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CEO BUL Q2

Valley Water

To: Board of Directors
From: Rick L. Callender, CEO

Weeks of April 7 - April 20, 2023

Board Executive Limitation Policy EL-7:

The Board Appointed Officers shall inform and support the Board in its work. Further, a BAO shall 1) inform the
Board of relevant trends, anticipated adverse media coverage, or material external and internal changes,
particularly changes in the assumptions upon which any Board policy has previously been established and 2)
report in a timely manner an actual or anticipated noncompliance with any policy of the Board.

Item IN THIS ISSUE

1 Recurring Report on Personnel Vacancies

Safe, Clean Water Grant Closeout: Milpitas Unified School District’s Valley Water

2 Refill Station Grant Project - Milpitas High School

Safe, Clean Water Grant Closeout: South County Compassion Center’s South
County Creeks Team Project

1™
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U.S. Army Corps of Engineers (USACE) Engineering with Nature Workshops

Estremera

At the 03/28/23 Board meeting, Director Estremera requested that staff include a
draft letter addressed to the San Jose Mayor and Council regarding recycled water
commitment and reactivating the Joint RWC Committee, with the RWC
recommendation coming to the Board on 4/11/23.

R-23-0002

[3,]

Eisenberg
Provide Director Eisenberg with the number of severance agreements we've

entered into for the past two years. She would like to see the severance
agreements as well.
1-23-0014

(<)}

Eisenberg
Provide Director Eisenberg with the number of PERB, DFEH, and EEOC

complaints Valley Water received in the past 5 years.
1-23-0015

I~
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Weeks of April 7-April 20, 2023

1. Recurring Report on Personnel Vacancies

Valley Water strives to attract, develop and retain a talented and diverse workforce. Our employees
come from diverse, cultural and professional backgrounds. The district promotes high performance,
diversity and equal employment opportunities.

Per the Board's request, a monthly report on staffing levels and vacancies will be provided. The
following is information through March 2023.

Valley Water Staffing Levels:

909 - Total Positions

847 - Number of positions filled
62 - Total Vacant positions

7% - Current Vacancy Factor

For further information, please contact Patrice McElroy at (408) 630-3159.

2. Safe, Clean Water Grant Closeout: Milpitas Unified School District’s Valley Water Refill
Station Grant Project - Milpitas High School

In Fiscal Year 2023, Valley Water awarded Milpitas Unified School District a $5,000 Safe, Clean
Water Program F9 Valley Water Refill Station Grant for their Milpitas High School Project (Project).
Milpitas Unified School District completed the Project on February 28, 2023 and submitted the final
invoice items on February 28, 2023, allowing for grant closeout.

Milpitas Unified School District is a public school district that primarily serves school-age students
(pre-K through 12w grade) within the City of Milpitas. The grant funds were used to install and
maintain a new water bottle refill station near a bathroom at Milpitas High School in Milpitas, CA.
The Project will continue to increase drinking water access to more than 3,000 students in the 9-12
grades and encourage the use of reusable water bottles. The station features a counter that tracks
how many plastic water bottles are saved each time it is used to refill a water bottle. The Project
was the first awarded grant under the F9 Valley Water Refill Station Program and was led in part
by a Valley Water Youth Commissioner from Milpitas.

Key Outcomes:
¢ Installed one new water bottle refill station to serve more than 3,000 students at Milpitas
High School
e Saved over 150 plastic water bottles within two weeks of installing the water bottle refill
station
¢ Promotes the use of reusable water bottles and reduces the amount of plastic water bottle
waste generated by the school.

For further information, please contact Donald Rocha at (408) 630-2338.
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Weeks of April 7-April 20, 2023

3. Safe, Clean Water Grant Closeout: South County Compassion Center’s South County
Creeks Team Project

In Fiscal Year 2018, Valley Water awarded South County Compassion Center a $15,000 Safe,
Clean Water Program B7 Grant for their South County Creeks Team Project (Project). South County
Compassion Center completed the Project on April 30, 2022 and submitted the final invoice items
on March 8, 2023, allowing for grant closeout.

The South County Compassion Center, previously known as Gilroy Compassion Center, is a non-
profit 501(c)(3) organization committed to providing resources to meet the needs of the unhoused
community in the cities of San Martin, Morgan Hill and Gilroy located in South Santa Clara County.
South County Compassion Center’s Project was a pilot program designed to allow for year-round
education and outreach to the unhoused population along creeks in the city of Gilroy, with the goal
of reducing contaminants entering the waterways and engaging the population in creek cleanups.
The grant funds provided training to staff and unhoused volunteers by educating them about the
harmful effects of contaminants entering the waterways and groundwater. South County
Compassion Center conducted on-site visits to the creeks to identify hot spot areas and distribute
outreach materials including cleanup supplies and resources on shelters and agencies that work
with the unhoused population. The grantee developed educational materials, such as flyers, about
safety measures and resources when encountering different contaminants while working along the
creeks. South County Compassion Center also hired a junk removal service to pick up bagged
garbage at the designated locations.

Key Outcomes:
o Engaged 25-50 unhoused individuals who participated in creek cleanup activities.
o Removed 225 cubic yards of garbage that weighed approximately 33.83 tons.
o Developed and distributed educational materials on contaminants and outreach materials
for unhoused resources.

For further information, please contact Donald Rocha at (408) 630-2338.

4. U.S. Army Corps of Engineers (USACE) Engineering with Nature Workshops

Engineering With Nature is an initiative of the U.S. Army Corps of Engineers (USACE) that aims to
promote more sustainable delivery of economic, social, and environmental benefits associated with
infrastructure. Flood risk management projects attempting to integrate the concepts of Engineering
with Nature solutions in the San Francisco Bay Area meet significant implementation barriers,
largely due to uncertainty in permitting and mitigation requirements for project implementation, as
well as the long-term operation and maintenance. The USACE looks to local agency sponsors such
as Valley Water to help support their effort to identify and document the technical and regulatory
aspects of barriers to Engineering with Nature flood risk management projects via two USACE-
sponsored workshops. Evaluation of the issues by Engineering with Nature experts at the USACE
with input from local agencies and regional resource agencies will establish a foundation for a
shared understanding of the technical and regulatory problems, opportunities, objectives, and
constraints in implementing Engineering with Nature solutions.

The desired outcome of this effort is a more efficient process for regulatory approvals for flood risk
project implementation and associated maintenance. The Pajaro Regional Flood Management
Agency is also a local sponsor for this effort, which is being fully funded by the USACE with in-kind
support from Valley Water. The workshops are expected to take place in May and August 2023.

For further information, please contact Bhavani Yerrapotu at (408) 630- 2735.
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Weeks of April 7-April 20, 2023

5. Estremera
At the 03/28/23 Board meeting, Director Estremera requested that staff include a draft
letter addressed to the San Jose Mayor and Council regarding recycled water
commitment and reactivating the Joint RWC Committee, with the RWC recommendation
coming to the Board on 4/11/23.
R-23-0002

Item No. *4.2 of the April 11, 2023; Board of Directors regular meeting amended agenda was
published that provided draft copies for Board consideration of the letters to the cities of San Jose
and Santa Clara to use the existing JRWPAC to continue discussing a purified water project in San
Jose.

The following is the link to the published April 11, 2023 meeting agenda:
https://scvwd.legistar.com/LegislationDetail.aspx?1D=6125581&GUID=0477D4BB-AD4B-4FA7-
8500-F56EOE69CA04&0Options=&Search=

For further information, please contact Vincent Gin at (408) 630-2633.

6. Eisenberq
Provide Director Eisenberg with the number of severance agreements we've entered into

for the past two years. She would like to see the severance agreements as well.
1-23-0014

In response to a request during an in-person meeting with the Chief Executive Officer (CEO), the
following is a response to the question of the number of severance agreements, including copies,
Valley Water entered into for the past two years.

Valley Water has entered into one severance agreement within the past two years. A copy of the
agreement was separately provided to the Board.

For further information, please contact Patrice McElroy at (408) 630-3159.

7. Eisenberg
Provide Director Eisenberg with the number of PERB, DFEH, and EEOC complaints

Valley Water received in the past 5 years.
1-23-0015

In response to a request during an in-person meeting with the Chief Executive Officer (CEO), the
following is a response to the question regarding the number of Public Employment Relations Board
(PERB), Department of Fair Employment and Housing (DFEH), and Equal Employment Opportunity
Commission (EEOC) complaints that Valley Water had for the past 5 years in the following
described categories:

PERB: 1
DFEH: 5
EEOC: 12

For further information, please contact Patrice McElroy at (408) 630-3159.
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Report Name: Board Member Requests

1-23-0014

04/10/23

Eisenberg

Yoke
Orellana

Mcelroy
Hopper

Provide Director Eisenberg
with the number of
severance agreements we've
entered into for the past two
years. She would like to see
the severance agreements
as well.

04/30/23

1-23-0015

04/10/23

Eisenberg

Yoke
Orellana

Mcelroy
Hopper

Provide Director Eiesenberg
wtih the number of PERB,
DFEH, EEOC complaints
have we had for the past 5
years.

04/30/23

1-23-0016

04/12/23

Santos
Varela

Yerrapotu

Infante
Bourgeois

Provide the Board with an
update on the Sargent Ranch
acquistion (via a Non-agenda
report).

05/02/23




DocuSign Envelope ID: 0209DC2C-E927-4C5C-8292-B4402A208C25

/e./ Valley Water MEMORANDUM
FC 14 (08-21-19)
TO: Rick L. Callender, Esq. FROM: Karl Neuman, P.E., G.E.
Chief Executive Officer Acting Deputy Operating
Officer
SUBJECT:  Supplemental Information Regarding DATE:  April 3, 2022

Residential Real Estate Acquisitions for
the Coyote Creek Flood Management
Measures Project, Part of the Federal
Energy Regulatory Commission Order
Compliance Project

On October 25, 2022, the Board of Directors will be asked to consider and approve the
purchase of a residential parcel for the Coyote Creek Flood Management Measures Project
(CCFMMP), part of the Federal Energy Regulatory Commission Order Compliance Project.

Santa Clara Valley Water District (Valley Water) is undertaking the Anderson Dam Federal
Energy Regulatory Commission (FERC) Order Compliance Project (FOCP) as a result of
the February 20, 2020, directive from FERC to implement interim risk reduction measures
at Anderson Dam to protect the public from risk of dam failure due to seismic activity. The
approved FOCP includes four categories of actions including reservoir drawdown,
construction of the Anderson Dam Tunnel Project (ADTP) (anticipated to be completed in
2024), operation and maintenance following ADTP construction, and avoidance and
minimization measures (AMMs) necessary to reduce environmental and water supply
impacts during implementation of FOCP. To address the higher flows from operation of the
tunnel after its completion, flood management measures, identified and to be implemented
under the Coyote Creek Flood Management Measures Project (CCFMMP), were included
in the FOCP to reduce flood risks within urbanized areas of San José. Specifically, the
FOCP’s flood management measures include possible acquisition of impacted properties
or construction of floodwalls. The construction of CCFMMP is also anticipated to be
completed in 2024. The overall flood risk reduction objective of CCFMMP is protecting
areas of Coyote Creek against a flood event approximately equivalent to the February
2017 flood event. This goal will be met by the completion of CCFMMP.

During the planning process, the flood reduction alternatives for certain low-lying residential
parcels along Coyote Creek were considered. Nine residential parcels within the CCFMMP
were identified for possible acquisition. Each identified low-lying property is being evaluated
further during the design phase, while also soliciting the owner’s preference, to determine the
most suitable alternative disposition for each property.

The property to be considered for acquisition by the Board on April 11, 2023, is located at 120
Arroyo Way, San Jose and is owned by Donald Lieberman and Patricia Long, Trustees. After
receiving an appraisal from Associated Right of Way Services (Attachment 1), on March 26,
2022, Valley Water made an offer to Mr. and Mrs. Kovacevic in the amount of the appraisal
($2,475,000) which was deemed to be the fair market value representing just compensation.
Subsequently, Mr. Lieberman obtained a statement of valuation from Valbridge Property

Advisors dated February 23, 2023, (Attachment 2) which valued the property at $3,000,000.
W:\R_Estate\DOCUMENTS\13800-13899\Bill\13809mm_bm_Non-AgendaMemo_Lieberman.docx
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DocuSign Envelope ID: 0209DC2C-E927-4C5C-8292-B4402A208C25

The parties agreed to the $3,000,000 real property value established by the Valbridge Property
Advisors statement of valuation.

On August 4, 2022, Mr. and Mrs. Kovacevic were provided with a Conditional Entitlement
Letter (CEL) (Attachment 3) outlining the relocation benefits to which Mr. Lieberman and Ms.
Long, as displaced owner/residents, are entitled. One of these benéefits is a price differential
payment based on the anticipated cost of a decent, safe, and sanitary comparable
replacement dwelling. Based a real property value of $3,000,000, the amount of the price
differential payment determined to be the CEL is calculated to be $401,999. Mr. Lieberman
and Ms. Long retained a relocation specialist to review the CEL and provided a separate
opinion regarding the anticipated cost of a decent, safe, and sanitary comparable replacement
dwelling. In the relocation determination letter (Attachment 4), the relocation specialist
recommends a hybrid comparable list price of $5,106,000. Based on the $3,000,000
negotiated sale price, the price differential payment would be $2,106,000. The parties agreed
to a settlement of $800,000 for the relocation costs.

The final sale price of $3,800,000 represents a settlement of $3,000,000 for acquisition of the
real property and $800,000 for the price differential payment element of the Relocation Plan.

DocuSigned by:

karl Muman

ED3AQA2AL44E491.

Karl Neuman, P.E., G.E.
Acting Deputy Operating Officer
Watersheds Design and Construction

Attachments: Attachment 1 (Appraisal)
Attachment 3 (Statement of Valuation)
Attachment 2 (Conditional Entitlement Letter)
Attachment 4 (Relocation Determination Letter)

ec: M. Richardson, B. Yerrapotu, K. Neuman, B. Magleby

bm:rc

W:\R_Estate\DOCUMENTS\13800-13899\Bill\13809mm_bm_Non-AgendaMemo_Lieberman.docx
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ASSOCIATED
RIGHT OF WAY
SERVICES, INC.

" (RNEST & EMILY RENZEL HOUISE

Appraisal Report

for

Santa Clara Valley Water District
Coyote Creek Flood Management Measures Project

Lieberman / Long Property
120 Arroyo Way
San Jose, CA
APNSs: 467-29-027, -037

Prepared by:

Brian C. Drake, R/IW-AC
Appraiser

May 2022

=l

No. 22034

Associated Right of Way Services, Inc.
2300 Contra Costa Blvd., Suite 525
Pleasant Hill, CA 94523
925.691.8500
11



'[%S(_EHOTCCIDT:T‘S\?AY 2300 Contra Costa Blvd.
SERVICES, INC. st Hil, CA 94523

925.691.8500 phone
925.691.6505 fax
WWW.arws.com

May 26, 2022

Bill Magleby, SR/WA

Real Estate Services Unit Manager
Santa Clara Valley Water District
5750 Almaden Expressway

San Jose, CA 95118

Re: Coyote Creek Flood Management Measures Project
District File No.: 4021-288
Owner: Lieberman / Long
Property Address: 120 Arroyo Way, San Jose, CA
APNSs: 467-29-027, -037

Dear Mr. Magleby:

In accordance with our contract with the Santa Clara Valley Water District (Valley Water), an
appraisal has been made of the fair market value of the above referenced property as requested
for the Coyote Creek Flood Management Measures Project. The proposed property interest to be
acquired includes a full fee simple acquisition of the property that is the subject of this appraisal.

This Appraisal Report is prepared in conformance with the Uniform Standards of Professional
Appraisal Practice, Standard Rule 2-2(a). This report contains a description of the subject
property, the property interests to be acquired, and a valuation conclusion for the property to be
acquired. | have completed an inspection of the subject, gathered pertinent information, sales and
other data relevant to the valuation and analyzed the data to reach my conclusions.

The property owner was sent a Notice of Decision to Appraise letter dated April 25, 2022. | visited
the property appraised on May 04, 2022, the date of value. Property owners Don Lieberman and
Patricia Long were present at the time of the inspection.

The opinion of the fair market value of the property interests considered for acquisition for the
project is as shown in the following Summary of Salient Facts and Conclusions, which is made a
part of this transmittal letter and appraisal report and is subject to the Assumptions and Limiting
Conditions included herein. The accompanying report is submitted for your review and approval
for acquisition purposes.

Sincerely,

Brian C. Drake, R/IW-AC
State Certified General Appraiser
CA License No. AG031568
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Valley Water

ASSOCIATED
| WEEs
Coyote Creek Flood Management Measures Project SERVICES, INC.

APNs: 467-29-027, -037 — Lieberman / Long

Summary of Salient Facts and Conclusions

Fee Simple Interest

$2,475,000

Date of Valuation:

Assessor's Parcel Numbers:

Property Location/Address:

Owner:
Owner’s Address:
Owned Since:

Occupied By:

Principal Improvements:

Site Area;

Zoning:

General Plan:

Highest and Best Use:

As If Vacant
As Improved

Flood Hazard Information:

Earthquake Information:

May 4, 2022 (date of site visit)

467-29-027, -037

120 Arroyo Way, San Jose, CA 95112

Donald Lieberman and Patricia Long

120 Arroyo Way, San Jose, CA 95112

For more than five years

Property owner

Wood-framed, two-story single-family residence built in
1939 and expanded in the late 1940s (recently updated),
with 3,696 square feet of livable space, including 4
bedrooms and 3 bathrooms; two-car attached garage;
and partial unfinished basement

39,291 square feet or approximately 0.90 acre, with just
more than one half located within the confines of Coyote
Creek or riparian vegetation

R-1-8 — Single-Family Residence District

Residential Neighborhood and Open Space, Parklands,
and Habitat (portion in Coyote Creek)

Development of a single-family residence
Continue the current single-family residential use

Flood Zone AE, Map No. 06085C0253H, dated May 18,
2009

Not located in an Earthquake Fault Zone
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ASSOCIATED
Valley Water m RIGHT OF WAY
Coyote Creek Flood Management Measures Project SERVICES, INC.

APNs: 467-29-027, -037 — Lieberman / Long

Environmental Assessment: None provided. This appraisal assumes that no
environmental remediation would be required regarding
the subject property

Real Estate Taxes &

Assessment Data: Total taxes for the 2021/2022 tax year amount to
$6,517.96, including direct assessments of $1,406.62.
The tax rate is 1.17226%.

The intent of this appraisal assignment is to conduct an investigation approximating the
thoroughness that a typical buyer would conduct when considering similar property on the open
market in the subject’'s neighborhood and competing markets, and in conformance with the
necessary policies and techniques used by appraisers in developing an estimate of fair market
value.

The sales comparison approach is commonly the most accepted method to value improved
single-family residential properties and has been applied in the valuation of the subject. In the
sales comparison approach, searches of public records, real estate listings and sales services
were employed to obtain data. Relevant property sales were researched and confirmed to the
extent possible. The conclusion of value for the sales comparison approach is determined
following appropriate adjustments to properties that have sold and are similar to the subject. The
income approach is not considered applicable to this assignment, since this approach does not
typically apply to the valuation of improved single-family residential properties. The cost approach
has not been applied either, given the age of the subject improvements, and the difficulty in
estimating depreciation of older buildings.
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Valley Water _ m RIGHT OF WAY
Coyote Creek Flood Management Measures Project SERVICES, INC.

APNs: 467-29-027, -037 — Lieberman / Long

Subject Location Map
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ASSOCIATED
Valley Water m RIGHT OF WAY
Coyote Creek Flood Management Measures Project SERVICES, INC.

APNs: 467-29-027, -037 — Lieberman / Long
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Introduction

Purpose of the Appraisal

The purpose of this appraisal is to furnish an opinion of the fair market value of a full fee simple
acquisition of the property that is the subject of this appraisal for the Coyote Creek Flood
Management Measures Project.

Scope of Assignment

| inspected the subject to determine the size, condition, and utility of the land and any
improvements. Descriptive data about the subject was gathered from online data resources, such
as public record summary, Assessor's parcel map, aerial map, and flood map, in addition to any
data provided by the Client. The City of San Jose’s website was utilized to obtain data about land
use ordinances as they apply to the subject. Macro and micro-economic information was gathered
from the internet and various news publications. Market participants were interviewed. Analysis
of market conditions was completed, both general and specific to the market. Searches of public
records, real estate listings and sales services were employed to obtain comparable data.
Relevant property sales were researched and confirmed to the extent possible. The data and
conclusions are set out in the Valuation section of this report.

The Appraisal Report conforms to Standards Rule 2-2(a) of the Uniform Standards of Professional
Appraisal Practice. The information contained in this report is specific to the needs of the Client
and for the intended use stated in this report. | am not responsible for unauthorized use of this
report. The intent of this report is to provide sufficient data and analysis so as to have no
misleading information and a conclusion of value of high reliability.

Intended Use of the Appraisal
The intended use of the appraisal and report is to provide Valley Water with a basis for
determining just compensation to be offered and payable to the property owner for the proposed

full acquisition of the subject property. The appraisal report is subject to administrative review by
the Client.

Client and Intended User of the Appraisal

The Client and the intended user of this appraisal report is Valley Water.

Date of Valuation

The property in this report has been valued as of May 4, 2022. The date of value is the date of
the site inspection.
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Property Interest Appraised

This appraisal addresses the fee simple estate in the subject property. The fee simple estate is
defined as follows:

“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.”

(The Dictionary of Real Estate Appraisal, Seventh Edition, published by the Appraisal Institute)

Market Value Defined

(California Code of Civil Procedure, Section 1263.320)

“(@)  The fair market value of the property taken is the highest price on the date of valuation
that would be agreed to by a seller, being willing to sell but under no particular or urgent
necessity for so doing, nor obliged to sell, and a buyer, being ready, willing and able to
buy but under no particular necessity for so doing, each dealing with the other with full
knowledge of all the uses and purposes for which the property is reasonably adaptable
and available.

(b) The fair market value of property taken for which there is no relevant, comparable market
is its value on the date of valuation as determined by any method of valuation that is just
and equitable.”

Reasonable Exposure Time

Uniform Standards of Professional Appraisal Practice (USPAP 2020/2021 edition*: Definitions)
defines exposure time as follows:

“EXPOSURE TIME: an opinion, based on supporting market data, of the length of time
that the property interest being appraised would have been offered on the market prior to
the hypothetical consummation of a sale at market value on the effective date of the
appraisal.”

Exposure time is presumed to be a reasonably adequate and sufficient period of time with
adequate effort necessary to result in a sale fulfilling the definition of value. It is presumed to be
a period immediately preceding the effective date of value. However, based on the definition of
market value under the Code of Civil Procedure cited above, developing an opinion of exposure
time is not required. An opinion of exposure time has not been developed for this appraisal.

*USPAP’s 2020-21 edition is effective through December 31, 2022.
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Certification of Appraiser
| hereby certify that to the best of my knowledge and belief:
| have personally inspected the property that is the subject of this report.

The statements of fact contained in the appraisal report are true and correct, and the information
upon which the opinions expressed therein are based is correct; subject to the Limiting Conditions
therein set forth.

| understand that such appraisal may be used in connection with the proposed acquisition of the
entire subject property to be acquired by Valley Water and that to the best of my knowledge, no
portion of the value assigned to such property consists of items which are non-compensable
under the established law of the State of California.

Neither my employment nor my compensation for completing this assignment is in any way
contingent upon the values reported herein. My compensation is not contingent upon the
developing or reporting of predetermined values or direction in value that favors the cause of the
Client, the amounts of the value opinions, the attainment of a stipulated result or the occurrence
of a subsequent event directly related to the intended use of this appraisal.

I have not revealed the findings and results of such appraisal to anyone other than the proper
officials of the acquiring agency and | will not do so until so authorized by said officials, or until |
am required to do so by due process of law, or until | am released from this obligation by having
publicly testified as to such findings.

The owner or representative for the owner has been given an opportunity to accompany me during
the inspection of the subject property.

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

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

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

The reported analyses, opinions, and conclusions are limited only by the reported Assumptions
and Limiting Conditions, and are my own personal, impartial, unbiased professional analyses,
opinions, and conclusions.

Any decrease or increase in the fair market value of the subject real property prior to the date of

valuation caused by the project or improvements for which the subject property is acquired, or by
the likelihood that the property would be acquired for such project or improvements, other than
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due to physical deterioration within the reasonable control of the owner, has been disregarded in
appraising the subject property.

The reported analyses, opinions, and conclusions were developed, and this report, to the best of
my knowledge and belief, has been prepared in conformity with the Uniform Standards of
Professional Appraisal Practice (USPAP).

The opinion of fair market value for the proposed acquisition of the entire subject property as of
the date of valuation is set forth in the Summary of Salient Facts and Conclusions and is based
upon my independent appraisal and the exercise of professional judgment.

Daniel Gando aided with the confirmation of comparable data. No one else provided significant
real property assistance to the person signing this certification.

| hereby certify that my opinion of the market value of the property appraised as described in this
report is included herein and that my opinions and conclusions were made subject to the
Assumptions and Limiting Conditions in this report and without collusion, coercion or direction
from anyone as to value.

May 26, 2022 /"Zé;QT?

Date Brian C. Drake, R/IW-AC \
State Certified General Appraiser
CA License No. AG031568
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Assumptions and Limiting Conditions

The following Assumptions and Limiting Conditions have been relied upon and used in making
this appraisal and estimating the respective values required by the purpose of the appraisal and
its intended use.

. No responsibility is assumed for legal or title considerations. Title to the property is
assumed to be good and marketable, unless otherwise stated in this report.

° The property is appraised free and clear of any or all liens and encumbrances, unless
otherwise stated in this report.

. Responsible ownership and competent property management are assumed, unless
otherwise stated in this report.

. The information furnished by others is believed to be reliable. However, no warranty is
given for its accuracy.

o Sketches, plat maps, or photographs contained in this report are included to assist the
reader in visualizing the subject and | have made no survey of the property.

. No responsibility is assumed for discovery of hidden or non-apparent conditions of the
property, subsoil, or the structures that render it more or less valuable. Encroachment of
real property improvements is assumed to not exist. No responsibility is assumed for
arranging for engineering studies or a survey, which may be required to discover these
conditions.

. It is assumed that the subject is in full compliance with all applicable Federal, State, and
local environmental regulations and laws, unless otherwise stated in this report.

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

o It is assumed that all required licenses, certificates of occupancy, or other legislative or

administrative authority from any local, state, or national governmental or private entity or
organization have been, or can be, obtained or renewed for any use on which the value
conclusions contained in this report are based.

. I am not a soil expert. The existing soil and substructure have been assumed adequate
for existing or proposed uses unless contrary information is provided and contained in this
report. It is advisable to have a soil analysis and report completed by a qualified soil
engineer, or other qualified expert, so that any interested party will become knowledgeable
as to the important soil information including seismic data, soil contaminants, type of fill, if
any, or other relevant matters.
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) Unless otherwise stated in this report, it is assumed that there are no hazardous or toxic
substances in the soil comprising the subject land.

. Unless otherwise stated in this report, the subject property is appraised without a specific
compliance survey having been conducted to determine if the property is or is not in
conformance with the requirements of the Americans with Disabilities Act. The presence
of architectural and communications barriers that are structural in nature and would restrict
access by disabled individuals may adversely affect the property’s values, marketability,
or utility.

° The distribution, if any, of the total valuation in this report between land and improvements
applies only under the stated program of utilization. The separate allocations for land and
improvements must not be used in conjunction with any other appraisal and are invalid if
S0 used.

° Possession of this report, or a copy thereof, does not carry with it the right of publication.
It may not be used for any purpose by any person other than the party to whom it is
addressed without my written prior consent, and in any event, only with proper written
gualification and only in its entirety.

. The delivery and/or possession of this report does not require that | attend or give
testimony at any meeting, public hearing, pretrial conference, deposition or court trial
unless there is a written agreement between myself and the party possessing or relying
on this report or requesting such services.

. Neither all nor any part of the contents of this report (especially any conclusions as to
value, my identity, or the firm with which | am affiliated) shall be disseminated to the public
through advertising, public relations, news sales, or other media.

Project Assumptions and Limiting Conditions

. A preliminary title report for the subject property was reviewed and is displayed in the
Addenda. | relied on information contained in the report including the ownership, legal
description of the subject property, and title exceptions.

° | relied on public records, assessor’s parcel maps, and/or exhibits provided by the Client
to determine the location, size, and shape of the subject property. Property boundaries
were not staked by survey.

. The Jurisdictional Exception Rule of the Uniform Standards of Professional Appraisal
Practice (USPAP) is invoked where the USPAP requirements conflict with federal or state
laws relating to appraisals for the acquisition of real property by public agencies. The
exceptions include the disregard of the proposed public project, which is included as a
hypothetical condition within this report. Disregarding the proposed public project as
required by California Code of Civil Procedure Section 1263.330 is contrary to Standards
Rule 1-2(e) because the effects of the public project on the subject’s property value are
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being ignored. In addition, Evidence Code Section 822 excludes using comparable data
involving acquisitions by public agencies having the power of eminent domain, listings and
offers, assessed values and appraising any property or property interest other than that
being valued. This may conflict with Standards Rule 1-4, which requires the appraiser to
collect, verify and analyze all information necessary for credible assignment results and
further specifies that the appraiser analyze such comparable sales data as are available
to indicate a value conclusion.

Hypothetical Conditions

Uniform Standards of Professional Appraisal Practice (USPAP 2020/2021 edition*: Definitions)
defines hypothetical condition as follows:

“HYPOTHETICAL CONDITION: a condition, directly related to a specific assignment,
which is contrary to what is known by the appraiser to exist on the effective date of the
assignment results, but is used for the purpose of analysis.

Comment: Hypothetical conditions are contrary to known facts about physical, legal, or
economic characteristics of the subject property; or about conditions external to the
property, such as market conditions or trends; or about the integrity of data used in an
analysis.”

The following hypothetical condition(s) is used for this appraisal and may affect the assignment
results:

The analysis of the subject of this appraisal is made under the hypothetical condition that
the project and steps leading up to the project do not exist.

Extraordinary Assumptions

Uniform Standards of Professional Appraisal Practice (USPAP 2020/2021 edition*: Definitions)
defines extraordinary assumptions as follows:

‘EXTRAORDINARY ASSUMPTION: an assignment-specific assumption as of the
effective date regarding uncertain information used in an analysis which, if found to be
false, could alter the appraiser’s opinions or conclusions.

Comment: Uncertain information might include physical, legal, or economic characteristics
of the subject property; or conditions external to the property, such as market conditions
or trends; or about the integrity of data used in an analysis.”

The following extraordinary assumption(s) is used for this appraisal and may affect the
assignment results:

None
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The subject is located in the City of San
Jose, in Santa Clara County, which is
included as one of the nine counties that
comprise the San Francisco Bay Area.
The counties which border Santa Clara
County are Alameda County, Stanislaus,
Merced, San Benito, Santa Cruz, and San
Mateo. Santa Clara County is situated at
the southern end of the San Francisco
Bay, in between the Diablo Range to the
east and the Santa Cruz Mountains to the
west, encompassing 1,304 square miles.
Steep slopes, active earthquake faults,
and areas of geologic instability are
prevalent in both mountain ranges. One of
the other major topographical features of
Santa Clara County is the Santa Clara
Valley, ringed by rolling hills that run its
entire length from north to south. The
northwestern part of the county, adjacent

to the waters of the San Francisco Bay, consists mostly of vast salt evaporation ponds and
remnant areas of salt marsh and wetlands. The Mediterranean climate of the region is temperate
year-round due to the area’s geography and its proximity to the Pacific Ocean, remaining warm
and dry through most of late spring, summer, and early fall. The northern portion of Santa Clara
County is extensively urbanized, housing approximately 90% of the County’s residents, while the
southern part remains predominantly rural. According to the California Department of Finance,
the County had a population of 1,934,171, as of January 2021, which is a decrease of 0.6% over

the population estimate the year prior.

Santa Clara County is at the center of an area known as "Silicon Valley," so named because this
is the birthplace of the computer chip and the resulting high-tech employment sector. Silicon
Valley is a region in the southern part of the Bay Area that serves as a global center for high
technology, innovation, venture capital, and social media. It corresponds roughly to the
geographical Santa Clara Valley. San Jose is Silicon Valley's largest city, and with its strategic
central location within this technology industry, it has been nicknamed the capital of Silicon Valley.

Many of the world's largest high-tech corporations are headquartered in Silicon Valley, including
more than 30 businesses in the Fortune 1000, according to an online publication. The Bay Area
has the largest concentration of high-tech companies in the United States, with about 387,000
high-tech jobs, of which nearly 60% are in Silicon Valley. It also has the highest concentration of
high-tech workers of any metropolitan area, as reported by the same web source. In addition, the
region has the highest average high-tech salary in the United States, at about $144,800. Silicon
Valley also accounts for one-third of all of the venture capital investment in the United States,
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which has helped it to become a leading hub and startup ecosystem for high-tech innovation and
scientific development. The region has also established itself as a leader in bioscience, one of
the larger industries in the state, with nearly 430,000 Californians employed in the life sciences.
There are more than 1,300 life science establishments in Santa Clara County, which is the largest
number in the Bay Area and has contributed to more than 38,000 high-paying jobs.

There are 15 incorporated cities and towns in Santa Clara County, including San Jose. The city
covers about 181 square miles located in the northeasterly portion of Santa Clara County, at the
south end of the San Francisco Bay. With a current population estimate of 1,029,782, San Jose
is the largest city in the Bay Area by a wide margin. The City’s population comprises over 53% of
the total population in Santa Clara County. The next largest city is Sunnyvale, with 153,827
people.

San Jose was the first incorporated city in California and the site of the first state capital. Once
largely an agrarian community up through the 1960s, in recent decades, San Jose has earned a
global reputation as the high-tech sector with the largest concentration of high technology
engineering, computer, and microprocessor companies. With its strategic central location within
this technology industry, San Jose has been nicknamed the capital of Silicon Valley. According
to the City’s website, San Jose is home to more than 6,600 technology companies that drive the
City’'s economy, employing nearly half of the current workforce of 541,800 (Employment
Development Department). Commercial, retail, professional, high-tech manufacturing, electronic
assembly, and service businesses all have a presence in San Jose. The table displayed below
lists the principal employers in San Jose, according to their 2020 Comprehensive Annual
Financial Report.

CITY OF SAN JOSE 2020
PRIMNCIPAL EMPLOYERS Percent of
Number of Total
Company or Organization Employees Rank Employment

County of Santa Clara 18,873 1 3.49%
Cisco Systems 9,393 2 1.74%
City of San José 75750 3 1.40%
IBM 3,872 4 0.72%
San José State University 3,607 5 0.67%
Paypal, Inc. 3,600 6 0.67%
eBay 3,500 7 0.65%
Adobe Systems Inc. 3,400 8 0.63%
Kaiser Permanente 3.035 9 0.56%
Western Digital 2,712 10 0.50%
Good Samaritan Health System 2,241 1 0.41%
Super Micro Computer 2,219 12 0.41%
Cadence Design Systems 1,900 13 0.35%
Intel 1,800 14 0.33%
Regional Medical Center 1,625 15 0.30%

San Jose is one of the wealthiest major cities in the United States, and has the third highest GDP
per capita in the world (after Zurich, Switzerland and Oslo, Norway), according to the Brookings
Institution. The U.S. Census Bureau reports that the median household income within the city
limits is $109,593 (2019 dollars), and approximately 84.6% of San Jose’s residents over the age
of 25 have at least some college experience, with 43.7% having a bachelor’s degree or higher.
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San Jose benefits from a number of freeways, arterials, and expressways that provide access to
most areas of the region, including three interstate highways, 1-280, 1-880, and I-680, in addition
to several federal and state highways, US-101, CA-85, CA-87, CA-17, and CA-237. Santa Clara
Valley Transportation Authority (VTA) light rail and bus services provide mass transit for San Jose.
San Jose is also serviced by Bay Area Rapid Transit (BART), offering a connection to the rest of
the San Francisco Bay Area with the Silicon Valley BART extension that began construction in
2019. In addition to the new Milpitas Station, Berryessa/North San Jose opened for service in
June 2020. The extension to downtown San Jose is targeted for completion in 2030 (see Project
Description). Located two miles north of the downtown is the Norman Y. Mineta San Jose
International Airport.

The subject is located in San Jose’s Central Planning Area, one of fifteen subareas of the city, as
defined by the General Plan, which divides its sphere of influence into several neighborhood-
oriented areas. The Central Planning Area is roughly bounded by US 101 to the north and east,
[-880 / Highway 17 to the north and west, and to the south, 1-280 to the west of Highway 87 and
Story Road and Barnard Avenue to the east of it.

The Central Planning Area is urban in nature and encompasses the City’s downtown core and
several distinct residential neighborhoods that feather out from it. The subject is included in
Naglee Park, a historic single-family residential neighborhood built-out in the early 1900s that is
located to the east of the downtown area and San Jose State University. The subject is adjacent
to Coyote Creek, which defines the eastern boundary of the neighborhood, and it reaches as far
north as East Santa Clara Street and 1-280 to the south. In the late 1960s, with the growth of the
college, SJSU students were allowed to live off campus, and many of the larger homes were
converted into apartments as the result of zoning changes that allowed for multifamily
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development. This also attracted board and care facilities for mentally disabled people that moved
into the area. However, the zoning was switched back at the request of neighborhood residents,
and during the 1990s and 2000s, many of the converted homes were renovated and returned to
the single-family dwellings they once had been. The schools that service Naglee Park are Horace
Mann Elementary, Muwekma Ohlone Middle School, and San Jose High.

Real Estate Market Conditions

Since March 2020, the world has been dealing with the spread of the coronavirus, COVID-19, a
global pandemic. In the initial goings of the outbreak the economy experienced a significant
downturn, with most major markets declining by as much as 20%. At that time, one could only
speculate on the impact this would have on the real estate market not knowing the duration of the
pandemic, and as a result, demand in certain market segments was then and has been limited.
Most COVID-19 related restrictions were lifted in mid-2021 throughout the state, with
approximately half of Californians vaccinated at that time. The progression of COVID-19
continues with a reemergence through multiple variants, but scientists are predicting that COVID-
19 will likely shift from a pandemic to an endemic. The local economy has shown its resilience
and the forecast over the long-term is considered to be favorable, according to market
participants.

Real GDP: Percent change from preceding quarter
35
25
15
> A B s ... mu B S s ._.__l
-5
-15
-25
-35
2018 2019 2020 2021
U.S. Bureau of Economic Analysis Seasonally adjusted at annual rates

COVID-19's toll on the nation’s economy became emphatically clearer with the Bureau of
Economic Analysis’s (BEA) estimate of real gross domestic product (GDP) for the second quarter
2020, which decreased at an annual rate of 31.4%, after a decline of 5.0% in the first quarter
2020. Real gross domestic product (GDP) is a comprehensive measure of economic activity and
the most popular indicator of the nation's overall economic health. The most devastating three-
month collapse on record in the second quarter 2020 almost wiped away nearly five years of
growth as consumers cut back spending, businesses pared investments, and global trade dried
up the Commerce Department said, and it would have been even more severe without trillions of
dollars in government aid to households and businesses. The attempt to freeze the economy and
defeat the virus had not produced the rapid rebound that many envisioned, and a surge in
coronavirus cases and deaths across the country in the second quarter 2020 led to a renewed
pullback in economic activity, reflecting consumer unease and renewed shutdowns. Fortunately,
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though, a recovery started in the following quarter, as third-quarter (Q3) 2020 GDP increased at
an annual rate of 33.4%, according to BEA'’s third estimate, the largest single quarter of economic
growth on record, which recovered two-thirds of the economic output lost due to the pandemic
during the first half of the year and bringing the economy back to only 3.5 percentage points below
its pre-pandemic level (see graph presented previously).

To start 2021, widespread vaccinations and government spending helped get the U.S. closer to
where it was before the COVID-19 pandemic struck, the Commerce Department reported, as first-
quarter GDP for 2021 increased at a 6.3% rate. This was the second-fastest pace for growth since
the second quarter of 2003 and exceeded only by the reopening-fueled burst in Q3 2020, until Q2
2021, when it was followed by an increase in the GDP of 6.7%. While the increase in GDP in the
first half of 2021 reflects the continued economic recovery, reopening of establishments, and the
unending government response related to the COVID-19 pandemic, a lower increase of 2.3% in
Q3 2021 GDP reflected the continued economic impact of the COVID-19 pandemic with a
resurgence of COVID-19 cases.

Increasing at a 6.9% annualized pace, the U.S. economy grew at a much better-than-expected
pace to end 2021 from sizeable boosts in inventories and consumer spending, and despite signs
that the acceleration likely tailed off toward the end of the year; economists surveyed by Dow
Jones had been looking for a gain of 5.5%. Gains came from increases in private inventory
investment, strong consumer activity as reflected in personal consumption expenditures, exports,
and business spending as measured by nonresidential fixed investment. Across-the-board
decreases in the pace of government spending subtracted from GDP, as did imports, which are
measured as a drag on output.
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The Conference Board Consumer Confidence Index (CCI) is a barometer of the health of the U.S.
economy from the perspective of the consumer. The index is based on consumer’s perceptions
of current business and employment conditions, as well as their expectations for six months
regarding business conditions, employment conditions, and income. The CCl increased for March
2022, after a decrease in February (see graphic above); the Index now stands at 107.2, whereas
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100 is the benchmark. Consumer confidence continues to be supported by strong employment
growth, according to the Confidence Board; however, expectations have weakened with inflation
over the next 12 months anticipated to reach 7.9%, an all-time high, consumers citing rising prices,
especially at the gas pump, and the war in Ukraine as factors. Meanwhile, purchasing intentions
for big-ticket items like automobiles have softened somewhat over the past few months with rising
interest rates anticipated.

Dow Jones Industrial Average

34,220.36 16654% +13672.605Y

19,173.98
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Global stock markets initially suffered dramatic falls due to the COVID-19 pandemic, and the Dow
Jones Industrial Average (DJIA), one of the most closely watched U.S. benchmark indices
tracking targeted stock market activity, reported its largest-ever single day decline of almost 3,000
points on March 16, 2020, beating its previous record of 2,300 points that was set only four days
earlier. It had increased steadily since the end of the “Great Recession” to record-high levels but
fell sharply in the later part of February 2020 after mounting coronavirus fears. The Dow Jones
has been hovering just above 34,000 near to the date of value, recovering the losses seen in the
initial stages of the pandemic and setting numerous all-time highs since the later part of 2020, but
negatively affected somewhat by geopolitical uncertainties (war in Ukraine) more recently. By
comparison, the index was below 7,000 for a portion of 2009, at the time of the Great Recession.
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The unemployment rate is the most frequently cited indicator of labor market health, and data
from the job market gives the picture of an economy that is continually recovering from the effects
of COVID-19 (see graphic displayed on the following page). It declined by 0.2 percentage point
to 3.6% in March 2022, while nonfarm payroll employment rose by 431,000 jobs, according to the
U.S. Bureau of Labor Statistics (BLS). The national unemployment rate has generally been on a
downward trajectory after having spiked to 14.7%, when 870,000 jobs were lost in March 2020,
followed by a record 20.5 million in April 2020, when much of the U.S. in self-imposed shutdown
mode to prevent the spread of Covid-19. The job losses in those two months were by far the
largest decline since the government began tracking the data in 1939, and amount to layoffs so
severe, they more than double the 8.7 million jobs lost during the Great Recession and nearly
wiped out the 22.8 million jobs gained over 10 years since the 2008 financial crisis. The
unemployment rate in April 2020 was the highest level since the BLS started recording the
monthly rate in 1948. The last time American joblessness was that severe was the Great
Depression, when the unemployment rate peaked at 24.9% in 1933, according to historical annual
estimates from the BLS.

The improvements in the labor market starting in May 2020 reflect the continued resumption of
economic activity that had been curtailed in March and April due to COVID-19 and efforts to
contain it. For March 2022, notable job gains continued in leisure and hospitality, professional and
business services, retail trade, and manufacturing. Both the U.S. unemployment rate, at 3.6%,
and the number of unemployed persons nationally, at 6.0 million, declined from previous months
and nearing their levels prior to COVID-19 (3.5% and 5.7 million, respectively, in February 2020).
The unemployment rate in Santa Clara County was 2.5% (not seasonally adjusted) for March
2022, which compares with an unemployment rate of 4.2% for California for the same period.

Generally, housing is seen as one of the sectors to rise or fall as economic conditions improve or
degrade. The California housing market ended 2020 on a high note, with the statewide median
home price reaching record highs. That same momentum was carried forward in 2021, and in
April, the median home price throughout the state reached above the $800,000 mark for the first
time, according to the data released by the California Association of Realtors. While median home
prices are an imperfect measure of the current value of any individual home, they do provide
important information regarding the overall health of residential real estate markets. For February
2022, the median sales price of existing single-family homes statewide was $771,270, up 0.7%
from January and up 10.3% from a year earlier. Sales of existing homes declined -4.5% and
-8.2%, respectively, for all of California over the same time period. Just like the national housing
market trends, the tight inventory and low mortgage rates are fueling the rise in California home
prices.

Sales of single-family, re-sale homes were down 6.1% year-over-year in March 2022 in Santa
Clara County, where 806 homes were sold, according to MLSListings source data. Comparatively,
the monthly average since 2000 is 987. April marked the seventh month in a row that home sales
were lower than the year before.

At $1,950,000, the median sales price for single-family, re-sale homes in Santa Clara County in

March 2022 rose 21.9% compared to last year. That is the twenty-ninth month in a row the median
sales price has been higher than the year before. The graphic displayed on the following page

31



ASSOCIATED
Valley Water m RIGHT OF WAY
Coyote Creek Flood Management Measures Project SERVICES, INC.

APNs: 467-29-027, -037 — Lieberman / Long

shows the trend for median home sales prices in Santa Clara County over the last five years (by
guarter) through the first quarter 2022.

Santa Clara County House Price Trend

Median House Sales Prices, 2015 - Present, by Quarter s reported 1o NorCal MLS
Mlisnce, per Infosparks
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There were 600 homes for sale in Santa Clara County, as of April 5th, while the average since
2000 is 2,703. After being down year-over-year thirty months in a row, inventory of single-family,
re-sale homes were up 0.8% compared to last year. At the current rate of sales, it would take 22
days to sell all homes listed for sale, while the average since 2003 is 89.

The graphic presented on the following page shows the median sales price for single-family, re-

sale homes in Central San Jose and other relevant data about the local residential real estate
market.
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March 2022 Report

Single Family Homes in Santa Clara County, San Jose, Central San Jose
Trends At a Glance Mar 2022 Previous Month Year-over-Year
Median Price $1,265,000 (+06%) $1.257,500 $1.100,000 (+15.0%)
Average Price $1.467.500 (+10.0%) $1.333.580 $1.245.490 (+17.8%)
Mo. of Sales 34 (+6.3%) 32 AT (=27.7%)
Pending 77 (+28.3%) 60 55 (:40.0%)
ACLIVE 37 (+54.2%) 24 50 {-26.0%)

ale List Price 113.9% (*0.4 113.5 106.87% (+6.6

Days on Market 31 (+125.2%) 14 23 (+35.0%)
Days of Inventory 33 (+61.2%) 20 32 (+2.3%)

Project Description

The Coyote Creek Watershed consists of a 322 square mile area with six major tributary creeks
and is the largest watershed in Santa Clara County. It extends from the urbanized valley floor
upward to the vast natural areas of the Diablo range. Coyote Creek, its main waterway, is the
longest creek in the county.

Flooding has occurred repeatedly within the Coyote Creek Watershed, including along portions
of Coyote Creek, most recently in February 2017. The worst flooding since the construction of the
Anderson Dam in 1950 occurred during the 2017 flood event. Coyote Creek overtopped its banks
at several locations between Montague Expressway and Tully Road. Businesses and hundreds
of homes were inundated by creek waters, some by up to six feet. Highway 101 near Watson
Park and various local streets were closed due to the flooding, and thousands of residents were
evacuated and sheltered.

Soon after the 2017 flood, Valley Water, the flood protection agency for Santa Clara Valley, acted
on a series of immediate flood risk reduction efforts, the largest of which was the construction of
a flood barrier and levee in the Rock Springs, Nordale, and Bevin Brook neighborhoods of San
Jose. The primary goal of the Coyote Creek Flood Protection Project and Coyote Creek Flood
Management Measures Project is to reduce the risk of flooding to homes, schools, businesses,
and highways from a flood event equivalent to the one experienced in February of 2017. The
project reach is located in the central section of the Coyote Watershed on the mid-section of
Coyote Creek, extending approximately nine miles between Montague Expressway and Tully
Road, all within the city limits of San Jose. The Coyote Creek Flood Management Measures
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Project includes Reaches 5, 6, and 7 and the Coyote Creek Flood Protection Project, Reaches 4
and 8 (see Project Exhibit).

Coyote Creek is an active riparian corridor serving as habitat for wildlife. Urban growth has
drastically reduced and altered the natural habitat surrounding Coyote Creek. The riparian
corridor has become narrow and discontinuous because of adjacent land use. Creek ownership
varies from public entities to private owners, creating challenges for consistent and
comprehensive maintenance. Non-native and invasive plants have also decreased the value of
riparian habitat for native wildlife along the creek. Project objectives will include enhancing and
restoring stream habitat, while improving upon water quality within the project limits, and to
minimize the need for future operations and maintenance activities to create a self-sustaining
natural system. Wherever feasible, the use of non-structural and/or minimal hardscape features
will be included for creek improvements.

The Project was originally funded by the countywide Clean, Safe Creeks and Natural Flood
Protection Plan parcel tax passed by voters in November 2000. In November 2012, it was
transitioned to the Safe, Clean Water and Natural Flood Protection Program.

Coyote Creek Flood Protection Project and Coyote Creek Flood Management
Measures Project Timeline and Public Engagement

Coyote Creek Flood 2020 FERC Order / ADTP Operation®
Protection Project deral Ensryy Rugul atiivy Cormmilsz i lghesimuibicly
Coyote Creek [
Flooding in Coyote Creek Flood Management Measures Project (CCFMMP)
Folutiaty 2o BESIGN | CONSTRUCTION
O O Coyote Creek Flood Protection Project (CCFPP)

In an effort to implement the Project, Valley Water is proposing to acquire certain properties within
the project limits that are located in FEMA flood mapped areas, which includes the subject.
Alternatives to owners selling their properties are to elevate existing structures above the flood
level or to construct a flood wall as another protective measure.
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Subject Parcel Information

Subject Property Data Summary

Assessor's Parcel Numbers: 467-29-027, -037

Property Location/Address: 120 Arroyo Way, San Jose, CA

Owner: Donald Lieberman and Patricia Long

Owned Since: For more than five years

Occupied By: Property owner

Principal Improvements: Wood-framed, two-story single-family residence built in

1939 and expanded in the late 1940s (recently updated),
with 3,696 square feet of livable space, including 4
bedrooms and 3 bathrooms; two-car attached garage;
and partial unfinished basement

Site Area: 39,291 square feet or approximately 0.90 acre, with just
more than one half located within the confines of Coyote
Creek or riparian vegetation

Flood Hazard Information: Flood Zone AE, Map No. 06085C0253H, dated May 18,
2009

Earthquake Information: Not located in an Earthquake Fault Zone

Environmental Assessment: None provided. This appraisal assumes that no

environmental remediation would be required regarding
the subject property

Real Estate Taxes &

Assessment Data: Total taxes for the 2021/2022 tax year amount to
$6,517.96, including direct assessments of $1,406.62.
The tax rate is 1.17226%.

Zoning: R-1-8 — Single-Family Residence District

General Plan: Residential Neighborhood and Open Space, Parklands,
and Habitat (portion in Coyote Creek)

Highest and Best Use:

As If Vacant Development of a single-family residence
As Improved Continue the current single-family residential use
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Assessor’s Parcel Map
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Subject Property Photographs

View of the southwest elevation of the house, as seen from the landscaped front yard space
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Subject Property Photographs

View of the northeast elevation of the house, as seen from the landscaped rear yard space
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Subject Property Photographs

View of the northwest elevation of the house, as seen from the northern portion of the parcel
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Subject Property Photographs

5 e o

View of the two-car attached garage, as seen from Arroyo Way

View of the living room located on the lower floor
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Subject Property Photographs

View of the kitchen located on the upper floor

View of the formal dining room located off the kitchen
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Subject Property Photographs
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View of the master bedroom (upper floor)

View of a typical bathroom, as seen from the upper floor hallway
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Subject Property Photographs

View of the home theater room located on the lower floor
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Subject Property Photographs
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View of Arroyo Way, as seen from in front of the subject property facing south
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Property Description

Site Description

The subject property is located on the east side of Arroyo Way, north of East San Antonio Street
and east of South 17" Street. There is a barricade located where Arroyo Way meets South 17
Street that restricts vehicular traffic. The street address for the subject is 120 Arroyo Way. Arroyo
Way is a relatively short, interior residential street comprised of two lanes, one in each direction,
and travels generally north-south in the Naglee Park Conservation area of San Jose. Curbs and
gutters line both sides of the street, and there is a sidewalk on the west side. The subject is in an
area of predominately single-family residential uses with improvements that were mostly built prior
to the 1950s. Single-family residential properties are located directly to the north and south,
across Coyote Creek to the east, and across Arroyo Way to the west. William Street Park is
located within walking distance and offers the potential for recreational activities. Commercial
services available to neighborhood residents are concentrated along Santa Clara Street at the
point where South 17th Street transitions to North 17th Street. From this location, Santa Clara
Street leads to the downtown area heading west. The light rail line runs along Santa Clara Street,
and a station is nearby. Highway 101 is the closest freeway access, which is roughly one mile to
the east via Santa Clara Street.

The subject site, identified as APNs 467-29-027, -037 on the Assessor’s parcel map, is a slightly
irregular shaped parcel with approximately 283 feet of frontage along Arroyo Way. Public record
summaries reviewed for the two parcels indicate a combined lot area of 45,514 square feet,
according to assessor information. However, this area seems to be overstated, and 39,291 square
feet has been used for this assignment based on 0.279 acre indicated in a recorded document
for an easement that seems to encumber all of APN 467-29-037 (see Existing Easements) and
area calculated for APN 467-29-027 using a GIS application. The parcel is terraced, with a slope
down from street grade before it meets Coyote Creek and extending across to the eastern bank.
The natural riparian area seems to occupy just more than one half of the site.

Improvement Description

A single-family residence of wood-framed construction is located on the parcel towards the
western portion of the site. The house was built in 1939 and expanded in the late 1940s. Through
its form and detailing, and with its long, rectangular footprint, it embodies a distinctive early Ranch-
style. Set into the hillside, the structure has a single-story front at grade with Arroyo Way and two
stories in the rear that face Coyote Creek. The house has 3,696 square feet of livable space
based on measurements taken at the time of inspection, all over a slab foundation and concrete
retaining wall with seismic retrofit. There are four bedrooms and three bathrooms on the upper
floor, in addition to a kitchen and separate formal dining room. There is also a 2-car attached
garage at this level (see Upper Floor Plan). The lower floor consists of a living room, room without
a closet (labeled ‘den’ on the floor plan); large bonus room set-up as a home theater, with a
projector and large screen that drops out of the ceiling (labeled ‘play room’ on the floor plan);
enclosed patio that is airconditioned space (separate air handler from the main heating/cooling
system); and partial unfinished basement (see Lower Floor Plan).
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With no sidewalk, an exposed aggregate-concrete walkway located behind a split-rail fence leads
to the house from the front curb to a slightly raised, small covered brick stoop roughly centered in
the width of the front elevation. The walkway passes through a moderately shallow, level front
yard with manicured landscaping consisting of complimentary shrubs and low-lying plants located
amongst mature trees. An automatic irrigation system was observed. Stepping stones meander
through the landscaping, and the pathways are illuminated with decorative light fixtures.

Recessed within the entry alcove is a weathered mahogany door accented with glass-block
sidelights. The exterior wall of the front facade is clad in red brick contrasted with vertical wood
siding that has been stained a dark brown. A wide brick chimney extends the full height of the
house protruding through the architectural composition shingled (reroof done in 2008), low-sloped
hip roof near the southern corner of the building where a brick retaining wall holds back the hillside
to expose the lower level and steps provide access to the enclosed patio at ground level. The roof
projects beyond the exterior walls of the house creating deep eaves boxed with v-groove soffits
directly above the window line and incorporating integral metal gutters into the fascia. Windows
are modest steel, single pane in fixed sashes or casement type. The wood siding on the front of
the house carries over to the other elevations of the building, in horizontal as well as vertical
alignment, but the windows increase in size to take advantage of the view of Coyote Creek.

A standard-sized concrete driveway serves the two-car garage attached to the northwest portion
of the house that is also used to access a side yard with raised garden beds and a brick patio
secured with metal rail fencing and screened from the roadway with landscaping. The patio wraps
the corner of the house held back by wood and rock retaining walls, and steps fashioned from
wooden timbers cascade down to the rear yard space.

Wooden and rock retaining walls interrupt the gradual slope of the land on the south side of the
lot in an expansive landscaped area where the front yard transitions to the backside of the
property. Steps similar to those on the north side of the house connect the yard spaces. Off the
backside of the house is a large concrete patio surrounded by similar themed plantings and lighted
pathways and edged by the riparian landscape along Coyote Creek that includes large shade
trees. The parcel crosses the creek and steps that once lead down to the water disappear into
the dense vegetation that has been left in its natural state, but low-lying as to not obstruct the
view. A recessed corner room of the house that was initially an open brick patio, featuring a built-
in BBQ and fireplace, has been enclosed with glass, and sliders provide a large walk-out to the
rear yard space.

The front entry door to the house opens into a small foyer that connects with a long hallway and
bedroom wing, which includes the bathrooms; dining room, kitchen with a small enclosed laundry
area and there is a door to the garage; and open staircase leading to the lower floor and two-story
living room that has a high sloped ceiling open to the public space above. The upper floor
protrudes into the living room the width of the staircase that runs along a wall and a built-in
custom-made wood cabinet with display shelves above it is beneath the cantilevered section,
similar to one in the home theater room. A storage area is underneath the stairs. The living room
also features a fireplace and two large banks of windows that look out onto the landscaped rear
yard and riparian area. There is a door that leads to the back patio from the living room and
another at the base of the stairs connects with a short hallway and the other rooms at the lower
level.
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The kitchen has been modernized from the original design and is one open room with a center
island surrounded by an abundance of custom-made cabinets; there is also a built-in cabinet in
the separate formal dining area. The kitchen features slab countertops, tiled backsplash, multiple
sinks, and built-in appliances, including a combination oven and stove cook top with a range hood;
microwave; combination refrigerator and freezer; and dishwasher. Various species of wood with
a natural finish has been used for the cabinetry as well as decorative elements. In addition to
windows that bring natural light into the space, ceiling mounted or hanging light fixtures illuminate
the kitchen and provide task lighting; these same light fixtures have been used in other areas of
the house. There is a skylight in the laundry area. The walls and ceiling in the kitchen are painted
sheetrock or plaster, similar to the bedroom wing, but various types of high-end wood paneling
and integrated wood moldings have mostly been used in the other public spaces. The floors in
the kitchen and bathrooms have been tiled; however, various types of hardwood have been used
to finish the floors throughout the rest of the house, except for the enclosed patio and the patrtial
basement and garage, which have unfinished floors.

A modest-sized master suite has its own bathroom, his-and-her closets, in addition to a closet for
linens, and this space also has a fireplace; there is a linen closet common to the other bedrooms,
accessed by the hallway that connects them as well as individual reach-in closets. There is
another ensuite and the other two bedrooms share a bathroom with the public spaces; there is no
bathroom outside of the bedroom wing. A door can be closed to separate the bedroom wing from
the public spaces. The bathrooms include either a tiled shower-over-tub design or single stall
shower; pedestal sink; ornate wood vanities with integrated mirrors that match wood window
treatments; and wall sconces. Wainscoting adds to the motif. The fenestration of the bedrooms
and bathrooms are typical.

The basement and garage are unfinished but have above average lighting and electrical. These
spaces are accessible from the exterior or interior. The basement houses the mechanical
systems, which includes central heating and air conditioning. Copper piping was observed and
the original knob and tube has been replaced through extensive rewiring of the electrical system,
which includes 5.9kW photovoltaic solar panels (installed in 2014). The mechanicals were
replaced after the most recent 2017 flood event as part of the repairs completed to fix damage to
the lower floor that had been inundated with several feet of water. There is a security system with
video surveillance.

The house has a distinctive character and composition that is expressed through its preserved
materials, workmanship, and eclectic design. A review of city permits reveals that the subject
improvements have undergone routine maintenance, updating, and remodeling, display above
average condition, and the effective age is much lower than the chronological age.
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Personal Property Description

A detailed inventory of personal property was not taken at the time of inspection but is considered
to be typical of a single-family residence similar to the subject improvements.

Title and Property History

A preliminary title report for the subject property was provided for use in this assignment, and is
included in the Addenda. The title report was prepared by Old Republic Title Company and dated
October 2, 2020. According to the title report reviewed, the subject's fee ownership is vested in:

Donald Lieberman and Patricia A. Long, Trustees of the Donald Lieberman and Patricia A. Long
Revocable Trust dated 10/30/04

The subject has been under the same ownership for more than five years, according to a
transaction history disclosed on a summary of the public record reviewed for the property. The
subject is currently not being offered for sale or lease, and | am not aware of any offers to purchase
the subject property, other than that being proposed by the Client. The property owner occupies
the property.

The subject lot was created as part of the Arroyo Terrace subdivision, a sub-neighborhood of the
Naglee Park Conservation Area, in the early 1900s. Naglee Park is an approximately 140-acre
neighborhood that was once the estate of General Henry Morris Naglee. Arroyo Terrace remained
mostly vacant until the late 1930s, originally slated for use as a public park with other adjacent
lots.

A house was improved on the site in 1939 and the subject has been used for single-family
residential purposes since that time. It represents a very early local implementation of the ranch-
style and was featured in the local newspapers in 1941. Chester Root, a well-known local
architect, used a mix of modern and traditional materials and forms to create a distinctive, unified
composition. A 1949 addition, by Kress & Gibson, is harmonious with the original design in
massing, materials, and features.

At the time the house was constructed, the subject was owned by former San Jose mayor Ernest
Renzel and his wife Emily who occupied the property until his death in 2007. It has been
historically known as the Ernest & Emily Renzel House. Renzel was instrumental in bringing the
Norman Y. Mineta San Jose International Airport to the city; establishment of Kelley Park; and
the formation of the Historic Landmarks Commission. Because of the historical, architectural, and
aesthetic interest and value to the community the Renzel House was designated a City Landmark
in 2008 (Historic Landmark No. 174). It was also added to the National Register of Historic Places
in 2010.

82



ASSOCIATED
Valley Water m RIGHT OF WAY
Coyote Creek Flood Management Measures Project SERVICES, INC.

APNs: 467-29-027, -037 — Lieberman / Long

Existing Easements

The title report reviewed identifies the following recorded easements encumbering the subject
property:

11. An easement affecting that portion of said land and for the purposes stated herein and
incidental purposes as provided in the following
Instrument :  Easement
Granted To :  City of San Jose, a municipal corporation
For :  Sewer purposes
Recorded :  May 27, 1939 in Book 937 of Official Records, Page 101 under
Recorder's Serial Number 161029
Affects :  As described therein
12. An easement affecting that portion of said land and for the purposes stated herein and

incidental purposes as provided in the following

Instrument : Easement

Granted To :  Santa Clara Valley Water District, a public corporation

For :  Water management and/or storm water drainage purposes

Recorded :  September 7, 1994 in Book N587 of Official Records, Page 1242
under Recorder's Serial Number 12642033

Affects :  As described therein

The second existing easement identified above appears to be encumbering all of APN 467-29-
037. It is indicated in the easement deed that the area shall be kept clear of any type of building,
fences, structure, pavement, or trees.

Flood Hazard Information

The subject property is in a mapped area designated to be in Flood Zone AE by the Federal
Emergency Management Agency (FEMA). Flood Zone “AE” is defined as the base floodplain
where base flood elevations are provided on the FEMA Flood Insurance Rate Map. The FEMA
Flood Zone Map Panel is 06085C0253H and the effective date is May 18, 2009. A copy of the
Flood Insurance Rate Map is included on the following page.
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Earthquake Information

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

According to the California Department of Conservation, California Geological Survey, the subject

property is not located in an Earthquake Fault Zone as designated under the Alquist-Priolo
Earthquake Fault Zoning Act. Related development limitations, therefore, do not apply.

Environmental Assessment

An environmental assessment regarding the subject property has not been provided, and this
appraisal assumes that no environmental remediation would be required.
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Real Estate Taxes and Assessment Data

California law permits maximum annual property assessment increases of 2% unless a property
has been sold. In practice, the maximum 2% increase is nearly universally imposed. Property is
reassessed at the time of sale, typically for an amount approximated by the selling price. Taxes
are typically estimated by California appraisers to be equal to the imputed tax rate, derived by
dividing the net tax (total tax minus assessment bonds and direct assessments) by the assessed
value, times the appraised value. If assessment district bonds encumber a property, they are
itemized separately.

The current real estate taxes assessed for the subject property were reviewed. Total taxes for the
2021/2022 tax year amount to $6,517.96, including direct assessments of $1,406.62. The tax rate
is 1.17226%.

Because of the subject’s City Landmark status (see Title and Property History), the property is in
a Historic Landmark Preservation Agreement (Mills Act Historical Property Contract), a contract
between the City of San Jose and the owner of a designated City Landmark which allows the
owner to enjoy a reduced property tax rate from the County Assessor in exchange for the
preservation, and in some cases restoration and rehabilitation, of the historic property. The
purpose of the agreement is to provide greater protection for the City Landmark property than is
otherwise provided by the historic preservation regulations in the City Municipal Code. The
required provisions of Historical Property Contracts are as follows:

e A provision that the term of the contract is a minimum period of ten years;

e Arequirement that the property owner annually expend an amount equal to a minimum of
10% of the tax savings attributed to the Contract to the preservation and maintenance of
the Landmark Property;

e A provision that the Contract is binding upon and shall inure to the benefit of, all
successors in interest of the owners; and

e A successor in interest shall have the same rights and obligations under the Contract as
the original owners who entered into the Contract.

Under a Historical Property Contract, a property receives a lower tax bill based on the property's
potential rental income rather than its full market value and the property tax relief utilized to
maintain the property. The amount of tax savings varies from property to property and year to
year, depending on circumstances such as the size of the building and current rental rates.
Because of Proposition 13, the percent difference between a new "income-based" assessment
and a property's current assessment level is also affected by how long a given property owner
has owned a building.
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Zoning and General Plan of the Subject Property

Zoning General Plan Current Use

Mix of Residential

R-1-8 — Single-Family Neighborhood & Open Space,
Residence District Parklands, and Habitat

(portion in Coyote Creek)

Single-Family Residential

Utilization of the subject real property is regulated by the City of San Jose Code of Ordinances.
The laws that govern the use of the land are the Zoning Ordinance and the Envision San Jose
2040 General Plan.

The zoning category for the subject is R-1-8 — Single-Family Residence District, synonymous with
Single-Family Residential (Up to 8 Dwelling Units per Acre), as indicated on the zoning map, a
section of which is displayed following this report section. The purpose of this district is to reserve
land for the construction, use and occupancy of single-family subdivisions, with an allowable
density range of one to eight dwelling units per acre. The following table depicts some of the
significant development standards that must be adhered within the zoning district.

Building and Site Standards R-1-8 District
Minimum Lot Size 5,445
Maximum Building Height / Stories: 35 feet/ 2.5
Yard Setbacks (Minimums)*

Front: 20 feet
Side (Interior Lots): 5 feet
Rear: 20 feet

San Jose has more than 30 streams that form approximately 136 miles of riparian corridors. The
City has policies and requirements for the protection of riparian resources, habitat, flood safety,
and bird-safe design in the General Plan, the Habitat Plan, the San Jose Municipal Code, and
other City Council Policies. The Riparian Corridor Policy Study, revised in 1999, analyzed
numerous streams and riparian corridors found within San Jose and provided detailed policy
recommendations on how various types of development should be designed to protect and
preserve the City’s riparian corridors. The General Plan incorporates by reference the policy
recommendations in the Policy Study for protecting riparian corridors. The General Plan goals,
policies, and implementing actions further riparian protection, including establishment of a
standard *100-foot riparian corridor setback, with an exception for projects where no significant
environmental impact will occur.

The General Plan land use designation for the developable portion of the subject property is
Residential Neighborhood and Open Space, Parklands, and Habitat (portion in Coyote Creek). It
is stated in the General Plan that this designation is applied broadly throughout the City to
encompass most of the established, single-family residential neighborhoods, including both the
suburban and traditional residential neighborhood areas which comprise the majority of its
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developed land. The intent of this designation is to preserve the existing character of these
neighborhoods and to strictly limit new development to infill projects which closely conform to the
prevailing existing neighborhood character as defined by density, lot size and shape, massing
and neighborhood form and pattern. The portion of the subject property located in the confines of
Coyote Creek has been designated Open Space, Parklands, and Habitat by the General Plan. A
section of the General Plan map, delineating the land use designations in the vicinity of the
subject, is included following the zoning map.

The subject property does not meet all of the minimum building setbacks, and seems to be legal

non-conforming in this regard, but otherwise appears to conform to the other applicable land use
ordinance requirements.
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Highest and Best Use Analysis

The following definition of the term “Highest and Best Use” provides a reasonable basis for
analyzing the subject property:

The reasonable, probable and legal use of vacant land or improved properties which is physically
possible, appropriately supported, financially feasible, and results in the highest value.

Inherent in this definition are the following four criteria:

Legally Permissible: What uses are permitted, given existing deed and lease restrictions,
zoning, building codes, historic controls, and environmental
regulations?

Physically Possible: What uses of the site are possible, given the physical
characteristics as revealed in the site analysis?

Financially Feasible: Which possible and permissible uses will produce positive net
income from the development of the site after paying operating
expenses and other financial obligations?

Maximally Productive: Which financially feasible use will provide the highest value or rate
of return on investment?

The primary purpose of the highest and best use analysis is to identify the most productive,
competitive use to which the property can be put. This analysis is done in two parts. The first part
considers the possible uses of the site as if vacant. The second part evaluates the improvements
to determine if they represent the highest and best use or if they should be modified.

Another purpose of the highest and best use analysis is to assist in defining the scope of the
appraisal. In investigating the highest and best use, items that affect value such as accrued
depreciation and functional and external obsolescence are identified. Also, by defining the highest
and best use the selection of the comparable sales is narrowed, as they typically have the same
or similar highest and best use.

Based on the four tests of legally permissible, physically possible, financially feasible, and
maximally productive, the highest and best use of the subject as if vacant and as improved has
been analyzed.

As If Vacant

Single-family housing is the principal use type allowed under the subject zoning. The subject is
an approximately 39,291 square foot lot and the zoning allows for a minimum lot size of 5,445
square feet. However, considering the subject’s other physical characteristics, including more
than half of the site being located in the riparian area along Coyote Creek, as well as its downward
slope, subdivision of the lot is unlikely. This is additionally supported by the fact that the subject
and adjacent lots located along the creek, being of similar size, have never been split since they
were created in the early 1900s. The subject parcel can accommodate a single-family residential
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use, as it is currently improved; there is a standard 100-foot riparian corridor setback, but the
City’s Habitat Plan provides a number of options for minimum required setbacks, including an
allowance for reduction of the otherwise required minimum setback based on the extent to which
meeting the required setback would result in demonstrable hardship (i.e. denies an owner any
economically viable use of the land or adversely affects recognized real property interest). Market
data gathered during the valuation process (see Real Estate Market Conditions) suggests that a
single-family residential use is financially feasible. It has been concluded that the maximumly
productive use and the highest and best use of the subject (as if vacant) is to improve the property
with a single-family residence.

As Improved

The subject’s current use is consistent with the highest and best use conclusion of the subject (as
if vacant). The house located on the property was occupied at the time of inspection, and based
on the quality and condition of the subject improvements, could endure under the current
utilization for many years. It has been concluded that the highest and best use of the subject (as
improved) is the continued use of the improvements located on the property.
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Valuation

Valuation Methodology

There are three generally recognized approaches considered in the valuation of real property.
These are the cost approach, sales comparison approach, and income approach. The type and
age of the property and the quantity and quality of the available data affect the applicability of
each approach in a specific appraisal situation.

The Cost Approach estimates, through support sources, the cost of constructing the subject
improvements. Accrued depreciation from all causes is estimated and deducted from the
estimates of cost new of the improvements. The market value of the land is added to this
depreciated cost estimate to indicate the value of the subject property by the cost approach. The
Land Value Estimate in the valuation process is usually a separate step, which is generally
accomplished through the application of the sales comparison approach. The land value
conclusion is then incorporated into the cost approach.

The Sales Comparison Approach involves a search for recent sales of properties similar to the
subject. The prices paid for these properties provide the basis for estimating the value of the
subject by comparison. Adjustments are made for the differences in the properties as they
compare to the subject. A correlation of the data provides a value estimate for the subject. This
is the most used, and considered the most reliable, approach to estimating the value of land.

The Income Approach looks at the relationship between a property's income producing ability
and the value buyers and sellers assign to the income. An estimate is made of the market rent to
indicate an annual gross income. Estimated fixed and variable operating expenses are deducted
from the annual gross income to provide an annual net operating income. An indicated value of
the subject is derived through direct capitalization of the indicated net income by a market derived
overall rate or through the use of the discounted cash flow technique.

Reconciliation involves consideration of the relevance and influence of each approach in relation
to the actions of typical users and investors of properties and particularly the subject property.
The three indications of value are discussed and reconciled into a final conclusion of market value.

Valley Water has requested an appraisal of the current fair market value of the proposed full
acquisition of the subject property.

The fair market value of the improved subject property has been estimated by applying the sales
comparison approach. The cost and income approaches did not offer substantial insight into this
estimate of market value. Sellers, buyers, and my peers in this market rarely rely on the cost and
income approaches when offering, purchasing, or valuing properties similar to the subject.
Therefore, the income and cost approaches were not utilized.
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Sales Comparison Approach

A search was made for improved single-family residential properties that transacted over the past
several months in the Naglee Park neighborhood of San Jose, with emphasis on similar houses
on large lots that are located next to a natural watercourse and in the flood plain, like the subject.
A limited number of recent sales were uncovered that met these criteria, so the timeline and other
criteria were expanded. The following table displays a summary of the selected sales reflecting
the actions of buyers and sellers in the marketplace and judged to be the most representative of
an indicator of value for the property under analysis. The comparable sales were researched,
inspected, and verified to the extent possible. A location map and comparable data sheets,
including photographs for each comparable sale, are presented on the following pages, and
Assessor’s parcel maps are included in the Addenda.

Sales Data Summary

Address Type of Sq. R. (Building) Bedrooms/
City, State Transaction Improvements Bathrooms Sales Price
No. APN COE Parcel Size (Sq. Ft.) Year Built ~ $/Sq. Ft. (Building)
SFR-01 720 Margaret Street 2,335
San Jose, CA Sale SFR w/Attached 2-Car Garage 4/2.5 $2,225,000
472-21-100 04/14/22 14,059 1964 $952.89
(Updated)
SFR-02 298 S. 15th Street 2,698
San Jose, CA Sale SFR w/Partial Basement, Detached 2-Car 4/3 $2,158,000
467-39-085 04/04/22 Garage, Bonus Room 1908 $799.85
6,398 (Updated)
SFR-03 1155 Mckendrie Street 4,349
San Jose, CA Sale SFR w/Partial Basement; Detached 2-Car 4/3.5 $2,475,000
230-44-038 T 04/0422 Tandem Garage; Accessory Structure T1941 $569.10
16,531 (Updated)
SFR-04 201 S. 13th Street 4,618
San Jose, CA Sale SFR w/Basement, 2-car Detached Garage 4/35 $2,200,000
467-41-001 08/02/21 and 406 SF ADU 1911 $476.40
8,960 (Updated)
Subject 120 Arroyo Way Dov 3,696
San Jose, CA 05/04/22 SFR w/Partial Basement & 2-Car Attached
467-29-027,-037 Garage 4/3
39,291 1939
(Approx One Half in Coyote Creek) (Updated)
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Comparable Sale Data Sheet

Property Type

Type of Transaction
COE

Sales Contract Date
Sales Price

$/Sq. Ft. (Building)

Address
City, State
Zip

APN

Buyer
Seller
Document #
Terms

Parcel Size (Sq. Ft.)
Improvements
Sq. Ft. (Building)

Bedrooms/Bathrooms

Year Built

Zoning
General Plan

Verified By

Comments

Single Family Res. - Improved [§
Sale
04/14/22
03/24/22
$2,225,000
$952.89

720 Margaret Street
San Jose, CA
95112

472-21-100

Thomas Chin

Matthew R. and Saipin Ward
25282569

All Cash

14,059

SFR w/Attached 2-Car Garage
2,335

4/2.5

1964 (Updated)

R-1-8
Residential Neighborhood

See Comments

The property is in San Jose's historic Naglee Park neighborhood, adjacent to Coyote Creek
and in the flood plain (house was not impacted by 2017 flood). From MLS: "This 4 bedroom,
2.5 bath mid-century ranch-style home will wow you with its sweeping interior and
exceptional lot. The floor plan features a foyer entrance that balances privacy with a desire
to entertain as it leads to an expansive backyard and separates bedrooms from public
spaces. Features include stainless steel appliances, six-burner gas stowve, skylights, great
room with built-in temperature-controlled wine cabinet, vaulted open beam ceiling, brick
fireplace and glass doors leading to panoramic rear grounds. Relax in primary en-suite with
french doors to a patio, and spa-like bathroom with towel warmer, TOTO bidet, and
frameless rain shower. The laundry room has a half bath and is located off the attached 2-
car garage. The sprawling backyard is a must-see retreat made for entertaining with its built-
in BBQ/kitchen area, gas fire pit, bench seating, mature plants & trees, putting green.
There is multizone heating and cooling." The property sold for more than the list price of
$1,798,888 after a short marketing period of one week. Attempts were made to reach the
parties involved but were unsuccessful, and public records, subscription senices, and other
information were used to confirm the details of the sale.




Valley Water

Coyote Creek Flood Management Measures Project

ASSOCIATED
WS RIGHT OF WAY
SERVICES, INC.

APNs: 467-29-027, -037 — Lieberman / Long

Comparable Sale Data Sheet

Property Type

Type of Transaction
COE

Sales Contract Date
Sales Price

$/Sq. Ft. (Building)

Address
City, State
Zip

APN

Buyer
Seller
Document #
Terms

Parcel Size (Sq. Ft.)
Improvements
Sq. Ft. (Building)

Bedrooms/Bathrooms

Year Built

Zoning
General Plan

Verified By

Comments

Single Family Res. - Improved
Sale

04/04/22

03/10/22

$2,158,000

$799.85

298 S. 15th Street
San Jose, CA
95112

467-39-085

Michael Arthur Gallagher and Jason Bong Chan

Ping and Jacqueline Frances Wu

25275231

Cash to Seller; Conventional Loan, 20% Down Payment

6,398

SFR w/Partial Basement, Detached 2-Car Garage, Bonus Room
2,698

4/3

1908 (Updated)

R-1-8
Residential Neighborhood

Matt Taylor - Listing Agent

The property occupies a corner location in San Jose's Naglee Park neighborhood. From
MLS: "Arts and crafts home immaculately preserved and well-appointed. Spacious rooms
with a first-floor ensuite, as well as a grand primary suite upstairs with large dressing room
and ensuite bath tastefully remodeled with a large walk-in shower and dual sink vanity. The
recently remodeled and expanded kitchen is a chefs dream with large breakfast bar and
soapstone counters, built-in stainless steel oven, microwave, and dishwasher, downdraft
gas cooktop, and custom cabinetry. Original pocket doors and refinished hardwood floors.
French doors open to a landscaped private yard with stone walkways, flower beds, mature
plants, heated spa, and built-in BBQ. An additional room accessed from the yard is ideal for
a media/recreation room or office. There is a detached 2-car garage and partial basement.
There is a woodburning fireplace in the living room." The property sold for more than the list
price of $1,899,000 after being marketed for about one week.
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Comparable Sale Data Sheet

Property Type

Type of Transaction
COE

Sales Contract Date
Sales Price

$/Sqg. Ft. (Building)

Address
City, State
Zip

APN

Buyer
Seller
Document #
Terms

Parcel Size (Sq. Ft.)
Improvements
Sq. Ft. (Building)

Bedrooms/Bathrooms

Year Built

Zoning
General Plan

Verified By

Comments

Single Family Res. - Improved [
Sale
04/04/22
03/01/22
$2,475,000
$569.10

1155 Mckendrie Street
San Jose, CA

95126

230-44-038

Selvin Quadros and Pealine Lavista Dsa

The President and Board of Trustees of Santa Clara College
25275531

Cash to Seller; Conventional Loan, 52.52% Down Payment

16,531

SFR w/Partial Basement; Detached 2-Car Tandem Garage; Accessory Structure
4,349

4/3.5

1941 (Updated)

R-1-8
Residential Neighborhood

Brooks Nicholson - Listing Agent

The property is located in the Rose Garden neighborhood of San Jose, just south of The
Alameda. It backs to the off-ramp to 1-880, which is visible from the second story, according
to the listing agent. The property was originally listed for $2,998,000, but the price was
dropped and it sold for less than the list price at the time of sale of $2,648,000 after an
approximately 8 month marketing period that the listing agent said was due to the freeway.
From MLS: "Recently remodeled with modern amenities and all the charm of yesterday,
with many features throughout. Restored w/attention to detail. Oversized kitchen renovation
w/luxury appliances, large granite slab island, 2 sub zero refrigerators, Miele appliances,
and a wet bar. Beautiful hardwood floors. The backyard has a Bocce Ball court,
barn/office/storage building, and small tailored gardens. Deep 16,553 SF lot (Assessor:
13,275 SF) w/tandem, detached 2-car garage and long driveway for additional parking. The
lot configuration creates an opportunity for possible ADU or conversion of the accessory
building." Other amenities include a wood burning fireplace, multizone forced air heating and
cooling, and partial basement.
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Comparable Sale Data Sheet

Property Type

Type of Transaction
COE

Sales Contract Date
Sales Price

$/Sqg. Ft. (Building)

Address
City, State
Zip

APN

Buyer
Seller
Document #
Terms

Parcel Size (Sq. Ft.)
Improvements
Sq. Ft. (Building)

Bedrooms/Bathrooms

Year Built

Zoning
General Plan

Verified By

Comments

Single Family Res. - Improved
Sale

08/02/21

07/18/21

$2,200,000

$476.40

201 S. 13th Street
San Jose, CA
95112

467-41-001

Haibin Du and Hong Tao
Peter A. Smith
25050926

All Cash

8,960

SFR w/Basement, 2-car Detached Garage and 406 SF ADU
4,618

4/3.5

1911 (Updated)

R-1-8
Residential Neighborhood

See Comments

Historic Miller-Hubbard House designed by Frank Delos Wolfe located in Naglee Park.
From MLS: "House has been on Historic Home Tours. Property was completely renovated
in 2007. Updated: Electrical w/400amp senice, Plumbing, Brazilian Cherry flooring,
Gourmet Kitchen with Top of the Line Commercial Grade Appliances, 3 HVAC Systems,
Paint Inside and Out, 406 SF Guest House above 2-Car Detached Garage, Bar off Second
Story Sun Porch, 10 Person Spa, Sidewalks, Driveway, Landscaping, etc. Home is under
Mills Act that has $8,000 Property Tax as well as Massive Owned Solar Panel System
reduces Electric bill by 90%." The property sold for less than the list price $2,399,621 after
an approximately 5 month marketing period. Attempts were made to reach the parties
involved but were unsuccessful, and public records, subscription services, and other
information were used to confirm the details of the sale.
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Sales Data Analysis

Adjustments are made to the comparable sale prices for the differences in the properties as they
compare to the subject. A number of adjustments have been considered for the analysis of the
comparable data in relation to the subject property. The comparable data has been adjusted for
inferior and superior characteristics. For Example: where a comparable had an inferior
characteristic, a positive (+) adjustment to the comparable was made. Where the comparable had
a superior characteristic, a negative (-) adjustment was made to the comparable. Adjustments
were made sequentially for property rights conveyed, financing terms, conditions of sale,
expenditures incurred by the buyer immediately after the sale, and market conditions at the time
of sale. Adjustments for location characteristics, physical characteristics, use and non-realty
components of value are subsequently added and applied. None of the comparables used are
known to have included non-realty components of value.

A summary of the adjustments made to the comparable sales for the various factors affecting
value, as compared to the subject, is included in the table below, followed by a discussion that
expands upon the adjustments made in greater detail. Bold and/or larger font reflects a more
significant adjustment.

Comparable SFR-01 SFR-02 SFR-03 SFR-04
Address 720 Margaret Street 298 S. 15th Street 1155 Mckendrie Street 201 S. 13th Street
City, State San Jose, CA San Jose, CA San Jose, CA San Jose, CA
Sale Date Apr-22 Apr-22 Apr-22 Aug-21
Sales Price $2,225,000 $2,158,000 $2,475,000 $2,200,000
Sq. Ft. (Building) 2,335 2,698 4,349 4,618
Property Rights Conveyed [%] (] (%] (%]
Financing Terms (%] %] 19 %]
Conditions of Sale %] %] %] %]
Expenditures After Purchase (%] %) a %]
Market Conditions (Time) %) %] %) Positive
Location [0 Negative (0] Negative
Building Size / # of Beds/Baths Positive Positive Negative Negative
Age / Condition / Quality of Improv. Negative Positive (] Positive
Historic Status (Mills Act) Positive Positive Positive (%]
Amenities / Features (%] 1) 14} 1%}
Lot Size [%) Positive %) Positive
Net Adjustment Positive Positive Similar Positive

The comparables sold in a housing market with property values that are trending upward (see
Real Estate Market Conditions); however, with the exception of SFR-04, which received
significant positive adjustment for having transacted eight months prior, the other comparable
sales sold around the date of value, warranting no adjustment.

No additional adjustments were determined to be warranted for the other transactional elements
of comparison.

The subject is in the Naglee Park neighborhood of San Jose, backing to Coyote Creek and in a

FEMA flood mapped area. Flooding has occurred along Coyote Creek, most recently in February
2017, as previously discussed in prior report sections. With the exception of SFR-03, the other
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comparables are in Naglee Park, and SFR-01 is adjacent to Coyote Creek and in the same flood
plain as the subject. Downward adjustments have been applied to SFR-02 and SFR-04 for their
location in the neighborhood not susceptible to flood hazards. SFR-03 is located in San Jose’s
more desirable Rose Garden area, but backs to 1-880, which had a significant impact on the sales
price due to the negative freeway influence. Adjustments for differences in location between the
subject and SFR-03 were concluded to be offsetting.

The subject has 3,696 square feet of livable space, with 4 bedrooms and 3 bathrooms. There is
also a partial unfinished basement and attached two car garage (see Improvement Description).
All of the comparable sales have the same bedroom count as the subject, but SFR-01 and SFR-
02 have less square footage and SFR-01 has 2.5 bathrooms and no basement. Conversely, SFR-
03 and SFR-04 have more livable space. These two comparables also have an extra half bath
and SFR-04 has an ADU. Upward adjustments have been applied to SFR-01 and SFR-02 for this
factor, and downward adjustments were warranted for SFR-03 and SFR-04, with more significant
adjustments to SFR-01 and SFR-04.

The house located on the subject property was built in 1939 and expanded in the late 1940s, but
has had extensive updating (see Improvement Description). Like the subject, all of the
comparable sales have received many upgrades (see Comparable Sale Data Sheets) and rate
similar in their quality and condition; however, SFR-02 and SFR-04 were built around 1910 and
slight upward adjustments were deemed to be warranted. A downward adjustment of similar
magnitude to that applied to SFR-02 and SFR-04 has been given to SFR-01 for this factor for
having been constructed a couple of decades after the subject.

The subject is known as the Ernest & Emily Renzel House, and has been designhated as a City
Landmark and listed on the National Register of Historic Places (see Title and Property History).
This qualifies the subject for reduced property tax under the Mills Act, but where a portion of the
savings is obligated to be invested into maintaining the property (see Real Estate Taxes and
Assessment Data). Property taxes for upscale homes in neighborhoods like Naglee Park can be
substantial, given current selling prices, and to substantiate the value of these homes, updating
and maintain them is already common place, as indicated by the comparable data. SFR-04 is
also registered as a historic city landmark, known as the Miller-Hubbard House, but the other
comparables are not. Upward adjustments are determined to be warranted for SFR-01 through
SFR-03 for this factor, as supported by the data.

The subject site has an extensive amount of landscaping and hardscaping, especially to the rear
of the property to take advantage of the view and serenity of the creek, which can also be enjoyed
through the above average fenestration along the backside of the house. Additional amenities
include the built-in BBQ and fireplace in the enclosed patio area, there is also a fireplace in the
master suite, and home theater set-up. The electrical has been upgraded and garage outfitted for
use as a workshop that can accommodate high-power tools and there is a PV system. The
comparable sales also have various amenities beyond what would be considered typical for the
market (see Comparable Sale Data Sheets), and after weighting these features compared to the
subject’s, no adjustments to the comparables were necessitated.

The subject’s lot size is 39,291 square feet, which includes just over one half of the parcel located
in the riparian area along Coyote Creek. Market data suggests that larger single-family residential
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sites are more desirable to buyers in this market, and therefore upward adjustments have been
applied to SFR-02 and SFR-04 for their smaller lot sizes. SFR-01 and SFR-03 are slightly smaller
than the net useable portion of the subject, but are large lots nonetheless, and when considering
the slight irregularity of the subject parcel and below average site utility due to the slope, an
adjustment to these comparables for this factor did not app<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>