
These numbers are considered reasonable based on information provided by Hans Uslar and City Public
Works staff. The report examined the condition of the pilings and found them to be in good shape.
Uslar stressed that the condition of the pilings can change significantly over the span of a few years.
From these calculations, it is apparent that the repair and maintenance expenses ($0.26 to $0.33 per
square foot per month) represent somewhat less than 1% of gross revenue for the average Wharf 1
concessioner.
Please note, this CAM charge is only for the areas directly underneath the tenant space and does not
account for the City’s common area expense for the remaining portions. As will be shown later, typical
CAM charges in Ports is approximately $0.50 per square foot.

COMMON AREA MAINTENANCE FEES – EXPENSE ANALYSIS
The Wharf 1 leases state that the City of Monterey is responsible for operating and maintaining the
public restrooms, lighting, garbage collection, and parking lots near the wharf. However, the leases do
not provide the City with additional compensation by the lessees for these services. Since there is no
CAM fee specified in the Wharf 1 ground leases, the percentage rents charged at Wharf 1 must cover
the City's costs of maintaining the common areas on the Wharf as well as the parking lot.
Few of the comparables surveyed provided data on average common area maintenance (CAM) fees.
These data are presented in the following table.
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Common Area Maintenance Fees at Comparable Locations
Location

Average CAM Fee

Cannery Row
Dana Point Harbor
Santa Monica Pier
Ports of Call – Los Angeles

$0.82/square foot/month
CAM: 1% of gross; Parking: 0.25% of gross
$0.47 to $0.56 square foot/month
$0.50 square foot/month

Based on an analysis similar to the one above indicating that 1% of gross revenues correspond to
approximately $0.36 per square foot per month for the average Wharf 1 concessioner, comparable CAM
fees would translate to an average of around 1% to 2% of gross revenues based on the above
comparables.

PARKING
The typical subject lease structure does not provide for parking for retail customers or tenant
employees. Parking is on a fee basis and must pay hourly or daily. This is the case with the rent
comparables. In all cases, parking is very limited in the coastal corridors for the Rent Comparables,
however as noted in the aerial photos and comparison to the subject, the subject has one of the more
favorable parking access points to the projects.
With respect to the subject, there are two large parking lots within close proximity to the Old
Fisherman’s Wharf and the adjacent wharf. These areas provide automotive and bus parking for
waterfront and wharf patrons. We identified these parking areas on the following aerial photograph.

TDG 2012 021
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35

18

Wharf Associates

7

General Retail and Restaurant

Salvatore Balesteri

(Monterey Bay Boat Charters)

Chris Arcoleo and Fred J.
Mountford

(Liberty Fish)

Tenant
(Sublease)

Concession
No.

Yes

Yes

Yes

Lease
Provided

10/1/1977

10/1/1977

3/1/1978

Lease
Date

10/1/1976 9/30/2014

10/1/1976 9/30/2014

10/1/1976 9/30/2014

Lease Term
Begin
End

2,268 $

3,750 $

1,354 $

Area
SF

Contract
Base Rent

3,810 $

6,744 $

4,874 $

317.52 $

562.00

406.20 $

Percentage
Rent

Comments

2.5% Retail

0.14 .05% Retail Fish Original lease is dated 1977. No updated lease
2.0% General information was available.

0.15 .05% Retail Fish Original lease is dated 1977. Amended lease is
2.5% Restaurant dated December 1984. No updated lease
information was available.
4.0% Retail

0.30 .05% Retail Fish Original lease is dated 1978. Amended lease is
dated April 1989. No updated lease information
was available.
2.0% Retail

Rent
Rent Per Month per SF
per Year
Per Year
per Month

Actual
Actual
Contract Base Contract Base

TENANT RENT ROLL
Old Fisherman's Wharf No. 1

The following table is the current Lease Summary for the subject concessions:
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RENT COMPARABLES
In terms of comparability with respect to geography and tourist traffic, lease comparables
selected included wharfs, piers, and marinas throughout California. Many of these are tourist
destinations, but a few are primarily oriented toward local populations. Information is
presented on annual revenues for concessions doing business at some of the locally oriented
locations in order to provide a sense of relative levels of visitation and utilization.
In the following section we present a discussion of ground leases. This is a presentation of
comparable rent data for restaurants/food & beverage and specialty shops. Then we present
data for Charter boats and fishing trips, which typically have rent formulas that differ
significantly from the other categories. This discussion is followed by presentation of additional
calculations associated with special lease provisions, and develops an overall comparison of
different forms of rents. The final discussion we present our key findings and conclusions.

FACTORS CONSIDERED IN THE FAIR MARKET RENT ANALYSIS
Location – One of the primary economic drivers for the existing commercial tenants is the ability
of the Wharf or Marina location to attract visitors. This is more important for retail and
restaurants. Gross Sales are proprietary to most retail establishments; therefore a direct
comparison cannot be made. But there is the ability to compare economic indicators. There are
two categories of comparison that are used for Location.
1) General Location: This addresses the “draw” of a particular location. This can be quantified
in many areas (i.e. Total Spending Per Visitor, Tax Receipts, Employment Generated etc.) specific
to commercial strength the Average Expenditures Per Person Per Day is beneficial because it
reflects the total purchases power.
Based on the California Travel Impacts Report 1994-2005 (most current) the following cities
ranked from highest to lowest that reflect the rent comparables is shown as follows:
San Francisco Monterey San DiegoSanta Cruz -

$129.30 Per Person Per Day
$98.50 Per Person Per Day
$91.70 Per Person Per Day
$70.10 Per Person Per Day

This is used only as a general indicator because fish processing is less sensitive to these factors.
This has been considered in the final rents per square foot as will be shown later.
2) Specific Location: This addressed the specific location of a wharf or marina and considers
access, proximity to freeways, proximity to other attractions, and proximity to services (hotels,
restaurants, etc.).
Parking – The ability to provide, or have access to parking is significant because it tends to
determine the length of stay and therefore total dollars spent at a specific attraction.
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Expense Structure – Also important is a comparison of the individual comparables and expense
structure. This considers common area maintenance fees, parking fees, annual maintenance
fees, and general expense structures.
Please note, the following rent summary provides general parameters. Specific details will
follow reflecting Percentage Rent and Price per Square Foot.
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RENT COMPARABLES SUMMARY
PORT RENTAL RATES COMPARABLES SUMMARY
Port

Parking

Morro Bay Harbor

Not Included

Moss Landing Harbor

Port of San Diego

Port of San Francisco

Not Included

Not Included

Not Included

Expense Terms
Triple Net

Triple Net

Triple Net

Triple Net

% Rent

Category

3% to 5%

Food/Beverage

3% to 5%

Fish Markets

3% to 5%

Retail

N/A

Charter Boats

3%

Food/Beverage

2%

Fish Markets

5%
0%

Retail
Charter Boats

4.5% to 7.5%

Food/Beverage

N/A

Fish Markets

15%

Retail

5%

Charter Boats

6% to 10%

Food/Beverage

8.5%

Fish Markets
Retail

Comments
Comparable market in Morro Bay. Good
exposure. 3% rent for restaurants with
dining room. 5% for all other food service.
3-5% for retail seafood sales. 3 to 5% for
retail.
Secondary market north of subject. Smaller
harbor with limited exposure. 2% for retail
fish sales. Retail tenant pays 5% if total
sales exceed $65K. Charter boats pay for
slip and use permit only.
Strong market in San Diego County. Notable
project is Seaport Village (tourist driven).

Prime market in San Francisco Bay. Heavily
visited tourist area. Limited commercial
activity.

Charter Boats
Port of San Luis

Santa Barbara Harbor

Santa Cruz Harbor

Ventura Harbor

Not Included

Not Included

Not Included

Not Included

Triple Net

Triple Net

Triple Net

Triple Net

4.5% to 8%

Food/Beverage

4.5% to 5%

Fish Markets

10%

Retail

8%

Charter Boats

6% to 10%

Food/Beverage

0%

Fish Markets

10%
15%

Retail
Charter Boats

5% to 8%

Food/Beverage

N/A

Fish Markets

0%
0%

Retail
Charter Boats

3% to 5%

Food/Beverage

1%

Fish Markets

3%
3% to 5%

Retail
Charter Boats

Comparable market south of the subject in
Avila Beach. Tourist driven area.
Restaurants pay 4.5% for food and 5.5% to
7% for alcohol. Retail fish sales from
market pay 4.5% to 5% of gross receipts.
Retail and charter "tenants" are actually
"licensees", paying license fees plus
percentage rents, but no rent.
Comparable market south of the subject.
Area of focus for survey was Stearns Wharf.
Percentage rents for retail and charter
boats are collected if sales exceed base
rents.
Comparable market north of the subject.
Percentage rent is 5% to 8% for food and
beverage sales. Retail tenants do not pay
percentage rent. Most charter boats are not
actual "tenants", but "licensees".
Comparable market in Ventura. Percentage
rent is 3% for food and 5% for beverage
sales. 1% for retail fish markets, and 3% for
retail. Charter boats pay 3% on retail and
food sales and 5% on charter ticket sales.

I surveyed eight public agencies throughout California in order to obtain comparables for the
Wharf No. 1 leases. Officials with each Port or Harbor District provided copies of leases, rent
rolls, and/or percentage rent data. Details of each Port/Harbor area with both percentage lease
rates and price per square foot rates are shown on the following pages.
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M ORRO B AY H ARBOR

Morro Bay Harbor: Eric Endersby, Harbor Director for the City of Morro Bay Harbor Department
(805.772.6254) provided information regarding leases and percentage rents charged by type of
good or service sold. Morro Bay Harbor has several different food service options. Percentage
rent for ground leases for full-service restaurants is 3%, while all other food services (snack bar,
deli, fast food, convenience food, bar/lounge, beer and wine sales) are 5%. Percentage rent for
building leases for full-service restaurants is 5%, while all other food services (snack bar, deli,
fast food, convenience food, and bar/lounge) are 7%. Beer and wine sales are at 10% of gross
sales. Of the full-service restaurant leases reviewed, the overall price per square foot ranged
from $4.17 to $6.90.
It was reported that percentage rent for ground leases for seafood retail sales is 3-5% of gross
sales. No percentage rent is charged for wholesale seafood sales. Percentage rent for building
leases are 5% for seafood retail sales and 0.5% for wholesale seafood sales. Mr. Endersby
reported that Central Coast Seafoods has a very old lease that is very good for the tenants.
Retail sales and service tenants pay a percentage rent of 3-5% for ground leases, and 7% for
building leases and/or subleases.
No information was available for charter boat tenants. However, there are several sportfishing
charter tenants. Central Coast Sportfishing is a sublease of a larger lease, leasing dock area and
a small tackle shop for approximately $2,000 per month plus 3% of gross receipts from the shop.
This tenant is on a month-to-month with the master lease holder. Sea One Solutions, the tenant
that took over Virg’s Landing, pays a base rent of $3,604 per month for 6,270 of land and 15,700
square feet of water. No percentage rent will be charged to this tenant until 2014.
A summary of actual leases follows.
TDG 2012 021

29

TDG 2012 021

30

Lease Start
N/Av

N/Av

N/Av

N/Av

N/Av

Tenant Name

Togna zzi ni 's Docks i de

Ha rbor Hut

Grea t Ameri ca n Fi s h Co.

Docks i de Too

Centra l Coa s t Sea foods

2018

N/Av

6/1/2025

6/1/2023

N/Av

Lease End

$27,120

$19,125

$55,575

$56,286

$17,000

Base Minimum

0%

3%

5% Al cohol

3% Food

5% Al cohol

3% Food

5% Al cohol

3% Food

% Rent

PORT LEASE COMPARABLES (ACTUAL)

18,852

6,370

12,468

8,161

4,080

SF

$1.44

$3.00

$4.46

$6.90

$4.17

Base $/SF/Mo.

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Expense Terms

M OSS L ANDING H ARBOR

Moss Landing Harbor: Linda McIntyre, Esq., CSDA, General Manager and Harbor Master for the
Moss Landing Harbor Department (831.633.5417), reported there is one restaurant lease in
place at Moss Landing Harbor. Base rent is around $2,398 per month ($1.33 per square foot).
Percentage rent is 3% of gross revenues of food, and 2% of gross revenues of retail fish sales
from the fish market portion of the restaurant.
There is one retail tenant at Moss Landing. The Pot Stop, a decorative pottery shop, occupies
4,443 square feet of interior space, with an additional 22,237 square foot yard area for
displaying goods. This tenant pays a base rent of $2,845 per month, plus 5% of gross receipts if
total sales exceed $65,000. CAM fees are calculated on a quarterly or semi-annual basis by
reviewing the expenses incurred and dividing it by the number of square feet in the building.
The tenant pays the percentage of the common area square footage based on the percentage of
the entire building that he occupies.
Ms. McIntyre reported there are charter boats operating out of Moss Landing Harbor. These
operations do not pay “rent”, but rather they pay a slip fee of $6.40 per foot per month. They
also generally apply for and receive a facilities use permit, which costs $250. No percentage
rent is charged at this time, however Ms. McIntyre did disclose that the Budget Committee is
considering charging these types of business additional fees based on “per passenger”; also
being considered is charging a percentage of gross receipts, but no discussion of that amount
has been held to date.
A summary of actual leases can be found on the following page.
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MTM

$2,845

% Rent
3% Food a nd Bev

SF
1,800

$0.64

$1.33

Base $/SF/Mo.

(22,237SF of exteri or ya rd s pa ce)

4,443
Interi
or s pa ce
(i f over $65K i n s a l es )

5%

6/6/2003

$2,398

Base Minimum

The Pot Stop

5/3/2032

Lease End
2% reta i l fi s h s a l es

5/4/2002

a nd Fi s h Ma rket

Lease Start

Tenant Name

Sea Ha rves t Res ta ura nt

PORT LEASE COMPARABLES (ACTUAL)

Tri pl e Net

Tri pl e Net

Expense Terms

P ORT OF S AN D IEGO

Port of San Diego: Liza Anderson, Document Management Technician at the Port of San Diego
(619.686.6207) provided copies of leases and an overview of percentage rents charged in the
Seaport Village area. All leases at the Port of San Diego are ground leases and tenants are
responsible for capital improvements to their buildings. However, the tenants at Seaport Village
are all sub-tenants. The master ground lease is held by one main tenant. For full-service
restaurants, rents range from $5.54 to $8.37 per square foot, with percentage rents at 4.5% on
food sales and 7.5% on alcoholic beverage sales. These rents are for buildings and land.
Retail tenants at Seaport Village pay anywhere from $6.00 to $10.00 psf, with percentage rent
at 15%. Please note, these rents are for buildings and land.
We were provided with a copy of the lease for a charter boat company running dining cruises,
bay tours, whale-watching tours, and eco/photo tours in San Diego Bay. This tenant occupies a
total of 11,793 square feet of land/pier area in two locations, with an additional 94,778 square
feet of water area. Base rent is $41,666 per month ($3.53 per square foot). Percentage rents
are 6% of gross income from ticket sales, 3% of food sales, 5% of beverage sales, and 5% of
merchandise sales.
A summary of actual leases can be found on the following page.
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P ORT OF S AN F RANCISCO

San Francisco Fisherman's Wharf: Jeff Bauer, Senior Commercial Leasing Manager for the Port
of San Francisco (415.274.0514) reported that there are a mix of ground leases and building
leases at Fisherman's Wharf. The average percentage rent for retail fish sales is 8.5%. The
average percentage rent for restaurants is around 7%. The average price per square foot per
month for restaurant leases is around $5.70. At Fisherman's Wharf, tenants with ground leases
are required to maintain the pilings underneath their structures, but they benefit from contracts
that are as long as 66 years.
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P ORT OF S AN L UIS

Port of San Luis: Heather Zacker, accountant for the Port San Luis Harbor District
(805.595.5400), reported the average restaurant percentage rent ranges from 4.5% to 8%. Base
rents range from about $0.40 per square foot to $2.00 per square foot per month for
restaurants. The average retail fish sales percentage rent is 4.5%.
The Port has one retail “tenant”, Sea Barn, who is licensed to sell and rent beach gear from the
beach in Avila. In lieu of rent, this tenant pays an annual license fee of $150 plus a percentage
rent of 10% of gross receipts.
Two charter boat companies, Central Coast Adventure Tours and Spirit Sailing, operate out of
San Luis Harbor. Charter companies pay an annual license fee of $150, plus a percentage rent of
8% of gross receipts. These charter companies also agree to rent a seasonal mooring (currently
$260 per month) from the Harbor District. There is a sportfishing tenant at this harbor who
currently pays a base rent of $1,712 per month plus a percentage rent of 6% of gross receipts.
No common area maintenance fees are currently being charged to the tenants.
Following is a summary of actual leases.
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N/Av

MTM

Ol de Port Inn, Inc.

Pete's Pi ers i de Ca fé

10/1/2011

N/Av

Fa t Ca t's Ca fé

Ol de Port Fi s heri es , Inc.

a nd Fi s h Ma rket

Lease Start

Tenant Name

1/31/2013

9/30/2012

MTM

1/31/2013

Lease End

$1,918
Ba s e rent
fl uctua tes wi th
fi s hi ng s ea s on.
Total rent i s
$23,010/yr.

$5,600

$1,380

$8,752
Ba s e rent
fl uctua tes wi th
s ea s ons . Total
rent i s
$102,858/yr.

Base Minimum

4.5%

4.5% Souveni rs

5.5% Al cohol

4.5% Food a nd Bev

8% Other

7% Al cohol

5% Food a nd Bev

4.5%

% Rent

3,269

3,367

7,590

SF

7,590
Thi s repres ents
a l a rger s pa ce,
of whi ch thi s
tena nt occupi es
a portion.

PORT LEASE COMPARABLES (ACTUAL)

N/Av

$1.71

$0.41

N/A

Base $/SF/Mo.

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Expense Terms

S ANTA B ARBARA H ARBOR

Santa Barbara Harbor: Patrick Henry, Property Management Specialist for the Port San Luis
Harbor District (805.564.5531), reported the average restaurant percentage rent is 10%. Base
rents range from about $2.86 per square foot to $11.51 per square foot per month for
restaurants. Santa Barbara Harbor’s one retail fish market tenant, the Santa Barbara Fish
Market, pays a flat monthly rent of $1,848 ($2.50/square foot). No percentage rent is
charged. Mr. Henry stated that the negotiated lease was based on a start-up business and did
not anticipate the volume of sales, therefore forgoing any percentage rent charge. Mr. Henry
indicated that the market rent would be a base rent ($5,000 per month) plus 2% of wholesale
receipts and 10% of total sales
There are several retail tenants on Stearns Wharf. Of those surveyed, typical base rents range
from $4.09 to $6.81 per square foot. Leases state that lessees pay a percentage rent of 10% of
gross sales or the base rent, whichever is greater. Typical retail leases are for five years, with
one 5-year option to renew.
Charter boats operating out of Santa Barbara Harbor typically pay a base rent plus percentage
rent of 15% for gross receipts exceeding the base rent. A typical lease is for a term of five years,
with one 5-year renewal option if the tenant remains in good standing.
No common area maintenance fees are currently being charged to the tenants on Stearns
Wharf.
Following is a summary of actual leases.
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Lease Start
2/7/2002
9/1/2006

N/Av

12/1/2011

12/1/2006

4/21/2011

7/12/2011

Tenant Name
Ha rbor Res taura nt

Sa nta Ba rba ra Shel l fi s h Co.

Moby Di ck

Ol d Wha rf Tra di ng Co.

Devi l & the Deep Bl ue Sea

Coa s tal Trea s ures

Cel ebra tion Crui s es

7/31/2016

4/20/2016

11/30/2016

11/30/2016

6/1/2020

9/2/2017

12/31/2028

$2,200

$2,493

$1,753

$16,132

$19,519

$13,348

$37,803

Base Minimum

15%
(i f gros s recei pts
exceed ba s e rent)

10%
(i f gros s recei pts
exceed ba s e rent)

10%
(i f gros s recei pts
exceed ba s e rent)

10%
(i f gros s recei pts
exceed ba s e rent)

10%
(of gros s recei pts
tha t exceed the
ba s e rent)

10%
(of gros s recei pts
tha t exceed the
ba s e rent)
3,345

1,160

13,217

SF

(Ti cket Ki os k)
85' Dock

37

610
Interi or s pa ce

392
Interi or s pa ce

2,369
Interi or s pa ce

(up to $3M i n a ful l yea r)

10%

% Rent

PORT LEASE COMPARABLES (ACTUAL)
Lease End

N/A

$4.09

$4.47

$6.81

$5.84

$11.51

$2.86

Base $/SF/Mo.

N/A

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Expense Terms

S ANTA C RUZ H ARBOR

Santa Cruz Harbor: Marian Olin, Administrative Services Manager for the Santa Cruz Port District
(831.475.6161), reported that there are four restaurant tenants paying percentage rent at Santa
Cruz Harbor. Those percentages range from 5% to 8%. Base rents range from $1.28 to $2.34
per square foot.
There is one retail tenant, an art gallery. This tenant is paying a base rent of $2.24 per square
foot. No percentage rent is charged at this time.
There are numerous charter boats operating out of Santa Cruz Harbor, but only one has an
actual lease and is considered a tenant. Chardonnay Sailing Charters pays a base rent of $298
per month. According to Holland MacLaurie, assistant to Ms. Olin, there are slip licensees within
the harbor who conduct charter operations off of their vessels, but these individuals are not
considered tenants and do not have a lease agreement with the harbor. They charge these slip
licensees a monthly charter fee, which is calculated differently than percentage rent. The
charter fee for six pack charters (six passenger fishing vessels) is $59.90 per month. The fee for
larger charter operations is based off of a per passenger rate, which is calculated on the
maximum capacity of a vessel. There are three larger charter operations in the harbor and the
fees are $357, $485, and $773 each per month.
There is a fishing charter tenant, Leo's Sport fishing, within the harbor. They occupy 2,000
square feet at a base rent of $1,568 per month ($0.78 per square foot). They also pay a monthly
percentage rent of 3% of their gross sales up to a maximum of $350,000 and 5% of gross sales in
excess of $350,000.
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Cafe El Palomar

7/9/2014

12/31/2027

MTM

N/Av

Crow's Nest

8/16/2021

Chardonnay Sailing Charters

8/15/2011

Johnny's Harborside

10/31/2012

MTM

N/Av

Aldo's Restaurant

Lease End

3D Art

Lease Start

Tenant Name

$298

$1,044

$5,138

$12,761

$5,016

$4,600

Base Minimum

0%

0%

8%

5%

6.5%

6.5%

% Rent

PORT LEASE COMPARABLES (ACTUAL)

100

466

2,200

10,000

2,400

2,000

SF

$2.98

$2.24

$2.34

$1.28

$2.09

$2.30

Base $/SF/Mo.

Triple Net

Triple Net

Triple Net

Triple Net

Triple Net

Triple Net

Expense Terms

No common area maintenance fees are currently being charged. Following is a summary of
actual leases:
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Ventura Harbor

Ventura Harbor: Robin Baer, Property Manager for the Ventura Port District, reported that the
percentage lease rate for restaurants is 3% for food and 5% for beverages. Full service
restaurant tenants are paying $1.30 to $1.81 per square foot base rent. Several restaurant
tenants with patios are paying an additional rent of $500 per month from May to October. The
seafood market tenant pays a base rent of $1.49 per square foot plus 1% of gross receipts.
Retail tenants pay on average $1.25 to $2.06 per square foot base rent and 3% of gross sales. In
addition, most tenants pay $0.55/square foot in CAM fees.
While it is reported that “excursions” pay 5% of charters and ticket sales and 3% on retail and
food sales, no charter tenants were noted on the rent roll provided.
A summary of actual leases can be found on the following page.
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Lease Start
6/1/2001

7/1/2006

10/23/2006

8/1/2003

6/1/2001

11/1/2005

5/1/2010

6/1/2011

Tenant Name

Andri a 's Sea food Res taura nt

Mi l a no's Pi zza Res taura nt

Brophy Bros .

Ma rga ri ta Vi l l a

Andri a 's Sea food Ma rket

Ventura Swi mwea r

Ha ts Unl i mi ted-Ha rbor Ha tter

Wi ndros e Gi fts

5/31/2013

4/30/2015

10/31/2015

5/31/2021

7/31/2013

9/30/2016

6/30/2012

5/31/2021

Lease End

CAM=$0.55/s f

$765

CAM=$0.55/s f

$1,748

CAM=$0.55/s f

$1,393

No CAM cha rge

$1,005

CAM=$0.55/s f

$2,444

CAM=$0.55/s f

$6,064

CAM=$0.55/s f

$3,374

CAM=$0.55/s f

$3,575

Base Minimum

3%

3%

3%

1%

3%

3% to 5%

3%

3%

% Rent

PORT LEASE COMPARABLES (ACTUAL)

612

1,146

875

675

1,880

3,725

1,864

2,451

SF

$1.25

$1.53

$1.59

$1.49

$1.30

$1.63

$1.81

$1.46

Base $/SF/Mo.

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Tri pl e Net

Expense Terms

COMPARATIVE ANALYSIS
The following tables present percentage rent comparables for restaurants (food and beverage),
retail fish markets, specialty stores (retail), and charter boats.

FOOD AND BEVERAGE – PERCENTAGE RENT
The following table summarizes our findings for food and beverage services, which includes fullservice restaurants only.
Percentage Rent Comparables – Food & Beverage (Restaurants) – Ground Leases
Location
Percentage Rent
Morro Bay
Moss Landing
Port of San Diego
Port of San Francisco
Port of San Luis
Santa Barbara Harbor
Santa Cruz Harbor
Ventura

3% to 5%
3%
4.5% to 7.5%
6% to 10%
4.5% to 8%
6% to 10%
5% to 8%
3% to 5%

Overall, percentage rents for food and beverage show a consistent percentage rental rate of 3%
to 8%. The food only venues are closer to 3% to 4% and the beverage (bar) only venues are
between 5% and 10%. A combined percentage rate for a typical restaurant is therefore near 4%
to 6%. It would be reasonable to conclude that the food and beverage space would be at the
middle to higher end of the range based on the entry location (exposure on Wharf No. 1) or 6%
to 7% of gross sales.

FISH MARKETS – PERCENTAGE RENT
The table shows that percentage rents for fish markets range from 0% to 8.5%. Santa Barbara
Harbor shows a 0%, as they do not charge their fish market tenant any percentage rent.

Location

Percentage Rent Comparables – Fish Markets – Ground Leases
Percentage Rent

Morro Bay
Moss Landing
Port of San Francisco
Port of San Luis
Ventura Harbor

3% to 5%
2%
8.5%
4.5% to 5%
1%

Overall, a rate of 4.00% to 5.00% is reconciled which is slightly above Moss Landing and near
Morro Bay. This rate is also above the less active ports of Moss Landing and Ventura. San
Francisco is superior and Port of San Luis is similar. Overall, there is some overlap with the retail
and restaurant rates, but the fish processing would be less than retail and restaurant rates.
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SPECIALTY STORES (RETAIL) – PERCENTAGE RENT
The following table summarizes our findings for specialty stores (retail). Santa Cruz Harbor is
showing a 0%, as they calculate rent on a price per square foot basis only.

Location

Percentage Rent Comparables – Retail – Ground Leases
Percentage Rent

Morro Bay
Moss Landing
Port of San Diego
Port of San Luis
Santa Barbara Harbor
Santa Cruz Harbor
Ventura

3% to 5%
5%
15%
10%
10%
0%
3%

Overall, percentage rents for retail show a bifurcated rate with a low of 3% to 5% and then 10%
to 15%. The higher rates are more typical of traditional tourist locations (San Diego, San Luis
and Santa Barbara). The lower rates are more typical of less visited or known destinations such
as Morro Bay, Moss Landing and Ventura. Considering the subject’s location in Monterey (high
name visibility for tourism), and wharf location, a rate of 10% to 12% is reconciled which is most
reflective of the Port of San Diego, Port of San Luis and Santa Barbara.

CHARTER BOATS – PERCENTAGE RENT
The following table summarizes our findings for charter boats. Moss Landing Harbor and Santa
Cruz Harbor show 0%, as these harbors charge slip and license fees only (no actual rent or
percentage rent).
Percentage Rent Comparables – Charter Boats – Ground Leases
Location
Percentage Rent
Morro Bay
Moss Landing
Port of San Diego
Port of San Luis
Santa Barbara Harbor
Santa Cruz Harbor
Ventura

3% to 5%
0%
5%
8%
15%
0%
3% to 5%

Overall, percentage rents for Charter Boats has a wide range from 3% to 15%. Moss Landing
and Santa Cruz do not charge on a percentage basis, but rather a per use basis, or per square
foot. Santa Barbara is slightly skewed because the indicated percentage rent is based on an
overage rent (above a base). Therefore, a higher percentage is associated with only the excess
rent. The remaining comparables show a more reasonable range from 3% to 8%. Overall, it is
reasonable to reconcile a percentage rent from 5% to 6% which strongly correlates with Morro
Bay, Port of San Diego, Port of San Luis and Ventura.
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FOOD AND BEVERAGE – RENTS PER SQUARE FOOT
The following table summarizes our findings for food and beverage services, which includes fullservice restaurants only.
Rent Comparables – Food & Beverage (Restaurants) – Ground Leases
Location
Price per Square Foot Per Month
Morro Bay
Moss Landing
Port of San Diego
Port of San Luis
Santa Barbara Harbor
Santa Cruz Harbor
Ventura

n/a (Includes Buildings)
$1.33
n/a (Includes Buildings)
$0.41 to $1.71
n/a (Includes Buildings)
$1.28 to $2.34
$1.30 to $1.81

As seen from the data, it is clear that municipal ground leases favor percentage rent structure
for food and beverage tenants (restaurants). There is some market blurring of lease rates
regarding “pad” areas that are essentially ground leases and those where the rents include both
building and land area. Effectively, while the “buildings” are the tenants for the subject ground
lease areas the improvements are heavily depreciated and the benefit of the rental rate is the
wharf location. In addition, as noted, price per square foot is not heavily weighed by the various
ports. It would be reasonable to show a rent per square foot reconciliation for the subject
ranging from $1.50 to $1.75 per square foot of ground lease area.

FISH MARKETS – RENTS PER SQUARE FOOT
The table below shows the rents for fish markets on a per square foot basis.

Location

Rent Comparables – Fish Markets – Ground Leases
Price per Square Foot Per Month

Moss Landing
Santa Barbara Harbor
Ventura

$1.33
$2.50
$1.49

This unit indicator is slightly less reliable because of the lack of supportable data. However, the
comparables show a range from $1.33 to $2.50 per square foot. It is reasonable to conclude that
a fair market rent on a price per square foot basis would range from $1.30 to $1.50 per square
foot. This is shown at a rate lower than traditional food and beverage because of the lack of
alternative uses (beverage and bar services) typically associated with Fish Markets. However,
the rate does reflect the good location characteristics on the Wharf.
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SPECIALTY STORES (RETAIL) – RENTS PER SQUARE FOOT
The table below shows the rents for specialty stores (retail) on a per square foot basis.

Location

Rent Comparables – Retail – Ground Leases
Price per Square Foot Per Month

Moss Landing
Port of San Diego
Port of San Luis
Santa Barbara Harbor
Santa Cruz Harbor
Ventura

$0.64
Rents were for Buildings and Land
$0.41 to $1.71
Rent were for Buildings and Land
$2.24
$1.25 to $1.59

This unit indicator is slightly less reliable because of the lack of supportable data. However, the
comparables show a range from $.64 to $2.24 per square foot. It is reasonable to conclude that
a fair market rent on a price per square foot basis would range from $1.75 to $2.00 per square
foot. This is shown at a rate higher than traditional food and beverage because of typically
smaller size of the lease areas and more traditional store front. Please note F & B tend to be
elbow spaces, or larger areas providing anchor status to specialty retail.

CONCLUSION OF FAIR MARKET RENT FOR FOOD AND BEVERAGE, FISH MARKETS,
SPECIALTY STORES (RETAIL), AND CHARTER BOATS
The data gathered in our survey of comparable ports and harbors suggests the following market
rents. Please note, this includes a typical market reimbursement for all CAM’s which is typical
for wharf tenants.
The CAM charges should only apply to the ground lease pad area as consistent with the terms of
the leases.
The market also reflects a combination of Base Rent and Percentage Rent. While there are
variances with comparable port rents – the most consistent rent structure would show a Base
Rent based on the Price per Square Foot of lease area and Overage Rent per Month, or per
Quarter. The Overage Rent is the percentage rent paid over and above a guaranteed minimum
rent, or base rent.
Fair Market Rents by Category and Lease Type
Category
Ground Lease Ground Lease
Percentage
$/SF Month
Rate
F & B (Restaurants)
6.0% to 7.0%
$1.50 to $1.75
Fish Markets
4.0% to 5.0%
$1.30 to $1.50
Specialty Stores (Retail) 10% to 12%
$1.75 to $2.00
Charter Boats
4.0% to 5.0%
n/a
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FINAL RECONCILIATION
I analyzed the various items and elements in the market that affect fair market rents. Sufficient
data were assembled and analyzed for the purpose of judging the typical purchaser’s reaction in
the marketplace.
The comparison approach was the only methodology used to estimate the fair market rent for the
subject property; which is a city-owned commercial wharf. This property is leased to seven
concessions who operate commercial-fishing based operations (fish farm, retail fish markets,
fish processing, wholesale fish distribution, wet and ground fish offloading, equipment storage,
and wet fish pump houses) and one concession operating a restaurant. The comparable data
presented earlier was sufficient in quality and quantity to estimate the subject’s fair market rent.
Based on our investigation and analysis, subject to the assumptions and limiting conditions set
forth within the body of this report, it was our opinion as of July 27, 2012 that the subject
property had the following fair market rental:

FAIR MARKET RENTAL RATE
“Old Fisherman’s Wharf No. 1”
Fair Market Rents by Category and Lease Type
Category
Ground Lease Ground Lease
Percentage
$/SF Month
Rate
F & B (Restaurants)
6.0% to 7.0%
$1.50 to $1.75
Fish Markets
4.0% to 5.0%
$1.30 to $1.50
Specialty Stores (Retail) 10% to 12%
$1.75 to $2.00
Charter Boats
4.0% to 5.0%
n/a
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CERTIFICATION STATEMENT
I certify that, to the best of my knowledge and belief:


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



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



I have no present or prospective future interest in the property that is the subject of this
report, and have no personal interest with respect to the parties involved.



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



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



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



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



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



I certify sufficient competence to appraise this property through education and experience,
in addition to the internal resources of the appraisal firm.



The appraiser has not performed any prior services regarding the subject within the
previous three years of the appraisal date.



Lance W. Doré has made an inspection of the subject property.



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



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



As of the date of this report, Lance W. Doré, MAI, FRICS, MAI, FRICS has completed the
continuing education program of the Appraisal Institute.

TDG 2012 021

49



The date of fair market rent is July 27, 2012. The date of this report is September 19, 2012.

Lance W. Doré, MAI, FRICS
President / CEO
California-AG002464
lwdore@thedoregroup.com
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ADDENDA

TDG 2012 021

51

AREA MAP
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REGIONAL DESCRIPTION – MONTEREY COUNTY
LOCATION / OVERVIEW
Monterey County is situated near the midpoint of the
California and is famous for some of the world’s most beautiful
coastline including Big Sur, State Route 1, and 17-Mile Drive on
the Monterey Peninsula. The county lies 106 miles south of San
Francisco and 241 miles north of Los Angeles and has a land
area of 3,322 square miles. The Salinas Valley runs almost the
entire length of the county and is a rich agricultural center and
one of the nation's major vegetable producing areas. The 170mile long Salinas River, the third longest river in California,
winds through the valley and, along with its aquifer, serves as a
water supply for the region. Monterey County has two major
urban areas: Salinas and the Monterey Peninsula.
Salinas, the county's government center and its largest city, is located in the northern part of the Salinas
Valley. It has become a regional trade center for California's central counties and serves as the
industrial, commercial and residential hub of the valley. The Monterey Peninsula, along with other
coastal areas of the county, has long been a recreational destination for tourists from around the world.
Mild weather and picturesque scenery are a major draw, as well as historical monuments and numerous
tourist attractions.

TRANSPORTATION
The Transportation Agency of Monterey County (TAMC) partners with Caltrans, other county agencies,
and city governments to develop and maintain multiple modes of transportation throughout the county.
Major highways serving the county include Highway 101 (north/south), State Routes 1 and 183
(north/south), and State Routes 68, 146, 15, and 198 (east/west). These highways facilitate efficient
transport of goods and people throughout the region and are maintained in satisfactory condition
through ongoing repairs or expansion.
Long distance travel is offered by Amtrak via train and Greyhound Lines via bus. Monterey-Salinas
Transit provides bus service throughout most of Monterey County, with buses to Big Sur and King City
and San Jose. Monterey Airport is a 498-acre two-runway "medium non-hub" airport with passenger
service offered by American Eagle, Allegiant Air, United Airlines and US Airways. There is also a single
runway municipal airport in the city of Marina on the former site of the Fritzsche Army Air Field, which
closed in 1994.
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POPULATION / DEMOGRAPHICS
Per the 2010 census, Monterey County had a population of 415,057. This is only a 3.3% increase from
the 2000 census estimate of 401,762. Population growth in the county was steadily increasing
throughout the 1980s, declining in the early 1990s, and constant after this point. There has been a
significant amount of domestic migration out of the county as indicated by the negative net domestic
migration figures over the past decade. This is attributed to a lack of housing affordability and a
migration to areas with more affordable real estate.
According to 2010 census data, the county had 124,963 households with an estimated 3.12 persons per
household. There were 139,048 housing units and census data indicated a countywide homeownership
rate of 53.4% (between 2006-2010), which is slightly lower than the state (57.4%). The median value of
these owner-occupied units was $566,300. The median household income was $59,271 with 13.9%
below the poverty level.

REGIONAL ECONOMY
Monterey County had an unemployment rate of 15.4% as of January 2012. This compares to a state rate
of 10.9% and a national rate of 8.3% during the same period. The majority of the labor force resides on
the Monterey Peninsula and in Salinas, where there is also the majority of housing. Dole Fresh Vegetable
Company is the largest employer in the county, employing more than 5,000 people. There are also five
public employers with over 1,000 employees with the County of Monterey being the largest government
employer.
Monterey County’s economy is based largely on tourism in the coastal regions and agriculture in the
Salinas River Valley. Over the latter half of the first decade of 2000, Monterey County's economic
growth has managed to keep pace with the state and nation. In recent years, it has exceeded national
averages, which is particularly surprising given that the regional economy is dominated by agriculture,
an industry typically characterized by slow growth.
An expanding and increasingly vital part of the county's economic picture includes small business
development. Almost 70% of the businesses in Monterey County employ fewer than ten workers.
Existing small businesses and entrepreneurs already in the area are creating jobs in the local economy,
and public awareness of small businesses’ job creation capacity is increasing as well.
Following is a discussion of key economic influences in Monterey County:

AGRICULTURE
Of the county's total economic output, agriculture represents 17%, as compared with 2% for the nation
as a whole. Monterey County is the largest vegetable-producing county in the United States, and is
consistently one of the five most valuable agricultural producing counties in California. The 2010
Monterey County Crop Report reported agricultural production of over $4 billion for the county. Highvalue agricultural products (including wine grapes and vegetables) and higher value-added products
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(including bagged lettuce and dehydrated fruits/vegetables) account for the majority of this
productivity.

TOURISM
The coastline, mild weather, accessible beaches, wooded mountains historic landmarks and world class
hotels, restaurants and wineries, all in close proximity to several northern California metropolitan areas
have made Monterey County an important vacation and recreation region and the tourism industry a
major industry for Monterey County. The county accounted for just over 2% of statewide travel
spending, generating $1.5 billion and over 18,400 jobs in the county. The aforementioned unique
regional environmental resources continue to encourage the expansion of visitor serving industries and
investment.

RETAIL TRADE
Retail trade is one of a number of commercial sectors that drives the economy of the county. Many
jurisdictions enjoy a strong local retail sector because of their tourist orientation. Carmel and Monterey
are two communities that enjoy considerable benefit from tourist spending. The strongest retail
submarkets throughout 2011 were Salinas, Marina and the surrounding communities.

MILITARY
Despite the closure of Fort Ord in 1994, and the subsequent land transfers to local cities, the military still
maintains a presence in Monterey County with the Naval Postgraduate School, the Presidio of Monterey
(home of the Defense Language Institute), and the U.S. Army Reserve Training Center at Fort HunterLiggett. The former Fort Ord has provided a location for the California State University at Monterey Bay.

COMMERCIAL FISHERIES / MARINE RESEARCH
The commercial fishing industry in Monterey County has played an important historical role in the
nation, state, and the local community. Every year, millions of dollars’ worth of economic benefits are
generated for the community by the commercial fishing industry.
Designated in 1992, the Monterey Bay National Marine Sanctuary (MBNMS) encompasses over 5,000
square miles. The MBNMS has one of the most diverse and abundant assemblages of marine mammals
in the world. There are also more than 20 active marine research institutions in the broader MBNMS,
making this a recognized center for excellence in marine science.
The Monterey Bay is one of the most biologically diverse bodies of waters in the world, and the
underlying submarine canyon – part of the complex geology of the continental plate margin – is one of
the deepest underwater canyons along the continental United States. With a "laboratory" up to 4,000
meters deep only a few ship-hours from their base of operations, local scientists are able to conduct
research relevant too much of Earth’s water-covered sphere, and relate it to us on shore. Furthermore,
the Monterey Bay Aquarium is a favorite tourist attraction and major city employer. See Fishing
Industry Overview for details.
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REAL ESTATE DEVELOPMENT
The county has a variety of real estate development and property types. The high price of land, its
limited availability due to agricultural usage, and the current economic climate all contribute to limited
new construction.
R ESIDENTIAL
Monterey County is similar to other Northern California counties, in that it faces the issue of available
and affordable housing. Despite recent decreases, home prices are one of the highest in Northern
California. According to Dataquick Information Systems, as of January 2012, the median new home price
in Monterey County was $257,500. This is a 20.2% increase from January 2011. Because the local
economy is heavily tied to the agricultural industry of the Salinas and Pajaro Valleys, very little land is
available to accommodate new housing construction that can provide the economies of scale to assist
the low and moderate-income families. The county is seeking state and federal funding under the
various housing assistance programs to assist families with housing, however current high pricing levels
limit the ability of a significant portion of the local population to purchase a home and contribute to an
out-migration of area residents.
R ETAIL
As of the 4th Quarter 2011, shopping center vacancy within the county was 6.4%, a slight decrease from
6.6% in the 3rd Quarter and a nearly 1% decrease from one year ago. Vacancy has been steadily declining
for four consecutive quarters. Throughout 2011, the Monterey retail market absorbed 62,000 square
feet of previously vacant space. The current average annual asking rent for all types of retail space is
$15.83 per square foot (triple net), down 5% from the one year ago, but up from a low of $14.82 in the
3rd Quarter 2011.3
I NDUSTRIAL
The county has four industrial submarkets: Monterey (589,319 square feet of existing inventory), Sand
City/Seaside/Marina (1,246,224 square feet), Salinas/Castroville (15,283,355 square feet), and South
County (3,640,420 square feet). As of the 4th Quarter 2011, countywide industrial vacancy was 7.9%, an
increase from 6.4% in the 3rd Quarter as a result of occupancy losses of approximately 306,000 square
feet. Vacancy has been steadily increasing for four consecutive quarters. By year-end 2011, the
Monterey industrial market had a negative absorption of 404,000 square feet. The current average
asking rent for all types of industrial space is $0.48 per square foot, down only slightly from $0.51 one
year ago. The most active industrial users are food users and distribution/logistics firms. In order to see
any significant changes in vacancy throughout 2012, large users would have to relocate to the county as

3

Monterey County Shopping Centers Report Q4-2011, Terranomics Retail Services.
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demand from smaller uses and light manufacturing has been reduced. Cassidy Turley expects rental
rates to remain stable and vacancy to decrease to about 6%.4

SUMMARY
In the short term, Monterey County is still impacted by the remnants of the recessionary economy
mostly attributable to the retail services trade and softening of the residential markets. Affordable
housing will continue to be an issue impacting the area due to the inability of the lower-end service
employees to afford the area’s high property values. Several factors, including the strong agricultural
industry, the presence of the military, the established tourism industry, the year-round mild climate, and
overall quality of life, are primary reasons why the region is expected to continue to grow over time
despite the current economy.

4

Industrial Market Snapshot (Monterey County), Fourth Quarter 2011, Cassidy Turley Commercial Real Estate Services.
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NEIGHBORHOOD MAP
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CITY DESCRIPTION – CITY OF MONTEREY
LOCATION / ACCESS
The city of Monterey is located in the north-western
portion of Monterey County on the southern edge of
Monterey Bay. It has a land area of 8.62 square miles.
The city has historical significance for the State of
California and is a popular tourist destination for visitors
coming from all over the world. Given its coastal location,
this area has always been strategically significant to the
military, who has maintained a presence here since the
city's founding. The city is bounded by Del Monte Forest,
Pebble Beach, and Carmel (west/northwest), the
communities of Sand City, Seaside and Del Rey Oaks (east), Monterey Bay and the city of Pacific Grove
(north), and Monterey County lands (south/southwest). Further north are the cities of Santa Cruz (42
miles), San Jose (72 miles), and San Francisco (118 miles). These cities provide major goods and services
to the Monterey coastal region.
The city is accessible via State Route 68 (north/south) and State Route 1 (east/west). State Route 218
(north/south) connects SR 1 and SR 68 via Seaside and Del Rey Oaks. Other major thoroughfares include
Aguajito Road, Munras Avenue, Fremont Street, and Del Monte Avenue. Together these thoroughfares
provide good access to the city. Monterey-Salinas Transit provides daily bus service throughout
Monterey County from Simoneau Plaza in downtown Monterey. Seasonal summer service to Big Sur and
free trolley service along Monterey's waterfront is also provided. Air transportation is provided by
Monterey Peninsula Airport, which provides passenger, commercial and charter service.

POPULATION / DEMOGRAPHICS
According to 2010 Census data, the population of the city of Monterey was 27,810, which was a
decrease of (6.3%) from the 2000 population estimate of 29,674. Based on historic trends, the city
continues to experience a decline in population largely a function of the majority of the residents being
unable to afford housing in the city and moving to more affordable areas of the county.
According to Census 2000, the city’s average population per household was 2.08 persons, and the
average family size was 2.81 persons. There were 13,584 housing units, of which 4,360 (35.8%) were
owner-occupied and 7,824 (64.2%) were renter-occupied housing units. The median age was 36.9 years.

SERVICES
The city of Monterey has adequate schools, police and fire protection, medical and public facilities, and
utilities. There are several institutes of higher education and a community college in the area, as well as
the Monterey Peninsula Unified School District. There is one city-maintained police station and four fire
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stations. Pacific Gas & Electric provides natural gas and electricity and water/sewer services are
provided by Cal-American Water Company. The city also has a public library, several city parks, and a
variety of cultural venues. Monterey Harbor and the Monterey Municipal Marina, which are under the
jurisdiction of the Monterey Harbormaster, are located within city limits along Del Monte Avenue and
provide access to a variety of recreational and commercial opportunities, including boat launching, for
both residents and visitors.

TOURISM
Monterey is a popular tourist destination in California. Local attractions within the city limits include, but
are not limited to, the Monterey Bay Aquarium, Cannery Row, and Fisherman’s Wharf. The Monterey
Jazz Festival also attracts visitors to the area every September. Cannery Row, named after John
Steinbeck’s novel set here during the height of the sardine industry, has numerous shops, restaurants,
and activities catering to tourists. Located at the southern end of Cannery Row, the aquarium is one of
the largest and most renowned in North America in terms of its scientific significance and tourist
attraction. Lake El Estero is a popular local destination for paddle boarding and bird watching. Other
popular activities include kayaking, scuba diving, surfing, whale watching, golf and shopping.

FISHERMAN’S WHARF NO. 1
In 1870 the Pacific Coast Steamship Company constructed a wharf at Monterey for regular passenger
and freight service, with ships arriving four times weekly. Growth of the sardine industry and the need
to keep the Wharf in better repair prompted the City Council to assume ownership of the pier in 1913.
By 1916 the City had purchased the Wharf and expanded the Wharf, providing services to the fishing
fleet and to the freight business. By 1920 the Wharf served as location for warehouses, nearly 20
wholesale and retail fish outlets, a marine service station, a restaurant, and an abalone shell grinding
business.
After World War II the character of the wharf changed as the sardines disappeared and the Wharf was
converted to a tourist-oriented operation. By 1956 the users of Fisherman's Wharf included restaurants,
gift and candy shops, a theater, an aquarium, snack bars, boat rental businesses, fish markets, marine
machine shops and a marine service station. The character of Fisherman’s Wharf No. 1 still remains as a
visitor draw center for the City of Monterey.

MILITARY PRESENCE
The city’s strategic coastal location has resulted in a military presence beginning with Presidio of
Monterey established in the late-1700s. Today the Defense Language Institute (DLIFLC), the Naval
Postgraduate School (NPS), and Fleet Numerical continue the military tradition. The DLIFLC is a language
school serving approximately 3,500 active and reserve domestic military personnel, foreign military
students, and civilian personnel working in the federal government and various law enforcement
agencies. The NPS is a graduate level research university offering master and doctoral programs in 60+
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fields of study. Fleet Numerical provides worldwide meteorology and oceanography support to U.S. and
coalition forces.

REAL ESTATE DEVELOPMENT
The city of Monterey has numerous land-use plans in order to facilitate orderly development. The goal
of these plans is to maintain distinct development zones and consistency in development standards, as
well as facilitating redevelopment and historical preservation. As a result, the city of Monterey is an
attractive city that has a long-standing positive reputation.
Two factors have a significant impact on development opportunities in the city. There are a limited
amount of available sites to facilitate new construction. Those sites that are available almost always
have existing older structures resulting in the need for costly demolition. As a result, most developers
seek out more affordable land in unincorporated Monterey County. In order to encourage development
within the city, particularly affordable housing, the city has various incentive programs. In addition to
the often prohibitive cost of development, the limited availability of water also places significant
constrains on new development in the city. The city has adopted programs to address water capacity
giving preference to affordable housing projects.
Monterey is approximately 80-90% built-out with most existing properties constructed between
approximately 1940 and the mid-2000s. It is estimated that over 60% of city housing is over 40 years old.
The majority of new housing is high density and replaces older low density structures. As a result, the
city has a higher ratio of multi-family housing than other cities in the county. The homeownership rate is
significantly lower than the state average due to the high cost of land within the city limits. The city
makes ongoing efforts to preserve existing single family homes and encourage the development of forsale condominiums in order to keep homes available for private ownership. 5
The city has several commercial business districts. Cannery Row is a major tourist attraction with a wide
variety of shopping, cultural, and entertainment businesses. The recently upgraded and expanded Del
Monte Center is the regional shopping center and is home to 90+ businesses. Downtown Monterey has
been the economic center of the city since its inception and is the location of the Old Monterey Market
Place. Heritage Harbor on the downtown waterfront is where professional or service-based businesses
can find relatively lower cost space. New Monterey, which is just three blocks from Cannery Row, is a
growing hub for an eclectic mix of businesses. North Fremont is east of Highway 1, adjacent to the
Monterey Fairgrounds, and is home to service and retail businesses capitalizing on the high traffic to the
area.
The city attracts technologically advanced companies who take advantage of the international
environment, close proximity to Silicon Valley and its complementary high tech businesses, a language-

5
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skilled workforce, access to transportation, and a high quality of life. Industrial development is primarily
in Ryan Ranch and on Garden Road. Ryan Ranch is an excellent quality industrial park catering to high
tech companies located on SR- 68, near the airport. Garden Road is adjacent to the airport and has
several high quality office and industrial buildings.

CONCLUSION
The city of Monterey is relatively stable in terms of growth and development and makes a concerted
effort toward maintaining consistent development standards and redeveloping blighted properties. As a
result of expensive real estate, the city has seen a decline in population as younger generations move to
areas with more affordable housing. Efforts are ongoing to increase the inventory of affordable housing
and water availability. The city is a popular tourist destination and is well-served by local and state
highways and public transportation enabling it to attract visitors, a variety of businesses, and residents
seeking to take advantage of the high quality of life. The outlook for the city is considered to be
favorable.
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PROPERTY DESCRIPTION
SITE
Location:

Old Fisherman’s Wharf No. 1, Monterey, Monterey County,
California 93940.

Current Use of the
Property:

The subject is a portion of a waterfront wharf, located in the City of
Monterey, Monterey County, California 93940. There are extensive
improvements in the form of retail shops, restaurants, fish markets,
and charter boat operations serving tourists and locals. The
improvements (buildings) are tenant-owned, but they are located
on a pier and foundation system which is city-owned. The subject
includes three master tenants (Concessions 7, 18, and 5) who
occupy 7,372 total square feet of leasable area.

Site Size:

Not available. Subject is situated on a wharf constructed on pilings
over submerged land.

Frontage/Access:

The subject property has paved access in the form of a pier.

Topography:

Level

Soil Conditions:

N/A

Hazardous Substances:

I observed no evidence of toxic or hazardous substances during my
inspection of the site. I was not provided with a Phase I
Environmental Assessment Report or any other reports addressing
potentially hazardous materials on or near the subject property.
My physical inspection of the property did not reveal any apparent
contamination by hazardous chemicals. Also, the subject is not
listed as a hazardous site per the Hazardous Waste and Substances
Sites List compiled by the California Environmental Protection
Agency. Note that I have no expertise in evaluating toxic or
hazardous site conditions and are unable to make substantiated
remarks in this field of study.
Therefore, no warranty is made as to the condition of the property
relative to hazardous chemicals or toxic wastes. The client is urged
to retain an expert in this field if the existence of such materials is
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suspected. This analysis was based on the assumption that no
hazardous chemical contamination of any kind exists at the subject
land.
Utilities:

Electricity: Pacific Gas & Electric
Sewer: Monterey Regional Water Pollution Control Agency
Water: Cal-American Water Company
Natural Gas: N/A
Underground Utilities: N/A
Adequacy: All major utilities are readily available to the subject.

Flood Zone:

The subject is located in an area mapped by the Federal Emergency
Management Agency (FEMA). The subject is located in FEMA flood
zone VE, which is classified as a flood hazard area. Zone VE
corresponds to areas within the 1-percent annual chance coastal
floodplain that have additional hazards associated with storm
waves.
FEMA Map Number: 06053C0307G, dated April 2, 2009
Mandatory flood insurance purchase requirements apply.

Earthquake Zone:

Zone 4, which is the highest seismic zone.

Earthquake Zone
Comments:

The assumption was made that any future development of the
property, if any, will occur in accordance with all appropriate
regulations and ordinances regarding grading, fill, and applicable
building codes.
According to geographic maps reviewed for this appraisal, the
subject property is within close proximity to a major fault system.
The San Andreas Fault lies to the east of the subject. This type of
influence is typical within the subject area and is not considered to
affect the subject to any lesser or greater degree than the
comparables used in this analysis. Therefore, it was not considered
to adversely impact the conclusions.

Environmental Issues:

None noted.

Encumbrance /

I did not observe any adverse easements or encroachments. Please
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Easements:

note, the subject lease areas are part of public areas (Wharf No. 2)
and therefore there is significant influence of public use. This is
typical for public lands where the government is the lessor. Based
on the decision in Gion v. The City of Santa Cruz and Dietz v. King,
consolidated in (1970) 2 Cal.3d 29, "Gion-Dietz", it did appear there
may be an implied dedication by the public on the subject property.

ZONING
LAND USE CONTROLS
Zoning Code

No applicable zoning overlay per the City of Monterey,
but governed by the Wharf Master Plan (Resolution
9000).

Zoning Description

Zoning Density/FAR

The Wharf Master Plan established the development
regulations and permit procedures needed to maintain
the uniqueness that makes the Fisherman's Wharf a
popular attraction for local residents and visitors.
N/A

Actual Density of Use

N/A

Current Use Legally Conforming

Current use as a commercial/retail wharf is legally
conforming to the Wharf Master Plan.

Zoning Change Likely

A zoning change is unlikely.

Zoning Change Description

N/A

Set Back Distance

N/A

Side Yard Distance

N/A

Zoning Comments

None.
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DEFINITIONS
Fair Market Rent is defined as:
The rental income that a property would most probably command in the open
market; indicated by the current rents paid and asked for comparable space as of
the date of appraisal.
A Fee Simple estate is defined as:
Absolute ownership unencumbered by any other interest or estate, subject only to
the limitations imposed by the governmental powers of taxation, eminent domain,
police power, and escheat.
A Leased Fee interest is defined as:
A freehold (ownership interest) where the possessory interest has been granted to
another party by the creation of a contractual landlord-tenant relationship (i.e., a
lease).
Marketing Time is defined as:
An opinion of the amount of time it might take to sell, or lease a real or personal
property interest at the concluded market value or lease rate during the period
immediately after the effective date of the appraisal.
Marketing time differs from exposure time, which is always presumed to precede
the effective date of the appraisal.
Advisory Opinion 7 of the Appraisal Standards Board of The Appraisal Foundation
and Statement on Appraisal Standards No. 6, "Reasonable Exposure Time in Real
Property and Personal Property Market Value Opinions" address the determination
of reasonable exposure and marketing time.
Exposure Time is defined as:
1. The time a property remains on the market.
2. The estimated length of time the property interest being appraised would have been
offered on the market prior to the hypothetical consummation of a sale, or lease at
market value, or market rent on the effective date of the appraisal; a retrospective
estimate based on an analysis of past events assuming a competitive and open market.
Gross Building Area (GBA): Total floor area of a building, excluding unenclosed areas, measured
from the exterior of the walls of the above-grade area. This includes mezzanines and basements
if and when typically included in the region.
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LIMITING CONDITIONS AND ASSUMPTIONS
Acceptance of and/or use of this report constitutes acceptance of the following limiting
conditions and assumptions; these can only be modified by written documents executed by
both parties.
This report was completed per the requirements of the Uniform Standards of Professional
Appraisal Practice (USPAP) and those additional requirements expected of a member of the
Appraisal Institute. The development process used was a complete analysis and documented in
the summary appraisal report.
I was not provided with a Phase I Environmental Assessment Report or any other reports
addressing potentially hazardous materials on or near the subject property. My physical
inspection of the property did not reveal any apparent contamination by hazardous chemicals.
Also, the subject is not listed as a hazardous site per the Hazardous Waste and Substances Sites
List compiled by the California Environmental Protection Agency. Note that I have no expertise
in evaluating toxic or hazardous site conditions and are unable to make substantiated remarks in
this field of study. Therefore, no warranty is made as to the condition of the property relative to
hazardous chemicals or toxic wastes. The client is urged to retain an expert in this field if the
existence of such materials is suspected. This analysis was based on the assumption that no
hazardous chemical contamination of any kind exists at the subject land.
I was not provided engineering studies or detailed plans for alternative development. I was also
not provided with site development costs for existing improvements. My projections for cost
estimates are assumed reliable for existing improvements. I was provided with site development
costs for proposed improvements which were considered as reliable estimates.
The title was presumed to be good and merchantable. The property were appraised as if free
and clear of any encumbrances, unless otherwise stated in this report.
I did not review a Biological Survey detailing possible biological species. Without a recent
biological survey of the property, it could not be determined which species are actually on or
frequent the parcels. Still, the vegetation cover on the subject land is typical for the area, and
may provide habitat for many indigenous animal species found throughout the area.
No opinion is expressed with regard to potential seismic impact and it was assumed that the
subject’s potential risks are similar to those shared by most properties in the subject area and
generally within Northern California. I make no warranty as to the seismic stability of the subject
lands. The assumption was made that any future development of the property, if any, would
occur in accordance with all appropriate regulations and ordinances regarding grading, fill, and
applicable building codes.
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GENERAL CONDITIONS AND ASSUMPTIONS
The Report has been made subject to the following assumptions and limiting conditions:
This appraisal is to be used only for the purpose stated herein. While distribution of this
appraisal in its entirety is at the discretion of the client, individual sections shall not be
distributed; this report is intended to be used in whole and not in part.
No part of this appraisal, its rental estimates or the identity of the firm or the appraiser(s) may
be communicated to the public through advertising, public relations, media sales, or other
media.
All files, work papers and documents developed in connection with this assignment are the
property of THE DORÉ GROUP. Information, estimates and opinions are verified where possible,
but cannot be guaranteed. Plans provided are intended to assist the client in visualizing the
property; no other use of these plans is intended or permitted.
No opinion is intended to be expressed and no responsibility is assumed for the legal description
or for any matters that are legal in nature or require legal expertise or specialized knowledge
beyond that of a real estate appraiser. Title to the Property is assumed to be good and
marketable and the Property is assumed to be free and clear of all liens unless otherwise stated.
No survey of the Property was undertaken.
The information contained in the Report or upon which the Report is based has been gathered
from sources the Appraiser assumes to be reliable and accurate. The owner of the Property may
have provided some of such information. Neither the Appraiser nor THE DORÉ GROUP shall be
responsible for the accuracy or completeness of such information, including the correctness of
estimates, opinions, dimensions, sketches, exhibits, and factual matters. Any authorized user of
the Report is obligated to bring to the attention of THE DORÉ GROUP any inaccuracies or errors
that it believes are contained in the Report.
The Report is to be used in whole and not in part. No part of the Report shall be used in
conjunction with any other analyses. Publication of the Report or any portion thereof without
the prior written consent of THE DORÉ GROUP is prohibited. Reference to the Appraisal Institute
or to the MAI designation is prohibited. Except as may be otherwise stated in the letter of
engagement, the Report may not be used by any person(s) other than the party(ies) to whom it
is addressed or for purposes other than that for which it was prepared. No part of the Report
shall be conveyed to the public through advertising, or used in any sales, promotion, offering, or
SEC material without THE DORÉ GROUP's prior written consent. Any authorized user(s) of this
Report who provides a copy to, or permits reliance thereon by, any person or entity not
authorized by THE DORÉ GROUP in writing to use or rely thereon, hereby agrees to indemnify
and hold THE DORÉ GROUP, its affiliates and their respective shareholders, directors, officers
and employees, harmless from and against all damages, expenses, claims and costs, including
attorneys' fees, incurred in investigating and defending any claim arising from or in any way
connected to the use of, or reliance upon, the Report by any such unauthorized person(s) or
entity(ies).
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Except as may be otherwise stated in the letter of engagement, the Appraiser shall not be
required to give testimony in any court or administrative proceeding relating to the Property or
the Appraisal.
The Report assumes (a) responsible ownership and competent management of the Property; (b)
there are no hidden or unapparent conditions of the Property, subsoil or structures that render
the Property more or less valuable (no responsibility is assumed for such conditions or for
arranging for engineering studies that may be required to discover them); (c) full compliance
with all applicable federal, state and local zoning and environmental regulations and laws,
unless noncompliance is stated, defined and considered in the Report; and (d) all required
licenses, certificates of occupancy and other governmental consents have been or can be
obtained and renewed for any use on which the opinion contained in the Report is based.
The physical condition of the improvements considered by the Report is based on visual
inspection by the Appraiser or other person identified in the Report. THE DORÉ GROUP assumes
no responsibility for the soundness of structural components or for the condition of mechanical
equipment, plumbing or electrical components.
The forecasted potential gross income referred to in the Report may be based on lease
summaries provided by the owner or third parties. The Report assumes no responsibility for the
authenticity or completeness of lease information provided by others. THE DORÉ GROUP
recommends that legal advice be obtained regarding the interpretation of lease provisions and
the contractual rights of parties.
The forecasts of income and expenses are not predictions of the future. Rather, they are the
Appraiser's best opinions of current market thinking on future income and expenses. The
Appraiser and THE DORÉ GROUP make no warranty or representation that these forecasts will
materialize. The real estate market is constantly fluctuating and changing. It is not the
Appraiser's task to predict or in any way warrant the conditions of a future real estate market;
the Appraiser can only reflect what the investment community, as of the date of the Report,
envisages for the future in terms of rental rates, expenses, and supply and demand.
Unless otherwise stated in the Report, the existence of potentially hazardous or toxic materials
that may have been used in the construction or maintenance of the improvements or may be
located at or about the Property was not considered in arriving at the rental opinions. These
materials (such as formaldehyde foam insulation, asbestos insulation and other potentially
hazardous materials) may adversely affect the rents of the Property. The Appraiser is not
qualified to detect such substances. THE DORÉ GROUP recommends that an environmental
expert be employed to determine the impact of these matters on the opinion of rental rates.
If the Report is submitted to a lender or investor with the prior approval of THE DORÉ GROUP,
such party should consider this Report as only one factor, together with its independent
investment considerations and underwriting criteria, in its overall investment decision. Such
lender or investor is specifically cautioned to understand all Extraordinary Assumptions and
Hypothetical Conditions and the Assumptions and Limiting Conditions incorporated in this
Report.
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In the event of a claim against THE DORÉ GROUP or its affiliates or their respective officers or
employees or the Appraiser in connection with or in any way relating to this Report or this
engagement, the maximum damages recoverable shall be the amount of the monies actually
collected by THE DORÉ GROUP or its affiliates for this Report and under no circumstances shall
any claim for consequential damages be made.
If the Report is referred to or included in any offering material or prospectus, the Report shall be
deemed referred to or included for informational purposes only and THE DORÉ GROUP, its
employees and the Appraiser have no liability to such recipients. THE DORÉ GROUP disclaims
any and all liability to any party other than the party that retained THE DORÉ GROUP to prepare
the Report.
Any estimate of insurable value, if included within the agreed upon scope of work and
presented within this report, is based upon figures derived from a national cost estimating
service and is developed consistent with industry practices. However, actual local and regional
construction costs may vary significantly from my estimate and individual insurance policies and
underwriters have varied specifications, exclusions, and non-insurable items. As such, I strongly
recommend that the Client obtain estimates from professionals experienced in establishing
insurance coverage for replacing any structure. This analysis should not be relied upon to
determine insurance coverage. Furthermore, I make no warranties regarding the accuracy of
this estimate.
The appraiser may not divulge the material (evaluation) contents of the report, analytical
findings, or conclusions, or give a copy of the report to anyone other than the client, legal
authorities via subpoena, or the Appraisal Institute.
No environmental or impact studies, special market study or feasibility analysis were requested
or made unless otherwise specified in an agreement for services or in the report.
By use of this Report each party that uses this Report agrees to be bound by all of the
Assumptions and Limiting Conditions, Hypothetical Conditions and Extraordinary Assumptions
stated herein. The opinions are only as of the date stated in the Report. Changes since that date
in external and market factors or in the Property itself can significantly affect the conclusions in
the Report.
No hidden or unapparent conditions of the property, subsoil or structure, which would make the
property more or less valuable, were discovered by the appraiser(s) or made known to the
appraiser(s). No responsibility is assumed for such conditions or engineering necessary to
discover them. Unless otherwise stated, this appraisal assumes there is no existence of
hazardous materials or conditions, in any form, on or near the subject property.
Unless otherwise state in this report, the existence of hazardous substances, including without
limitation asbestos, polychlorinated biphenyl, petroleum leakage, or agricultural chemicals,
which may or may not be present on the property, was not called to the attention of the
appraiser nor did the appraiser become aware of such during the appraiser’s inspection. The
appraiser has no knowledge of the existence of such materials on or in the property unless
otherwise stated. The appraiser, however, is not qualified to test for such substances. The
presence of such hazardous substances may affect the rental rates of the property. The rental
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rate opinions developed herein is predicated on the assumption that no such hazardous
substances exist on or in the property or in such proximity thereto, which would cause a loss in
rents. No responsibility is assumed for any such hazardous substances, nor for any expertise or
knowledge required to discover them.
Unless stated herein, the property is assumed to be outside of areas where flood hazard
insurance is mandatory. Maps used by public and private agencies to determine these areas are
limited with respect to accuracy. Due diligence has been exercised in interpreting these maps,
but no responsibility is assumed for misinterpretation.
Good title, free of liens, encumbrances and special assessments is assumed. No responsibility is
assumed for matters of a legal nature.
Necessary licenses, permits, consents, legislative or administrative authority from any local,
state or Federal government or private entity are assumed to be in place or reasonably
obtainable.
It is assumed there are no zoning violations, encroachments, easements or other restrictions
which would affect the subject property, unless otherwise stated.
The appraiser(s) are not required to give testimony in Court in connection with this appraisal. If
the appraiser is subpoenaed pursuant to a court order, the client agrees to pay the appraiser(s)
THE DORÉ GROUP’s regular per diem rate plus expenses.
Appraisals are based on the data available at the time the assignment is completed.
Amendments/modifications to appraisals based on new information made available after the
appraisal was completed will be made, as soon as reasonably possible, for an additional fee.
Americans with Disabilities Act (ADA) of 1990 A civil rights act passed by Congress guaranteeing
individuals with disabilities equal opportunity in public accommodations, employment,
transportation, government services, and telecommunications. Statutory deadlines become
effective on various dates between 1990 and 1997. THE DORÉ GROUP has not made a
determination regarding the subject’s ADA compliance or non-compliance. Non-compliance
could have a negative impact on rental rates; however this has not been considered or analyzed
in this appraisal.
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