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Gentlemen:

INTRODUCTION

As requested, | have completed an investigation and appraisal report of the subject real property
commonly known as the:

MORRO BAY AND CAYUCOS SANITARY DISTRICT (CSD)
SHARED, FORMER WASTEWATER TREATMENT PLANT (WWTP) SITE AND OTHER PROPERTIES
APNs 066-331-033 AND -034
160 AND 180 ATASCADERO ROAD AND 1700 EMBARCADERO
MORRO BAY (SAN Luis OBISPO COUNTY), CA 93442

Enclosed is our report showing significant details of this investigation, together with exhibits and
analysis. These conclusions are based on an analysis of the subject property and the available market
data.

The purpose of this appraisal is to provide our opinion of the current fee-simple and leased-fee
ownership interests in the subject property. The intended use of this appraisal report is for potential
ownership-dissolution and/or sale purposes. The intended users are the clients — Cayucos Sanitary
District (CSD) and the City of Morro Bay. No other uses or users are intended by the appraiser.

This report has been prepared in conformance with the Uniform Standards of Professional Appraisal
Practice (USPAP) of the Appraisal Foundation, the Code of Professional Ethics and Standards of
Professional Appraisal Practice of the Appraisal Institute, and the requirements of our client(s) as we
understand them. This report contains 313 pages.

ASSUMPTIONS AND CONDITIONS OF APPRAISAL
Your attention is directed to the Assumptions and Conditions of Appraisal section of this report wherein
all assumptions and conditions are stated. These include the following:

e Property Size and Acreage Estimate — An acreage estimate by a licensed land surveyor has not
been provided. The City of Morro Bay Public Works Department provided an acreage estimate
from underlying maps at 18.49+ gross acres.
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The San Luis Obispo County Assessor’s Parcel Map shows an acreage for APN 066-331-034 of
15.90+ acres; no acreage is given for APN 066-331-033. Using the City of Morro Bay estimate,
APN 066-331-033 is roughly 2.92+ acres, which provides a total acreage of 18.82+ gross acres.
Both of these estimates are considered to be “gross” acreage estimates, including the public
road right-of-way. It is notable that at 100 feet wide, the width of the platted right-of-way
appears to be significantly wider than the actual developed/paved road and this additional
right-of-way comprises mostly vegetated sand dunes and unpaved parking areas lying to the
west of the existing road.

For appraisal purposes, the total acreage has been allocated amongst sub-portions, based on
differing land uses and other factors. This acreage allocation totaling 18.82+ acres is based on
Google Earth Pro estimates and is subject to further verification by a licensed land surveyor.

e Title Report — No title report was provided to the appraiser for review. This appraisal assumes
there are no unknown or adverse title conditions affecting the subject property.

It is assumed that title is good and marketable. The opinions of current market value are ren-
dered without regard to any questions of title, undisclosed leases, unapparent easements, etc.

e Interest Appraised — The property rights appraised in this report are the fee simple estate
subject to existing encumbrances of record and the leased fee interest for the leased portions.
Portions of the subject property feature existing ground leases for recreational campground
and former concrete plant uses.

e Former Wastewater Treatment Plant Remediation — A portion of the subject property was pre-
viously used as a municipal wastewater treatment plant (WWTP), including extensive on-site
facilities, storage tanks, sludge-drying beds, and support structures. The ownership of the
WWTP facilities were identified as City of Morro Bay — 65% and Cayucos Sanitary District —
35%." The WWTP use permit includes an obligation to remove the existing facilities and restore
the site to be usable for an alternative use. A current remediation cost estimate and schedule
is not available.

This appraisal is based on the hypothetical condition that the WWTP facilities have been
completely removed and the subject property is fully remediated as a vacant site — available
for redevelopment to its highest and best use. The client is advised that per USPAP Standard
Rule 2-2(a)(xiii), the use of a hypothetical condition may affect the assignment results.

e Martin Marietta — Former Hanson Aggregates/Morro Bay Materials Concrete Plant Remedia-
tion — A portion of the subject property was previously leased and used as a concrete plant,
including support structures. A current remediation cost estimate and schedule are not avail-
able.

The concrete plant is no longer in operation and the lease has expired, although the lessee is
still paying rent on a holdover basis.

This appraisal is based on the hypothetical condition that the former concrete plant facilities
have been completely removed and the property is fully remediated as a vacant site, available

" Note, the land ownership ratio is City of Morro Bay 60% and the CSD 40%.
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for redevelopment to its highest and best use. The client is advised that per USPAP Standard
Rule 2-2(a)(xiii), the use of a hypothetical condition may affect the assignment results.

e Highest and Best Use Valuation Scenarios — Former WWTP Site — The valuation of the subject
former WWTP property is based on two scenarios:

» Scenario A — Opinion of market value reflecting the current zoning of Parks and Recreation
(PR) per the City of Morro Bay Adopted Zoning Map, dated November 22, 2022.

» Scenario B — Opinion of market value reflecting the hypothetical condition that the prop-
erty has been rezoned to Visitor Serving Commercial (VSC) due to the property being
largely surrounded by VSC zoning. (The client is advised that per USPAP Standard Rule 2-
2(a)(xiii), the use of a hypothetical condition may affect the assignment results.)

e Morro Dunes RV Park — A portion of the subject property includes land comprising the north-
erly tip of the Morro Dunes RV Park. Morro Dunes RV Park is a long-established, popular, RV
park/campground with 170 spaces on 8.90+ acres and RV storage area comprising 4.67 £ acres,
totaling 13.57+ acres located across from a sandy public beach. This appraisal considers the
northerly 1.51+ acres, or 11.1% of the total 13.57+ acres occupied by Morro Dunes. This
property is valued reflecting the existing RV park ground lease (with roughly 4 years 4 months
remaining) and the property rights appraised represent the leased fee interest.

e Sandy Beach and Public Road Right-of-Way — The subject property includes sandy beach land
extending west to the mean high tide line of the Pacific Ocean and a strip of public road right-
of-way (ROW) comprising the Atascadero Road/Embarcadero roadway corridor. The sandy
beach land is valued based on its fee simple ownership, subject to the identified restrictions
on its use. The public road right-of-way is considered to be highly constrained, with no signifi-
cant contributory value.

e City of Morro Bay Maintenance Yard Buildings Encroachment — The City of Morro Bay Main-
tenance Yard Facility is located at 160 Atascadero Road and is situated between the former
WWTP and concrete plant properties. The City Maintenance Yard includes structures used for
vehicle storage, repair, and parts. Evidently, a portion of the repair and storage shop structures
may encroach onto the easterly edge of the WWTP property.

The exact square footage of the possible encroachment is not known. Our appraisal has esti-
mated approximately 14’ x 148" = 2,072+ square feet. This is based on an on-site measurement
and Google Earth Pro aerial photograph review. This appraisal is subject to revision based on
a refined square footage estimate by a licensed land surveyor or architect. An evaluation by a
licensed land surveyor is recommended in order to identify any encroachment that may exist.

e On-Site Contamination — No Phase | Environmental Site Assessment was provided for review.
Other than the potential impacts of the former WWTP or aggregate-processing uses, no ex-
amples of possible on-site contamination were disclosed to, or identified by, the appraiser.
Reportedly, the subject property does not include any known oil-related operations or feature
any existing/former oil pipeline locations. The former/existing uses include public beach, rec-
reational vehicle (RV) campground, former aggregate processing, public walkways, and public
roadway. It is not known if the past or present uses result in hazardous materials on-site. This
appraisal assumes no adverse contamination conditions exist on-site.
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e Legal Parcels — No parcel legality study has been provided. It appears that the subject property
may comprise separate underlying legal parcels. This appraisal assumes that the subject prop-
erty comprises at least two legal parcels potentially qualifying for Certificates of Compliance
consistent with the easterly/former concrete plant portion and the balance of the property.
Additional legal parcels may exist, depending upon the grant deed and mapping history. Por-
tions of the subject property were mapped and platted as the Atascadero Beach Tract, al-
though these portions were apparently never developed. A parcel legality study is recom-
mended.

e Jointly Owned Pipeline Infrastructure — The clients also jointly own pipeline infrastructure and
certain easements. As requested by the clients, no valuation of the jointly owned pipeline infra-
structure was completed as part of this appraisal.

Any significant variation from these assumptions may warrant a reappraisal of this property.

SUBJECT PROPERTY OVERVIEW

The subject property includes real property assets jointly owned by the City of Morro Bay and the CSD.
These properties are identified in the City of Morro Bay and Cayucos Sanitary District Joint Powers
Agreement (JPA); dated October 25, 1982; and consist of the former Morro Bay and CSD WWTP site
and other properties. Various other uses on the subject property include leased land for a concrete
plant (Martin Marietta, formerly Hanson Aggregates/Morro Bay Materials); leased land for the north
tip of Morro Dunes RV Park; and open, sandy-beach shoreline.

The WWTP ceased operation as of November 14, 2022. The WWTP Use Permit includes an obligation
to remove the existing facilities and restore the site to be usable for an alternative use.

Substantial portions of this neighborhood were rezoned by the City of Morro Bay as of 2021 and 2022.
This includes portions of the former WWTP property and the Vistra Energy Property/Former Morro Bay
Power Plant, which previously reflected M-1 Light Industrial and M-2 Coastal Dependent Industrial
zonings.

Based on the primary Visitor Serving Commercial zoning and land-use factors in the vicinity of the
subject property, the highest and best use of the subject property would likely reflect potential devel-
opment to visitor-serving uses — such as a motel or RV park uses. The sandy beach portions reflect a
highest and best use as public recreation and/or potential mitigation uses.

LAND TYPE ALLOCATION
No precise survey and acreage estimate is available for the portions of the subject property. Therefore,
we have completed a review and acreage calculation using a Google Earth Pro aerial photograph.

The subject property is summarized in the following table:
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MORRO BAY AND CSD

SHARED, FORMER WWTP SITE AND OTHER PROPERTIES
LAND-USE AND ACREAGE SUMMARY

JPA LAND
PARCEL APPRAISED OWNERSHIP
PORTION ID PROPERTY TYPE CURRENT USE ACRES % INTEREST" (MB/CSD)
1 2and 5a  Former WWTP Former Morro Bay and 581+ 30.87 FS 60/40
Cayucos WWTP
2 1° Sandy Beach Public Beach and Shore- 7.28+% 38.68 FS 60/40
line
3 4 and 5¢  Former Concrete Martin Marietta/Former 292+ 15.51 FS 60/40
Plant Hanson Aggregates
Lease
4 1° Morro Dunes RV Recreational Camp- 151+ 8.02 LF 60/40
Park ground
5 1P Public ROW Public Roadway-Atasca- 1.30+ 6.91 FS 60/40
dero Road to Embar-
cadero
6 2° Maintenance Build-  Morro Bay Maintenance - -- FS 100/0
ing Encroachment Buildings
Total 18.82+ 100.00

MARKET DATA OVERVIEW
The subject property is valued by comparison with market data representing sales of land considered
to be competitive with the subject property.

Due to the varying land uses and valuation scenarios, three groups of land sales were developed as
part of this appraisal. The inland portions of the subject property are compared with sales of both
developable and constrained, primarily coastal-oriented properties.

Comparable sales of constrained, oceanfront/beach properties from the greater Central California
coastline were considered. However, oceanfront-acreage land sales are generally quite scarce, particu-
larly those featuring significant use constraints (such as those affecting the beach and sand dune
portions of the subject property).

In addition, the leased Morro Dunes RV Park was valued based on the existing rental income and
relevant market data. Sales of RV parks/campgrounds were also considered in the valuation of the
Morro Dunes RV Park.

An additional group of sales were identified for Automotive Repair properties for valuing the City of
Morro Bay potential maintenance yard buildings encroachment.

PROPERTY VALUATION ANALYSIS
Based on evaluating the available market data, the inland portions are valued at $8.00 per square foot
for the PR-zoned portions under Scenario A and $18.50 and $21.00 per square foot for the VSC-zoned

" FS = Fee Simple; LF = Leased Fee
P Portion
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portions; the sandy beach and vegetated sand dune portions of the subject property are valued at
$0.69 per square foot.

The subject property is valued based on the contributory values of the beachfront and inland portions.

BULK PROPERTY DISCOUNT

The subject property comprises five distinct subportions, which are valued in relation to their various
potential highest and best uses and contributory values. However, due to the large size of the overall
subject property, if sold as a single property, it is likely that the total property sale price would reflect
a bulk discount. A bulk discount reflects the impact on the market value of selling the entire property
to a single buyer. Based on the evaluation of the subject property and current market conditions, a
bulk discount is concluded at 10%.

FRACTIONAL INTEREST DISCOUNT

The subject property is owned as shared, fractional/undivided, 60% and 40% interests by the City of
Morro Bay and the CSD. If marketed and sold as separate undivided interests, market factors indicate
there may be a discount from the pro-rata market value. Based on discussions with our clients, the
undivided interest analysis was not completed as part of this appraisal at this time.

MARKET VALUE CONCLUSIONS

After carefully evaluating the available information, it is my conclusion and opinion that the current
market value of the subject property, subject to the Assumptions and Conditions of Appraisal, as of
April 10, 2024, is as follows:

MORRO BAY AND CSD WWTP

VALUATION SUMMARY TABLE
SCENARIO A - "AS IS" WWTP ZONING

MARKET VALUE

SQUARE PER SQUARE CONTRIBUTORY

PORTION ZONING ACRES FEET FOOT MARKET VALUE
Former Treatment Plant PR 5.81+ 253,084 $ 8.00 $2,024,672
Sandy Beach oS 7.28+ 317,117 0.69 218,811
Aggregate Processing VSC 292+ 127,195 18.50 2,353,108
Morro Dunes RV Park VSC 1.51+ 65,776 46.83 3,080,290
Public ROW oS 1.30+ 56,628 0.00 0
Subtotal $7,676,880
Less Bulk Discount (10%) -$ 767,688
Total 18.82+ 819,800 $8.43 $6,909,193
Rounded $6,910,000

Six MiLLION NINE HUNDRED TEN THOUSAND DOLLARS
($6,910,000)
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MORRO BAY AND CSD WWTP

VALUATION SUMMARY TABLE
SCENARIO B - “HYPOTHETICAL REZONED" WWTP ZONING

MARKET VALUE

SQUARE PER SQUARE CONTRIBUTORY

PORTION ZONING ACRES FEET FOOT MARKET VALUE
Former Treatment Plant Ne 581+ 253,084 $20.00 $ 5,061,680
Sandy Beach (0N 7.28+ 317,117 0.69 218,811
Aggregate Processing VSC 292+ 127,195 18.50 2,353,108
Morro Dunes RV Park VSC 1.51+ 65,776 46.83 3,080,290
Public ROW (6N 1.30+ 56,628 0.00 0
Subtotal $10,743,889
Less Bulk Discount (10%) -$ 1,074,389
Total 18.82+ 819,800 $11.80 $ 9,669,500
Rounded $ 9,670,000

NINE MILLION SiX HUNDRED SEVENTY THOUSAND DOLLARS
($9,670,000)

Maintenance Facility Shop Building Possible Encroachment

The possible encroaching repair and storage shop structures are valued reflecting a contributory mar-
ket value of $165 per square foot, featuring buildings only (excluding land value). The land value of
the possibly-encroaching area affecting the former WWTP site is estimated based on Scenario A as
municipal-use property at $8 per square foot. This provides a total market value of the possibly-
encroaching buildings and land as of April 10, 2024, as follows:

MAINTENANCE FACILITY

SHOP BUILDING ENCROACHMENT VALUATION

SQUARE MARKET VALUE MARKET VALUE
COMPONENT FEET PER SQUARE FOOT SCENARIO A
Building 2,072 $165 $341,880
Land 2,072 8 16,576
Total $358,458
$358,000R

THREE HUNDRED FIFTY-EIGHT THOUSAND DOLLARS
($358,000)

" Hypothetical condition — rezoned from PR to VSC
R Rounded
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Thank you for this opportunity to be of service. Please contact me with any questions at (805) 544-
2472, Extension 215, or TMurphy@appraisecc.com.

Respectfully submitted,
A
//
e \LQ——Q’ O-
Todd O. Murphy, MAI, A
Senior Appraiser

California License #AG002286
Expires February 14, 2026

TOM:AME;jsi
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ASSUMPTIONS AND CONDITIONS OF APPRAISAL

APPRAISAL REPORT LIMITATIONS

This appraisal is for no purpose other than property valuation and the appraiser is neither qualified for
nor attempting to go beyond that narrow scope.

The reader should be aware that there are also inherent limitations to the accuracy of the information
and analyses contained in this appraisal. Before making any decision based on the information and
analyses contained in this report, it is critically important to read this entire section to understand these
limitations.

Appraisal reports are technical documents addressed to the specific technical needs of the clients.
Casual readers should understand that this report does not contain all of the information the appraiser
has developed concerning the subject property or the real estate market.

While no factors the appraiser believes to be significant but unknown to the client have been knowingly
withheld, it is always possible that the appraiser may have information of significance that may be
important to others but did not seem important in determining the value and was not included in this
report.

TITLE LIMITATIONS
No title report was provided to the appraiser for review. This appraisal assumes there are no unknown
adverse title conditions affecting the subject property.

It is assumed that title is good and marketable. The opinions of current market value are rendered
without regard to any questions of title, undisclosed leases, unapparent easements, etc.

PROPERTY SIZE AND ACREAGE ESTIMATE

An acreage estimate by a licensed land surveyor has not been provided. The City of Morro Bay Public
Works Department provided an acreage estimate from underlying maps at 18.49+ gross acres.

The San Luis Obispo County Assessor’s Parcel Map shows an acreage for APN 066-331-034 of 15.90+
acres; no acreage is given for APN 066-331-033. Using the City of Morro Bay estimate, APN 066-331-
033 is roughly 2.92+ acres, which provides a total acreage of 18.82+ gross acres. Both of these
estimates are considered to be “gross” acreage estimates, including the public road right-of-way. It is
notable that at 100 feet wide, the width of the platted right-of-way appears to be significantly wider
than the actual developed/paved road and this additional right-of-way comprises mostly vegetated
sand dunes and unpaved parking areas lying to the west of the existing road.

For appraisal purposes, the total acreage has been allocated amongst sub-portions, based on differing
land uses and other factors. This acreage allocation totaling 18.82+ acres is based on Google Earth Pro
estimates and is subject to further verification by a licensed land surveyor.

Based on this, the following acreages are estimated:
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MORRO BAY AND CSD

SHARED, FORMER WWTP SITE AND OTHER PROPERTIES
LAND-USE AND ACREAGE SUMMARY

JPA LAND
PARCEL APPRAISED  OWNERSHIP
PORTION ID PROPERTY TYPE CURRENT USE ACRES % INTEREST" (MB/CSD)
1 2and 5a  Former WWTP Former Morro Bay and 581+ 30.87 FS 60/40
CSD WWTP
2 1P Sandy Beach Public Beach and Shore- 7.28+% 38.68 FS 60/40
line
3 4 and 5¢  Former Concrete Martin Marietta/Former 292+ 15.51 FS 60/40
Plant Hanson Aggregates
Lease
4 1° Morro Dunes RV Recreational Camp- 151+ 8.02 LF 60/40
Park ground
5 1P Public ROW Public Roadway-Atasca- 1.30+ 6.91 FS 60/40
dero Road to Embar-
cadero
6 2° Maintenance Build-  Morro Bay Maintenance - -- FS 100/0
ing Encroachment Buildings
Total 18.82+ 100.00
INTEREST APPRAISED

The property rights appraised in this report are the fee simple estate subject to existing encumbrances
of record and the leased fee interest for the leased portions. Portions of the subject property feature
existing ground leases for recreational campground and former concrete plant uses.

FORMER WWTP REMEDIATION

A portion of the subject property was previously used as a municipal WWTP, including extensive on-
site facilities, storage tanks, sludge drying beds, and support structures. The ownership of the WWTP
facilities were identified as City of Morro Bay — 65% and Cayucos Sanitary District — 35%.” The WWTP
use permit includes an obligation to remove the existing facilities and restore the site to be usable for
an alternative use. A current remediation cost estimate and schedule is not available.

This appraisal is based on the hypothetical condition that the WWTP facilities have been completely
removed and the subject property is fully remediated as a vacant site — available for redevelopment to
its highest and best use. The client is advised that per USPAP Standard Rule 2-2(a)(xiii), the use of a
hypothetical condition may affect the assignment results.

*FS = Fee Simple; LF = Leased Fee
P Portion
** Note, the land ownership ratio is City of Morro Bay 60% and the CSD 40%.
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MARTIN MARIETTA — FORMER HANSON AGGREGATES/MORRO BAY MATERIALS CONCRETE

PLANT REMEDIATION
A portion of the subject property was previously leased and used as a concrete plant, including support
structures. A current remediation cost estimate and schedule are not available.

The concrete plant is no longer in operation and the lease has expired, although the lessee is still
paying rent on a holdover basis.

This appraisal is based on the hypothetical condition that the former concrete plant facilities have
been completely removed and the property is fully remediated as a vacant site, available for redevelop-
ment to its highest and best use. The client is advised that per USPAP Standard Rule 2-2(a)(xiii), the
use of a hypothetical condition may affect the assignment results.

HIGHEST AND BEST USE VALUATION SCENARIOS
The valuation of the subject former WWTP property is based on two scenarios:

e Scenario A — Opinion of market value reflecting the current zoning of Parks and Recreation
(PR) per the City of Morro Bay Adopted Zoning Map, dated November 22, 2022.

e Scenario B — Opinion of market value reflecting the hypothetical condition that the property
has been rezoned to Visitor Serving Commercial (VSC) due to the property being largely
surrounded by VSC zoning. (The client is advised that per USPAP Standard Rule 2-2(a)(xiii), the
use of a hypothetical condition may affect the assignment results.)

MORRO DUNES RV PARK

A portion of the subject property includes land comprising the northerly tip of the Morro Dunes RV
Park. Morro Dunes RV Park is a long-established, popular, RV park/campground with 170 spaces on
8.90+ acres and RV storage area comprising 4.67+ acres, totaling 13.57+ acres located across from a
sandy public beach. This appraisal considers the northerly 1.51+ acres, or 11.1% of the total 13.57+
acres occupied by Morro Dunes. This property is valued reflecting the existing RV park ground lease
(with roughly 4 years 4 months remaining) and the property rights appraised represent the leased fee
interest.

SANDY BEACH AND PUBLIC ROAD RIGHT-OF-WAY

The subject property includes sandy beach land extending west to the mean high tide line of the Pacific
Ocean and a strip of public road right-of-way (ROW) comprising the Atascadero Road/Embarcadero
roadway corridor. The sandy beach land is valued based on its fee simple ownership, subject to the
identified restrictions on its use. The public road right-of-way is considered to be highly constrained,
with no significant contributory value.

CITY OF MORRO BAY MAINTENANCE YARD BUILDINGS ENCROACHMENT

The City of Morro Bay Maintenance Yard Facility is located at 160 Atascadero Road and is situated
between the former WWTP and concrete plant properties. The City Maintenance Yard includes struc-
tures used for vehicle storage, repair, and parts. Evidently, a portion of the repair and storage shop
structures may encroach onto the easterly edge of the WWTP property.

The exact square footage of the possible encroachment is not known. Our appraisal has estimated
approximately 14’ x 148" = 2,072+ square feet. This is based on an on-site measurement and Google
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Earth Pro aerial photograph review. This appraisal is subject to revision based on a refined square
footage estimate by a licensed land surveyor or architect. An evaluation by a licensed land surveyor is
recommended in order to identify any encroachment that may exist.

ON-SITE CONTAMINATION

No Phase | Environmental Site Assessment was provided for review. Other than the potential impacts
of the former WWTP or aggregate-processing uses, no examples of possible on-site contamination
were disclosed to, or identified by, the appraiser. Reportedly, the subject property does not include
any known oil-related operations or feature any existing/former oil pipeline locations. The former/
existing uses include public beach, recreational vehicle (RV) campground, former aggregate pro-
cessing, public walkways, and public roadway. It is not known if the past or present uses result in
hazardous materials on-site. This appraisal assumes no adverse contamination conditions exist on-site.

LEGAL PARCELS

No parcel legality study has been provided. It appears that the subject property may comprise separate
underlying legal parcels. This appraisal assumes that the subject property comprises at least two legal
parcels potentially qualifying for Certificates of Compliance consistent with the easterly/former con-
crete plant portion and the balance of the property. Additional legal parcels may exist, depending
upon the grant deed and mapping history. Portions of the subject property were mapped and platted
as the Atascadero Beach Tract, although these portions were apparently never developed. A parcel
legality study is recommended.

JOINTLY OWNED PIPELINE INFRASTRUCTURE
The clients also jointly own pipeline infrastructure and certain easements. As requested by the clients,
no valuation of the jointly owned pipeline infrastructure was completed as part of this appraisal.

GOVERNMENT REGULATIONS

It is assumed that there is full compliance with all applicable federal, state, and local environmental
regulations, zoning regulations, building codes, and license laws. No code-compliance issues were
disclosed to or identified by the appraiser.

The totality of such laws and regulations governing the use and enjoyment of a property are beyond
the scope of any particular individual, though the appraiser does try to keep abreast of any restrictions
on the free enjoyment of real estate.

ENGINEERING

An engineering analysis of the property was neither provided for use nor made as a part of this
appraisal contract. Any representation as to the suitability of the property for uses suggested in this
analysis is therefore based on a rudimentary investigation by the appraiser and the value conclusions
are subject to said limitations.

The appraiser is not a qualified engineer nor does he purport to have any expertise in engineering.

While the accompanying report describes physical characteristics of the property, it is provided to
assist in visualization of the property and is not to be construed as an engineering analysis of the
property. The observed features and conditions reported here are based on a casual inspection of the
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property. For instance, the appraiser is not an expert on soils, geology, etc. No attempt was made to
inspect these or other such items in detail beyond noting their existence and an inquiry as to their
condition.

It is assumed that there are no hidden or unapparent conditions of the property, subsoil, or structures,
that would render it more or less valuable.

If any interested party is concerned about the existence, condition, or adequacy of any particular item
or aspect of the property, it is strongly suggested that a construction expert or engineer be engaged
for a detailed, expert investigation.

INFORMATION AS A BASIS OF VALUE

In the course of this investigation, much of the information used in arriving at conclusions was provided
by others. Some sources of information include government agencies, accountants, real estate agents/
brokers, buyers, sellers, lenders, other appraisers, builders, etc.

These sources are assumed to be reliable and the information is assumed to be true and accurate. An
attempt is made to verify all information; however, the appraiser cannot guarantee the accuracy of this
information.

VALIDITY OF APPRAISAL

The conclusions reached here are based on projections and analyses as of the date of the appraisal.
The appraiser claims no clairvoyance. Thus, as conditions change in the future, so may the factors that
create, maintain, and destroy value.

Certain projections and mathematical models are based on the appraiser’s best estimate of possible
future conditions and do not represent guarantees or actualities that may occur. They are an attempt
on the part of the appraiser to represent the probable actions of typical buyers, sellers, and users in
the marketplace.

While every attempt was made to be as accurate as possible, the market value of a property is ulti-
mately a judgment decision or opinion. This should be realized by the user of this report, who should
analyze the information provided to ensure their agreement with the conclusions, before acting there-
on.
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS

Property Name:

Property Location:

APNs:
Land Size:

Property Type:

Topography:

Improvements:

Zoning:

Current Use:

Highest and Best Use:

Owners of Record:

Shared Wastewater Treatment Plant (WWTP) Site and
Other Properties

160 and 180 Atascadero Road and 1700 Embarcadero,
Morro Bay (San Luis Obispo County), CA 93442

066-331-033 and -034
18.82+ acres

Public beach, public roadway, former aggregate pro-
cessing, recreational camping/RV park, and former
WWTP

Level; gently-sloping beach

Former wastewater treatment facilities, paved portions
for RV campground, and aggregate-processing plant

City of Morro Bay: Parks and Recreation (PR), Visitor
Serving Commercial (VSC), and Open Space (OS)

Public use, recreational campground, aggregate pro-
cessing, and former WWTP site

Coastal-related, commercial, visitor-serving uses;
public recreation for sandy beaches

City of Morro Bay and Cayucos Sanitary District (CSD)

Date of Value: April 10, 2024
Date of Report: July 22, 2024

CONTINUED ON THE FOLLOWING PAGE
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS, CONTINUED

Current Market Value Conclusion:

MORRO BAY AND CSD WWTP

VALUATION SUMMARY TABLE
SCENARIO A - "AS IS" WWTP ZONING

MARKET VALUE

SQUARE PER SQUARE CONTRIBUTORY

PORTION ZONING ACRES FEET FOOT MARKET VALUE
Former Treatment Plant PR 5.81+ 253,084 $ 8.00 $2,024,672
Sandy Beach (0N 7.28+ 317,117 0.69 218,811
Aggregate Processing VSC 292+ 127,195 18.50 2,353,108
Morro Dunes RV Park VSC 1.51+ 65,776 46.83 3,080,290
Public ROW (0N 1.30+ 56,628 0.00 0
Subtotal $7,676,880
Less Bulk Discount (10%) -$ 767,688
Total 18.82+ 819,800 $8.43 $6,909,193
Rounded $6,910,000

Six MiLLION NINE HUNDRED TEN THOUSAND DOLLARS
($6,910,000)

MORRO BAY AND CSD WWTP

VALUATION SUMMARY TABLE
SCENARIO B = "HYPOTHETICAL REZONED"” WWTP ZONING

MARKET VALUE

SQUARE PER SQUARE CONTRIBUTORY

PORTION ZONING ACRES FEET FOOT MARKET VALUE
Former Treatment Plant Ne 581+ 253,084 $20.00 $ 5,061,680
Sandy Beach oS 7.28+ 317,117 0.69 218,811
Aggregate Processing VSC 292+ 127,195 18.50 2,353,108
Morro Dunes RV Park VSC 1.51+ 65,776 46.83 3,080,290
Public ROW 0S 1.30+ 56,628 0.00 0
Subtotal $70,743,889
Less Bulk Discount (10%) -$ 1,074,389
Total 18.82+ 819,800 $12.04 $ 9,669,500
Rounded $ 9,670,000

NINE MILLION Six HUNDRED SEVENTY THOUSAND DOLLARS
($9,670,000)

CONTINUED ON THE FOLLOWING PAGE

* Hypothetical condition — rezoned from PR to VSC
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APPRAISALS
SUMMARY OF SALIENT FACTS AND CONCLUSIONS, CONTINUED
Special Conditions: Market values conditional upon:

« See Assumptions and Conditions of Appraisal.

Todd O. Murphy, MAI, ARA, is a State-Certified General
Real Estate Appraiser; State of California License
#AG002286 (expires February 14, 2026).
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CERTIFICATION

| certify that, to the best of my knowledge and belief:

the statements of fact contained in this report are true and correct.
| have made a personal inspection of the property that is the subject of this report.

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

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

| have performed no services regarding the property that is the subject of this report within
the 3-year period immediately preceding acceptance of this assignment.

my compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the attainment of a stipulated result, or the occurrence of a sub-
sequent event directly related to the intended use of this appraisal.

my engagement in this assignment was not contingent upon developing or reporting prede-
termined results.

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

Amber Eckert (Central California Appraisals Analyst/Appraiser Trainee) assisted in the develop-
ment of this report. Refer to the Statement of Professional Contribution in the Addenda of this
report for detail of contribution.

the reported analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Code of Professional Ethics & Standards of Professional
Appraisal Practice of the Appraisal Institute and the American Society of Farm Managers and
Rural Appraisers (ASFMRA).

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

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

as of the date of this report, |, Todd O. Murphy, MAI, ARA, have completed the continuing
education program of the Appraisal Institute and ASFMRA.

/\/:Q.Q/O- LQQfﬂ

Todd O. Murphy, MAI, ARA California License #AG 002286

Expires February 14, 2026
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DISCLOSURE AND USE

This report shall be used for its intended purposes only and by the parties to whom it is intended.
Possession of this report does not include the right of publication. This report cannot be updated or
changed by any party other than an employee of Central California Appraisals.

Neither all nor any part of this report shall be conveyed to any person or entity, other than the
appraiser’s or firm's client, through advertising, solicitation materials, public relations, news, sales, or
other media without the written consent and approval of the author, particularly as to valuation con-
clusions, the identity of the appraiser or firm with which the appraiser is connected, or any reference
to the Appraisal Institute or MAI designation. Further, the appraiser or firm assumes no obligation,
liability, or accountability to any third party. If this report is placed in the hands of anyone but the
client, client shall make such party aware of all the assumptions and limiting conditions of the assign-
ment.

The appraiser is not required to give testimony or to appear in court by reason of this appraisal, with
reference to the property in question, unless further arrangements have been previously made and
mutually agreed upon.

Information estimates and opinions furnished to the appraiser and contained in this report were
obtained from sources considered reliable and believed to be true and correct. However, no responsi-
bility for accuracy of such items furnished the appraiser can be assumed by the appraiser.

The appraiser assumes no responsibility for changes and/or limitations that may be imposed to the
subject by the numerous governmental and political entities that have authority to make decisions
that can alter property use, project feasibility, and value.

All professional appraisal reports must also contain the following statement:

The Appraisal Institute conducts a voluntary program of continuing education of its
designated members. MAls who meet the standards of this program are awarded periodic
educational certification. Todd O. Murphy, MAI, ARA, is certified under this program.

This report has been prepared in accordance with the Code of Professional Ethics & Standards of
Professional Appraisal Practice of the Appraisal Institute and the American Society of Farm Managers
and Rural Appraisers (ASFMRA). The Appraisal Institute and ASFMRA have a legal right to review the
report.
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SUBJECT PHOTOGRAPHS AND LOCATIONAL MAPS

Photographs taken by Todd O. Murphy, MAI, ARA, on January 29 and February 23, 2024.
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Viewing South From Atascadero Road Along Park Street;

Subject Former Concrete Plant Property to the Right
I =

i
Viewing Southwest Across Atascadero Road Toward the Northeastern Corner of Subject
Property; Former Concrete Plant — 180 Atascadero Road
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Viewing Southeast Across Atascadero Road Toward Entrance to 180 Atascadero Road;
Former Concrete Plant
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Viewing North Toward Former Concrete Plant Site Entrance; Atascadero Road in Background

Viewing Northwest Toward Empty Fuel Tank and Structures at Former Concrete Plant
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Viewing North Toward Processing Equipment at Former Concrete Plant
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Water Tank at Former Concrete Plant

City of Morro Bay
Maintenance Building

Ogle
Property

SR
o N

Viewing South From Atascadero Road Toward Former Concrete Plant Entrance;
City of Morro Bay Maintenance Yard at Right
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Viewing West Along Atascadero Road Toward Beach and Former WWTP
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Viewing Southeast Toward Entrance to Former WWTP; 160 Atascadero Road

Viewing East Along Atascadero Road; Former WWTP Entrance to the Right;
160 Atascadero Road
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- Viewi-né Southeast Across Atascadero Road;
Former WWTP Administration Building With Outfall Pipeline Marker
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Viewing Southeast Over Former WWTP Sludge-Drying Beds

Viewing Southwest Over Former WWTP Sludge-Drying Beds;
Morro Dunes RV Park and Morro Rock in Background

© 2024 Central California Appraisals 120-S22 Page 22



CENTRAL CALIFORNIA

APPRAISALS

Viewing East Through WWTP Site

Viewing Northeast Through WWTP Site
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Viewing East; Close-Up View of Outfall Pipeline Marker Next to
Former WWTP Administration Building

Viewing Southwest Along Atascadero Road/Embarcadero;
Morro Dunes RV Park at Left
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Viewing East From Atascadero Road Toward Border Between
Former WWTP and Morro Dunes RV Park (at Right)
-

Viewing South Along Embarcadero; Subject Property to East;
Morro Rock in Background
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Viewing East From Embarcadero Toward Morro Dunes RV Park Entrance and
Office Building/Residence (1700 Embarcadero)
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Viewing North in Morro Dunes RV Park

Viewing North Along Embarcadero; Subject Property to the Left and Right
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Viewing West Toward Public-Use Parking Lot for Beach Access on Speedway Parcel

Close-Up of Grate in Beach Parking Lot on Speedway Parcel
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Viewing West Over the Sandy Beach Area on Speedway Parcel Portion of Subject Property
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Viewing Southeast From Beach and Speedway Parcel Toward Morro Dunes RV Park
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P and Morro Dunes RV Park

Viewing East From Beach/Speedway Parcel Toward Former WWT
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SAN Luis OBISPO COUNTY AND VICINITY LOCATION MAP
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CITY oF MORRO BAY AND VICINITY LOCATION MAP
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MoRRO BAY AND CSD WWTP
ASSESSOR'S PARCEL MAP
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AREA MAP PROVIDED BY THE CITY OF MORRO BAY
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GOOGLE EARTH PRO AERIAL PHOTOGRAPH OF THE
MoRRO BAY AND CSD WWTP
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CiTY oF MORRO BAY AND CSD WWTP AND
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APPRAISAL REPORT — INTRODUCTION

PURPOSE OF ASSIGNMENT, INTENDED USE, AND INTENDED USERS

The purpose of this appraisal is to provide our opinion of the current fee-simple and leased-fee
ownership interests in the subject property identified as the:

MORRO BAY AND CSD
SHARED, FORMER WASTEWATER TREATMENT PLANT (WWTP) SITE AND OTHER PROPERTIES
APNSs 066-331-032, -033, AND -034
160 AND 180 ATASCADERO ROAD AND 1700 EMBARCADERO
MORRO BAY (SAN Luis OBISPO COUNTY), CA 93442

The intended use of this appraisal report is for potential ownership-dissolution and/or sale purposes.
The intended users are the clients — Cayucos Sanitary District (CSD) and the City of Morro Bay. No
other uses or users are intended by the appraiser.

Without the written consent of the appraiser, this report may not be used for any purpose by any
person other than the intended users. The appraiser has no liability, obligation, or responsibility to any
person other than the party to whom the report is addressed.

This report shall be used for its intended purposes only and by the parties to whom it is intended.
Possession of this report does not include the right of publication. This report cannot be updated or
changed by any party other than an employee of Central California Appraisals.

SCOPE OF THIS REPORT

The scope of this report involves a comprehensive investigation into all factors that are believed to
influence the market value of the subject property. This investigation is summarized as follows:

e Conducted a physical inspection of the subject property and neighborhood.

e Reviewed and analyzed available public and private information on this property. Some of the
more significant documents included:

» City of Morro Bay — Plan Morro Bay; Adopted via Ordinance 654; November 22, 2022
» City of Morro Bay Zoning and General Plan maps

» City of Morro Bay and the Cayucos Sanitary District Joint Powers Agreement; October 25,
1982

» Hanson Aggregates (now Martin Marietta) and Morro Dunes RV Park lease and rental
information

» Federal Emergency Management Agency (FEMA) Flood Map Number 06079C0813H,;
May 16, 2017

» U.S. Department of Agriculture (USDA) Natural Resources Conservation Service (NRCS)
Web Soil Survey

» U.S. Geologic topographic map
» Various maps and exhibits provided by the client

© 2024 Central California Appraisals 120-S22 Page 40



CENTRAL CALIFORNIA

APPRAISALS

e Interviewed various public officials and private individuals regarding various aspects of this
property. The most significant parties interviewed during this investigation were:

» Mr. Greg Kwolek, Public Works Director, City of Morro Bay

» Mr. Rick Koon, District Manager, Cayucos Sanitary District

» Ms. Damaris Hanson, Utilities Division Manager, City of Morro Bay

» Ms. Kim Foster, Senior Planner, City of Morro Bay Community Development Department

e Performed an analysis and conclusion of the highest and best use of this property.

e Conducted an investigation of current market sales, listings, and other market data utilizing
deed recordings, multiple listing data, lenders, real estate brokers, and others, in order to for-
mulate a supported opinion of the market value of this property.

¢ Completed an income approach valuation of the leased fee interest in the northerly portion of
the Morro Dunes property.

e Arrived at current market value conclusions of the subject property under Valuation Scenar-
ios A and B.

KEY DEFINITIONS
MARKET VALUE

The most probable price, as of a specified date, in cash, or in terms equivalent to cash, or
in other precisely revealed terms, for which the specified property rights should sell after
reasonable exposure in a competitive market under all conditions requisite to a fair sale,
with the buyer and seller each acting prudently, knowledgeably, and for self-interest, and
assuming that neither is under undue duress.

MARKET RENT'

The most probable rent that a property should bring in a competitive and open market
under all conditions requisite to a fair lease transaction, the lessee and lessor each acting
prudently and knowledgeably, and assuming the rent is not affected by undue stimulus.
Implicit in this definition is the execution of a lease as of a specified date under conditions
whereby

* lessee and lessor are typically motivated,

* Both parties are well informed or well advised, and acting in what they consider their
best interests;

* Payment is made in terms of cash or in terms of financial arrangements comparable
thereto; and

* The rent reflects specified terms and conditions, such as permitted uses, use restric-
tions, expense obligations, duration, concessions, rental adjustments, and revalua-
tions, renewal and purchase options, and tenant improvements (TIs).

T The Dictionary of Real Estate Appraisal, Seventh Edition, 2023, Appraisal Institute
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FEE SIMPLE ESTATE'

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.

LEASED FEE INTEREST

The ownership interest held by the lessor, which includes the right to receive the contract
rent specified in the lease plus the reversionary right when the lease expires.

EASEMENT!

The right to use another’s land for a stated purpose.

EASEMENT

An interest in real property that conveys use, but not ownership, of a portion of an owner's property.
A non-possessing interest held by one person in land of another person, whereby the first person is
accorded partial use of such land for a specific purpose. An easement restricts, but does not abridge,
the rights of the fee owner to the use and enjoyment of the easement holder’s rights.

REPORT?

Report: any communication, written or oral, of an appraisal or appraisal review that is
transmitted to the client or a party authorized by the client upon completion of an assign-
ment.

Uniform Standards of Professional Appraisal Practice (USPAP) Standards Rule 2-2 and The Dictionary
of Real Estate Appraisal, Seventh Edition, 2023, identify report types as follows:

Each written real property appraisal report must be prepared under one of the following
options and prominently state which option is used: Appraisal Report or Restricted
Appraisal Report.

An Appraisal Report summarizes all information significant to the solution of the
appraisal problem.

A Restricted Appraisal Report is for client use only; or, when additional intended users
are identified by name.3 The restricted appraisal report should contain a brief statement
of information significant to the solution of the appraisal problem.

T The Dictionary of Real Estate Appraisal, Seventh Edition, 2023, Appraisal Institute
2 USPAP 2020-2023
3 Standard 2-2(b)(ii), USPAP 2020-2023
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Market value estimates are either retrospective (past date), current (current date), or prospective
(future date). These appraisal types are defined! as:

Retrospective appraisals (effective date of the appraisal prior to the date of the report)
may be required for property tax matters, estate or inheritance tax matters, condem-
nation proceedings, suits to recover damages, and other similar situations.

Current appraisals occur when the effective date of the appraisal is contemporaneous
with the date of the report. Because most appraisals require current value opinions, the
importance of specifying both the date of the report and the effective date of the analysis
(s sometimes lost.

Prospective appraisals (effective date of the appraisal subsequent to the date of the
report) may be required for valuations of property interests related to proposed devel-
opments, as the basis for value at the end of a cash flow projection, and for other reasons.

TYPE OF REPORT
This appraisal is presented in a narrative report format written in conformance with the requirements
of USPAP Standards Rule 2-2(a).

INTEREST APPRAISED

The property rights appraised in this report are the fee simple estate subject to existing encumbrances
of record and the leased fee interest for the leased portions. Portions of the subject property feature
existing ground leases for recreational campground and former concrete plant uses.

DATE OF VALUE

The date of value is the last date of inspection, April 10, 2024. The property was previously inspected
on January 29, 2024, and February 23, 2024. This later inspection was accompanied with Mr. Greg
Kwolek and Ms. Damaris Hanson, City of Morro Bay representatives.

DATE OF REPORT
The date of this report is July 22, 2024.

OWNERSHIP
The property is currently vested in joint ownership between the City of Morro Bay and the Cayucos
Sanitary District (CSD).

LEGAL DESCRIPTION/PROPERTY IDENTIFICATION
No current legal description was provided for the subject property. As a result of the Joint Powers
Agreement (JPA)2, a Grant Deed was recorded as of April 28, 1983 (Document No. 1983-18156). The

T The Appraisal Standards Board, Advisory Opinion 34 (AO-34), USPAP 2020-2023

2 As of October 25, 1982, the City of Morro Bay and the Cayucos Sanitary District entered into a Joint Powers Agreement
(JPA) for the ownership, operation, and maintenance of the WWTP. This agreement spelled out various rights and
responsibilities for each party and also identified the commonly owned subject property.
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City of Morro Bay granted an undivided 40% interest in the subject property to the CSD. The legal
description of the property is shown in the Addenda of this appraisal report.

JPA — LEGAL DESCRIPTION PARCEL IDENTIFICATION
The following parcels are identified in the JPA and are considered as part of this appraisal:’

Parcel 1 - Speedway Parcel

This is the westerly portion of the subject property and includes open sandy beach and ocean frontage,
public road right-of-way, a portion (northwest corner) of the WWTP, and the northerly tip of the Morro
Dunes RV Park.

Parcels 2 and 5A - WWTP and WWTP Expansion Site
This comprises the main WWTP site and the WWTP expansion area along the southerly of the main
plant site.

Parcels 4 and 5C - Morro Bay Materials and Morro Bay Materials Expansion Site
This represents the concrete plant leased site previously occupied by Morro Bay Materials-Wixom and
later Hanson Aggregates.

PROPERTY ADDRESSES AND ASSESSOR’S PARCEL NUMBERS (APNS)

The subject property is commonly referred to by the physical addresses of 160 Atascadero Road
(former WWTP), 180 Atascadero Road (former concrete plant), as well as 1700 Embarcadero (Morro
Dunes RV Park), Morro Bay. The subject property is also identified by San Luis Obispo County APNs
066-331-033 and -034.

The relevant subject property portions are summarized in the following table:

MORRO BAY AND CSD

SHARED, FORMER WWTP SITE AND OTHER PROPERTIES
LAND-USE AND ACREAGE SUMMARY

JPA LAND
PARCEL APPRAISED  OWNERSHIP
PORTION ID PROPERTY TYPE CURRENT USE ACRES % INTEREST” (MB/CSD)
1 2and 5a  Former WWTP Former Morro Bay and 581+ 30.87 FS 60/40
CSD WWTP
2 1P Sandy Beach Public Beach and Shore- 7.28+ 38.68 FS 60/40
line
3 4 and 5¢  Former Concrete Martin Marietta/Former 292+ 15.51 LF 60/40
Plant Hanson Aggregates
Lease
4 1P Morro Dunes RV Recreational Camp- 151+ 8.02 LF 60/40
Park ground

CONTINUED ON THE FOLLOWING PAGE

T Note: Parcels 3 and 5B — Maintenance Yard and Maintenance Yard Expansion Site — comprise the City of Morro Bay
Maintenance Yard parcels that were not part of the JPA and are not considered in this appraisal.

*FS = Fee Simple; LF = Leased Fee
P Portion
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MORRO BAY AND CSD

SHARED, FORMER WWTP SITE AND OTHER PROPERTIES
LAND-USE AND ACREAGE SUMMARY, CONTINUED

JPA LAND
PARCEL APPRAISED  OWNERSHIP
PORTION ID PROPERTY TYPE CURRENT USE ACRES % INTEREST" (MB/CSD)
5 1P Public ROW Public Roadway-Atasca- 1.30+ 6.91 FS 60/40
dero Road to Embar-
cadero
6 2°F Maintenance Build- ~ Morro Bay Maintenance -- -- FS 100/0
ing Encroachment Buildings
Total 18.82+ 100.00

PROPERTY HISTORY

The subject property comprises the former Morro Bay/CSD WWTP site and related facilities. The jointly
operated WWTP was originally developed as of about 1953 under a JPA; the JPA was most recently
updated in 1982. Various other uses on portions of the property include previously leased land for
concrete plant (Martin Marietta, formerly Hanson Aggregates/Morro Bay Materials/Wixom); leased
land for the north portion of Morro Dunes RV Park (originally developed in 1967 and operated under
several successive 20-year leases); open, sandy-beach shoreline; and ocean outfall pipeline.

The WWTP ceased operation as of November 14, 2022. The WWTP Site Use Permit includes an obli-
gation to remove the existing facilities and restore the site to be usable for an alternative use.

There have been no sales of the subject property in the past 5 years.

EXPOSURE TIME'

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.

Comment: Exposure time is a retrospective opinion based on an analysis of past events
assuming a competitive and open market.

The assumed market exposure time for the subject property would have been 12 to 15 months.

*FS = Fee Simple; LF = Leased Fee
P Portion
T USPAP 2020-2023
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APPRAISER’'S COMPETENCE

The appraiser has extensive experience appraising oceanfront properties, development land, con-
strained land, and ranches totaling over 50 miles of shoreline. The appraiser has also appraised several
complex properties and potential development sites in Morro Bay, as well as land acquired for pro-
posed WWTPs in several communities. The appraiser’'s qualifications are included in the Addenda of
this report.
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6DQ /XLV 2ELVSR &RXQW\ LV ORFDWHG DORQJ WKH FRDVW Rl &HQWUL
ZHVWHUQ FLWLHV Rl /RV $QJHOHV DQG 6DQ UDQFLVFR ,W LV RQH RI
FRQWDLQV DQ DUHD RI VTXDUH PLOHYV DFUHV ZLWK  PLC
2FHDQ

3+<6,8%19,5210(17$/

7KH SK\VLFDO FKDUDFWHU RI WKH FRXQW\ RIIHUV D YDULHW\ RI FOL
HYHU\RQH 7KHVH WHUUDLQV LQFOXGH VDQG\ EHDFKHV DQG URFN\ F
PRXQWDLQV DORQJ WKH 6DQWD /XFLD ORXQWDLQ 5DQJH ZKLFK ELVHF
GLUHFWLRQ

Climate, Rainfall, and Water Resources

7KH FOLPDWH YDULHV IURP VHPL OHGLWHUUDQHDQ DORQJ WKH FRDVW

RDN FRYHUHG UROOLQJ KLOOV ZLWK D PRGHUDWH FOLPDWH WR PRUF

RI WKH FRXQW\ 7KH DYHUDJH DQQXDO UDLQIDOO WRWDOV DUH W R

LOQFKHV ZLWKLQ WKH 6DQWD /XFLD ORXQWDLQ 5DQJH GHFOLQLQJ WR

WKH FRXQW\ 7KH DYHUDJH DQOQOXDO SUHFLSLWDWLRQ UHFRUGHG DW
"\HDUV LV LQFKHYV

,Q UHFHQW \HDUV 6DQ /XLV 2ELVSR &RXQW\ DQG PXFK Rl WKH &HQWUTL
FRQGLWLRQV :LWK \HDUV Rl GURXJKW WKH FRXQW\ H[SHULHQFHG
KLVWRU\ IURP $ ZHW \HDU LQ OHQW VRPH UHOLHI EXW
WKH UHWXUQ RI H{WUHPHO\ ORZ UDLQIDOO WRWDOYV

7ZR DGGLWLRQDO VRXUFHV KDYH EHHQ GHYHORSHG WR EULQJ ZDWHU
WKH FRDVWDO EUDQFK Rl WKH 6WDWH :DWHU 3URMHFW ZKLFK ZDV FR
ZDV WKH 1DFLPLHQWR :DWHU 3URMHFW FRPSOHWHG LQ ZKLFK !
ZLWKLQ 6DQ /XLV 2ELVSR &RXQW)\ I[URP /DNH 1DFLPLHQWR YLD D PL¢
DQG WKUHH ZDWHU WDQNV 7KH SURMHFW FRVW PLOOLRQ GROODU
DQQXDOO\

'"URXJKW FRQGLWLRQV KDYH UHVXOWHG LQ VHULRXV ZDWHU FRQFHUQV
WKH 6DOLQDV 5LYHU 7KH &LW\ RI 3DVR 5REOHV UHOLHYV RQ /DNH 1DF
RQ WKH 3DVR 5REOHV *URXQGZDWHU %DVLQ DQG SURYLGH D UHOLDEC

7KH 6 XVWDLQDEOH *URXQGZDWHU ODQDJHPHQW $FW 6*0% EHFDPH O]
UHQWO\ DIIHFWV 3DVR 5REOHVY $WDVFDGHUR 6DQWD ODULD /RV 2V
&X\DPD 9DOOH\ ,W SURYLGHV IRU WKH SUHSDUDWLRQ DQG LPSOHPHQV
IRU KLJK DQG PHGLXP SULRULW\ JURXQGZDWHU EDVLQV

$V RI $XIXVW /{DNH 1DFLPLHQWR 5HVHUYRLU ZDV DW R1I FDSDFL\
DW 7KH 6DOLQDV 'DP DW 6DQWD ODUJDULWD /DNH ZDV DW FDSLC
DQG /RSH] /DNH ZDV DW FDSDFLW\

E &HQWUDO &DOLIRUQLD $SSUDLVDOV 6
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