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September 20, 2017
Jeffrey T. Melching, Esq.
Rutan & Tucker, LLP
611 Anton Boulevard, 14th Floor
Costa Mesa, CA 92626
Dear Mr. Melching:

Re: Appraisal Report
Valuation of Two ±125-Acre Sites
within Orange County Great Park
Planning Area (PA 51)
City of Irvine, California
File No. 7270

In accordance with your request, this writing transmits the narrative appraisal report concerning
the above-referenced properties. The purpose of this valuation of the two subject properties is to
provide an opinion of the fair market value of each property based on the existing allowed uses of
the properties.

I understand that this appraisal will be used in a possible land exchange between two ownerships:
the City of Irvine and Heritage Fields El Toro, LLC, as outlined in City Council Resolution 17-39.

This appraisal is based upon the specific terms of the Amended and Restated Development
Agreement (ARDA) between the City and Heritage Fields, which defines the allowed use of each site
involved in the proposed exchange.
For identification purposes throughout this report, reference is made to the City of Irvine property,
previously planned for the Great Park Veterans Cemetery, as the ARDA Site, and the property
proposed for exchange by Heritage Fields El Toro, LLC as the HFET Site.

The report that follows describes the two properties, their environs, the work carried out in this
assignment, and my analysis and supporting data. Each property description, analysis, and
valuation is presented in a separately tabbed Subject section. This report utilizes a date of value
based on the recent inspection of both Subject Properties.

This report was completed in accordance with the Uniform Standards of Professional Appraisal
Practice of the Appraisal Foundation and in accordance with the “Standards of Professional
Appraisal Practice” and the “Code of Professional Ethics” of the Appraisal Institute. This appraisal is
reported as described in S.R. 2-2a of the Uniform Standards of Professional Appraisal Practice.

This report is subject to the “Certification and Restriction upon Disclosure and Use” as well as the
“Contingent and Limiting Conditions upon Which Appraisal Is Made,” which follow this letter.
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Retained in my files are documents, photographs, maps, work sheets, field notes, and other data
upon which my opinions are based.

The value estimates of the Subject Parcels are summarized in the following Summary of Salient
Facts and Conclusions.
Thank you for the opportunity to provide appraisal services.

Respectfully submitted,

HAWRAN & MALM, LLC
Sydney H. Hawran, MAI, AI-GRS
State Certification No. AG018039
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Summary of Salient Facts and Conclusions

Date of Value
Date of Report
Interest Appraised

Location

Site Area

Present Use
Highest and Best Use
Fair Market Value Conclusions
as of August 31, 2017

August 31, 2017

September 20, 2017

Fee simple

ARDA Site

HFET Site

125.7 acres (gross area)
115.6 acres (net area)
(calculations provided by the
City of Irvine)

124.9 acres (gross area
115.6 acres (net area)
(calculations provided by the
City of Irvine)

Vacant military base area

Agriculture

South side of Irvine Boulevard
East of Pusan and south
of Cadence
Irvine

Small hotel site
$4,000,000

South of Muirlands
East of Alton Parkway
Irvine

Flex-tech / office / light
industrial development
$68,000,000

H AWRAN & M ALM , LLC

Two ±125-Acre Sites within Great Park Planning Area (PA 51)
City of Irvine, California

v
Date of Value: August 31, 2017

Certification and Restriction upon Disclosure and Use – Sydney H. Hawran

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

-

-

-

-

-

-

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

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

I have no present or prospective interest in the properties that are the subject of this report
and no personal interest with respect to the parties involved.

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

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

My compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined 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
subsequent event directly related to the intended use of this appraisal.
My analyses, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the Uniform Standards of Professional Appraisal Practice.
James C. Malm provided significant real property appraisal assistance to the person signing
this Certification in the collection of market data used in this appraisal.

I have performed no services, as an appraiser or in any other capacity, regarding the
properties that are the subject of this report within the 3-year period immediately preceding
acceptance of this assignment.
I made a personal inspection of the properties that are the subject of this report.

As of the date of this report, I have completed the continuing education program for
Designated Members of the Appraisal Institute. I have also completed the continuing education
required by the California Bureau of Real Estate Appraisers for my Certified General License.

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

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

Date: September 20, 2017

Sydney H. Hawran, MAI, AI-GRS
State of California
BREA Certified General No. AG018039
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Contingent and Limiting Conditions upon Which Appraisal Is Made

This report is made expressly subject to the contingent and limiting conditions, factors, and
assumptions herewith:
1.

To complete this assignment, I was provided with project exhibits and documents from
City records, including development agreements between the City of Irvine and Heritage
Fields El Toro, LLC. I was also provided with concept plans for the Southern California
Veterans Cemetery completed by Owen Engineering in June 2016, an Environmental
Constraints Study of the ARDA Site prepared by Dudek for the Department of General
Services dated June 2016, and a Summary Environmental Evaluation completed April 27,
2016. The Department of General Services Real Estate Services Division also provided a
Project Costs Summary dated June 14, 2016, which included remediation, demolition, and
disposal estimates. I have relied on these City-provided documents in this appraisal.
Although I have no reason to doubt the information provided to me, if the information is
found to be different than contained in these documents, the value estimates herein for
the ARDA Site may change.

I was also provided with a Phase I Environmental Site Assessment completed for Heritage
Fields El Toro for the HFET Site valued in this appraisal report. This Phase I report was
completed by ENGEO and dated August 2, 2017. I have relied on the findings and
conclusions of this environmental report in the valuation of the HFET Site. If these
findings and conclusions are found to be incorrect, the value estimate for the HFET Site
may change.
2.

That the vesting and legal description furnished this appraiser are correct.

4.

That the properties are appraised as if free and clear of liens and that the title is good and
merchantable.

6.

That no liability is assumed for inaccuracies in such estimates or opinions.

3.

5.

7.
8.

9.

That measurements and areas furnished by others are correct. No survey has been made by
the appraiser for the purpose of this appraisal.
That no guarantee is made as to the correctness of estimates or opinions furnished by others
that have been used in making this appraisal.
That no liability is assumed for matters of a legal nature affecting these properties, such as
title defects, liens, encroachments, or overlapping boundaries.
That this report is subject to review upon presentation of data that might be later made
available, undisclosed, or not available at this writing.

That the appraiser herein, by reason of this appraisal, is not required to give testimony or
attendance in court or any governmental hearing with reference to the properties in question,
unless arrangements have previously been made therefor.

10. That the maps and exhibits found in this report are provided for reader reference purposes
only. No guarantee as to accuracy is expressed or implied.
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The purpose of this appraisal is to set forth an estimate of and support for the Fair Market
Value of the fee simple interest of two Subject Properties as of the current inspection date of
value.

Intended Use/User of this Appraisal
This appraisal report will be used in the proposed land exchange of the two Subject Properties
valued herein. The users of this report are intended to be the addressed client and the City of
Irvine representatives he so authorizes. I understand that the report may be made available by
the Client to Heritage Fields El Toro, LLC members at the Client’s discretion. No other use of
this document is intended.

Date of Value

The date of value utilized in this report is the inspection date of August 31, 2017. The
appraisal investigation, the analysis of relevant data, and the completion of this report
were undertaken during the period of July through September 2017. The report date is
September 20, 2017.

Property Rights Appraised

The property rights of each Subject Property appraised are the fee simple estate.

Scope of the Appraisal

This document is a narrative appraisal subject to the reporting requirements defined by the
Uniform Standards of Professional Appraisal Practice (USPAP). The scope of the appraisal was
to estimate the fair market value of each Subject Property as of a current date of value
coinciding with the date of inspection.
The scope of this appraisal centered on the allowed development intensity of each Subject
Property as they existed as of the date of value.

Because the existing use of each parcel is determined by the district planning area and allotted
average daily trips denoted by traffic studies for separate projects, I relied heavily on
information provided by the City of Irvine’s Planning and Traffic Department for such
information. Each property was inspected on-site and its environs was reviewed for
development patterns on adjoining parcels.
Once the highest and best use (legally allowed, physically possible, financially feasible, and
maximally productive) was determined, applicable market studies were made to locate
comparable sale properties, yielding a unit of comparison to be of use in a Sales Comparison
Approach analysis. This was done for each Subject Property. The Sales Comparison Approach
was the only approach to value deemed applicable, because neither of the properties had
structural improvements contributing to their current fair market value at the date of value.
Once investigated, all market data items were physically viewed and confirmed with public
records and discussions, where possible, with parties to the transactions.

As noted in Limiting Condition 1 (page vi), I was provided a large amount of information from
the Client, including the Amended and Restated Development Agreement between the owners
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of each property, and several studies inclusive of costs to remediate the existing City-owned
ARDA site at the northern end of the Great Park Planning Area (PA 51). These were reviewed
and used in mitigation costs associated with the existing ARDA site valuation.

Once the sales analysis for each site was completed, resulting in an estimated fair market value
for the properties, the appraisal report document was completed.

Definitions

The definition of fair market value used herein is taken from the Code of Civil Procedure,
1263.320, which reads:
Fair Market Value

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.

The following definitions are taken from The Dictionary of Real Estate Appraisal, 6th Edition,
published in 2015 by the Appraisal Institute.
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.

Parcel

Report Format

A piece of land of any size in one ownership.

This appraisal report is presented in the following six basic sections.
•

•

•

•

General Data – This section contains background data related to the appraisal
assignment inclusive of pertinent information about the Subjects’ market, and
exhibits of a general nature.

Approach to Value – This section contains a discussion of the three traditional
approaches to value and their respective applications in this assignment, and a
discussion related to the scope of the appraisal market data investigation.

Subject Property Sections – This report presents the Subject descriptions;
analyses; and valuation analyses, opinions, and conclusions for each Subject
Property under two separately tabbed sections labeled “Subject Property ARDA
Site” and “Subject Property HFET Site.”

Market Data – This section contains a summary of the transactions used as market
data in the valuation analyses herein. It includes photographs and accompanying
Assessor’s plat maps.
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Addenda – This section contains additional information contributing to the
analysis herein and the appraiser’s qualifications.

Both Subject Properties are located in the eastern portion of the City of Irvine within Planning
Area 51 – Great Park Neighborhoods Development – and both are zoned 8.1, Trails and Transit
Oriented development. That is where the similarity of the two sites, with the exception of size,
effectively ends.

The ARDA Site is located in the central north end of the Great Park, surrounded by new
residential development on both sides of Irvine Boulevard, east of State Route 133 and west of
the northerly extension of Alton Parkway. Adjacent to the southern area of Portola Springs, the
site is proximate to the newly constructed Portola High School, and the tone of the area
includes such developments as Altair Irvine, advertised as “gated luxury living” by Lennar and
Toll Brothers, America’s Luxury Homebuilder.

The ARDA Site borders the northern edge of the Great Park, of which construction is underway
with grading continuing as of the date of value. Plantings of landscape and winding hardscape
pathways are visible in the area along with site improvements of outdoor amphitheater and
other park seating. Obsolete military base improvements on the ARDA Site are under
demolition as of the date of this report.

The HFET Site, in contrast, is located in the southern portion of Planning Area 51 in District 2,
an area-wide employment center. The surrounding development in the environs of the HFET
Site are light industrial, flex office, and most notably the Broadcom office campus across Alton
Parkway from the westernmost area of the existing HFET property.

The HFET Site is visible from Interstate 5 and proximate to freeway ramp systems at Bake
Parkway and Alton Parkway. The site’s environs reflect similar development scenarios as those
of the Irvine Business Complex and the nearby Spectrum. The current agricultural use of the
generally level to gently sloping land is bisected by a wildlife corridor, but each portion should
adapt well to light industrial, flex, or office as seen in its surrounding development.
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Location Map

Subjects
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Vicinity Map

ARDA Site

HFET Site
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Environs Photographs –ARDA Site

View of the intersection of Modjeska and Irvine Boulevard

View of the intersection of Modjeska and Irvine Boulevard (Portola Court Apartment Homes)
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Environs Photographs –ARDA Site

View looking easterly on Irvine Boulevard from intersection at Modjeska

View of the intersection of Aquila and Irvine Boulevard
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Environs Photographs –ARDA Site

View of the intersection of Cadence and Chinon

View of Portola High School at 1001 Cadence
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View of southern entrance to the Broadcom Office Campus at Alton Parkway and Marine Way

View looking easterly along Alton Parkway west of Marine Way
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View of intersection of Thomas and Mason east of the HFET Site

View of intersection of Mason and Muirlands Blvd east of the HFET Site
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View of TERADAK Corporate office; typical Industrial building adjacent to the HFET Site

View of typical Industrial building adjacent to the HFET Site
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Valuation Approach
The valuation approach taken to estimate the fee simple fair market value of each Subject
Property is based on the Sales Comparison Approach, as both sites are vacant land. Each site is
valued “as is” at its highest and best use.

Methodology

Having completed the highest and best use analysis of each property (found in the separate
Subject sections that follow), the next step in the valuation process is to determine the
applicable methodology described below.

Sales Comparison Approach

The Sales Comparison Approach is applicable in the fair market value estimate of vacant
land. It is a method of estimating fair market value based upon recent sales of
comparable properties. Since no two properties are ever identical, sales data are
analyzed in terms of differing elements of comparison, including date of sale transaction,
entitlements, financing terms, location, physical characteristics, and income
characteristics. The Sales Comparison Approach reflects the actual activity of buyers and
sellers in the current marketplace. The Sales Comparison Approach was utilized in this
appraisal assignment in the valuation of each Subject Property “as vacant” land at the
existing development intensity allowed.

Cost Approach

The Cost Approach embodies an estimate of the replacement cost new of a property’s
improvements inclusive of entrepreneurial profit. From this cost is deducted an estimate
of depreciation generating from physical deterioration and functional and external
obsolescence. To the depreciated building cost is added the estimated value of land, as if
vacant. The total represents the value indicated by the Cost Approach. As neither
property has contributory structural improvements, a Cost Approach analysis was not
undertaken for the parcels, as it is not applicable to the valuation of unimproved land.
Elements of the Cost Approach were utilized in the formation of mitigation costs required
for the ARDA Site. This is discussed in the ARDA Subject Valuation section.

Income Capitalization Approach

The Income Capitalization Approach is based on the premise that investment properties
are normally valued in proportion to their ability to produce income. As such, the Income
Capitalization Approach involves an analysis of the property in terms of its ability to
produce a net annual income. This approach is not considered applicable to the valuation
of vacant land in this market, which is the scope of this appraisal.

Scope of the Appraisal Market Data Investigation

To value each site, the first step in the scope of work was to analyze each Subject Property and
determine the highest and best use of the property. To determine each site’s highest and best
use, it was necessary to investigate the development density applicable to each site. This
analysis then dictated the market data sought for comparison. The City of Irvine allotted
148,910 “trips” or Average Daily Traffic (ADT) count to the entire Planning Area 51 (PA 51).
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Each of the eight districts within the Great Park neighborhoods was then allotted a specific
number of ADT, which then determined the intensity of development in each defined area.

The City planning staff and representatives from the traffic department confirmed that the
HFET Site proposed for exchange carries an 8,461-trip count, which equates to a flex/office/
research and development-oriented light industrial development intensity of 812,000 square
feet of building area allowed.

The City also reported that no trips were formally allotted to the ARDA Site; however, an
estimated 4.09 trips per acre would be allowed for cemetery use. This is the ceiling used for
determining the development intensity of the ARDA site. Such development intensity equates
to 514 total trips for the ARDA Site.

Having determined the highest and best use of each site considering the allowed development
intensity of each of the two Subject Properties, an investigation of market data with similar
development density allowance was made. Needless to say, sales of ±125-acre urban sites were
not available for direct comparison on the usual per acre/per square foot basis. However, with
the unit of value determined on a dollar value per ADT, direct comparison could be made from
pertinent sales with ADT allowances that were similar in flex industrial/office (HFET Site) and
low-density hotel (ARDA Site) site uses.
Once these sales were selected and development intensity (ADT entitlement) was determined
by interviews with various City planning staff in the sales’ corresponding cities, a sale price per
ADT allowed density unit could be calculated. These sales are identified as Market Data Items 1
through 11 and are summarized in the Market Data Section of this report (beginning on
page 43), along with photographs and assessor maps of each comparable analyzed.

The sales are paired by use appropriately to either the ARDA Site (small hotel) or the HFET site
(flex-office-light industrial). The discussion of each sale is found in the valuation analysis
within each Subject Property tabbed section of this report.
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Subject Property –
ARDA Site
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Aerial Photograph – ARDA Site
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The Subject Property referenced in this appraisal report as the ARDA Site has an area of ±125.7
acres located in the northern portion of the Great Park on the south side of Irvine Boulevard,
east of Pusan and south of Cadence.

Owner Apparent

City of Irvine
1 Civic Center Plaza
Irvine, California

Property Address

6890 Marine Way
Irvine, CA 92618

Property History

In 2013 the Subject was conveyed to the City of Irvine by Heritage Fields El Toro LLC. The
recordings took place on July 15, 2013 as Document Nos. 424201 through 424206. This
transfer between Heritage Fields and the City of Irvine was part of an Amended and Restated
Development Agreement (ARDA) between the parties. The Subject was formally part of the El
Toro Marine Corps Air Station, a ±4,682-acre site. Once designated as a Master Jet Station, the
property was purchased by the Marines from James Irvine for a reported $100,000, and the
base began construction in 1942. The base was decommissioned in 1999. The Heritage Fields,
LLC purchased ±3,712 acres of the property from the United States of America through the
Department of the Navy in 2005.

In July 2014, the City of Irvine expressed its intent to make the ±125-acre ARDA Site available
for a State Veterans Cemetery stemming from State Assembly Bill 1453 introduced to the
California Legislature in January 2014, which proposed establishment of a State Veterans
Cemetery in Orange County.

Legal Description

Portions of Lots 272 and 277 of Block 141 and portions of Lots 273 and 276 of Block 151 and
Block 154, Irvine’s Subdivision as shown on Map filed in Book 1, Page 88 of Miscellaneous
Record Maps in the office of the Orange County Recorder.
The preliminary title report received for the ARDA Site was not complete at the date of this
report. The partial legal description received is included in the Addenda to this appraisal
report (page 58).

Assessor’s Data

Orange County Assessor Parcel Numbers 580-762-27, -33, -57, -58, -59, -60, -61, -62, -63,
-64, -65, -66, -67, and 591-151-01, -02, -03, -04, -06, -07, -09, -11, -12, -13, -14, -15, -16, -17
Tax rate areas
26-185
26-248

Effective tax rate
1.07850%
1,07850%
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The Subject Property is tax exempt due to its ownership by the City of Irvine. A review of the
Assessor records revealed that some Assessor parcels within the Subject are not assessed;
therefore, no assessed values are addressed herein.

If the Subject were privately owned, it would be subject to the tax limits imposed by
California’s 1978 Jarvis-Gann Initiative passed to limit property tax increases to no more than
2% annually barring any ownership transfer considered arms’ length. Assessments, therefore,
do not generally correspond to market value in the Subject’s area.

Zoning/General Plan

The subject ARDA Site is zoned 8.1, Trails and Transit Oriented Development (TTOD), which
allows for a mix of residential, commercial, recreational, and education uses to support a multiuse environment complementary to the Irvine Station and the Orange County Great Park. The
Subject is within Planning Area 51 (PA 51) of the Great Parks Neighborhoods Development.
The zoning designation is consistent with the General Plan. Of the 148,910 ADT allotted to
PA 51, none were assigned to the Subject site. According to the Planning Department in the City
of Irvine, the ARDA Site has no entitlements.

The ARDA Site is subject to a development agreement recorded as Document No. 700065 on
December 27, 2010. This agreement restricts the use of the site to no more than one hotel
(provided there are no other hotels in the Great Park property), metropolitan park-type
restaurants and retail, institutional uses, and cemetery/mortuary/funeral home uses.
Additionally, the City may use the ARDA Site for a maximum of 250 residential units, which
may be all or partially affordable and not more than three stories in height.

Present Use and Occupancy

The ARDA Site is currently improved with various military structures and hardscape
abandoned by the El Toro Marine Base after its decommission in 1999. The improvements are
vacant and in various states of disrepair, and are not contributory to the value of the site.

Inspection Date

A property inspection of the Subject Property was performed on August 31, 2017 by Sydney H.
Hawran and James C. Malm.

Site Description – Land
Shape
Total site area

Irregular
Total ±125.7 acres in fee simple interest (area obtained from
the City of Irvine)

Utilities

All utilities are available to the Subject Property.

Frontage/access

Topography

The ARDA Site is accessed from Irvine Boulevard, Pusan, and
Cadence. There are ±770 lineal feet of frontage along Irvine
Boulevard, the main point of access for the site.
Generally level to generally sloping, raw condition with
demolition required
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The Department of General Services provided a Preliminary
Hazardous Materials Site Assessment completed by OWEN, a
multi-disciplinary engineering firm. Phase 1 of the planned
cemetery concept plan presented included demolition costs for
the entire ±125-acre site. Within the plan, $30,441,400 of the
total $77,372,000 was construction costs allocated to site
clearing, hazardous waste remediation, site demolition,
building demolition, and disposal.

The concept plan references an assessment of the hazardous
materials found on the ARDA Site and a contaminated soil
evaluation conducted by Avocet Environmental, Inc. Several
conclusions of site treatment for these hazards are discussed,
including over-excavation and recompacting the entire
cemetery area to a depth of 8 to 10 feet, which would lead to
“significant cost considerations.” Avocet estimated a conceptual
cost for abatement of hazardous building components at
$986,000. The Avocet estimate worst case scenario for
hazardous waste soil removal was $1,860,000.

Also contained in the Owen report was an estimate of costs
(Appendix G) from Lenax Construction Services Inc. for Phase I
of the cemetery concept plan shown by Lenax as 544,500
square feet (12.5 acres). The demolition and hazardous waste
remediation (site preparation) estimated by Lenax was
$25,139,567. It appears that this cost estimate was the base for
the Owen costs shown in the concept plan.

In truth, the reports are each preliminary, and they recommend
a comprehensive soil study to be conducted during the design
of the first phase of the cemetery design. The Owen plan notes
the presence of contaminated superficial and subsurface soils
on the project site, and recommends mitigation by a soil survey
and soil management plan/removal of contaminated soils from
the project site. The Owen plan also reports existing structures
may have asbestos-containing materials (ACM) and lead-based
paint (LBP) to be abated and removed, as well as a former
landfill and contaminated groundwater to be dealt with.
Please note that these reported costs are specific to the
cemetery use planned as the Southern California Veterans
Cemetery by the State of California. Other uses of the ARDA Site
might require more, or less, intensive remediation/mitigation
of the hazardous materials at the ARDA Site.
I am not an expert in environmental assessment. The reports
provided to me are preliminary in nature, but appear to be
conducted by qualified firms. I rely on the information these
reports provided in the valuation that follows, but reserve the
right to review and revise my analysis, opinions, and
conclusions upon receipt of more comprehensive
environmental studies.
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A preliminary title report for the subject dated September 5,
2017 was provided. However, the report did not address the
entire ARDA Site area. A review of this partial report and a
viewing of the Subject revealed no easement or encumbrance
that would negatively impact property value. This appraisal
document is subject to review upon receipt of a complete title
report or policy.
According to FEMA Map 0659C0315J, dated December 3, 2009,
the Subject Property is in Zone X, an area determined to be
outside a 2% annual chance flood event. It is not within a
designated seismic-geologic hazard zone per the State of
California Seismic Zones Map, El Toro Quadrangle.

The Appraisal of Real Estate, 14th Edition, published in 2013 by the Appraisal Institute defines
highest and best use as:
The reasonably probable use of property that results in the highest value. 1

… To test alternative uses for the highest and best use, an appraiser usually applies four
criteria in the following order:
•
•
•
•

Legal permissibility
Physical possibility
Financial feasibility
Maximum productivity2

Because the Subject Property was structurally improved as of the date of value, but the
buildings were not contributory to the value of the site, the highest and best use analysis
included only an analysis of the highest and best use of the property “as vacant.”

“As Vacant”
Legally permissible

1
2

Legally, given the restrictions on the site specified in the
Amended and Restated Development Agreement between
the City of Irvine and the Irvine Redevelopment Agency and
Heritage Fields El Toro, LLC, the site may be developed with
one hotel, provided the Great Park property has no other
hotel, metropolitan park-type restaurants, and small-scale
retail, institutional uses, and cemetery/mortuary/funeral
home uses. In addition, the City may also use the site for a
maximum of 250 residential units, which may be all or
partially affordable and no more than three stories in height.
According to the Development Agreement, each possible use
stated “must first comply with applicable legal processes and
requirements, if any, in order to entitle or otherwise
implement such use.”

The Appraisal of Real Estate, 14th Edition, 2013; page 332
The Appraisal of Real Estate, 14th Edition, 2013; page 335
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The Development Agreement statement leads to further
investigation into the allocation of ADT for the designated
areas of the Great Park. As previously discussed, the Subject
ARDA Site has no ADT on “trips” assigned to it for
development. This severely limits any use of the site. After
conferring with the City of Irvine Planning and Traffic
Department officials, a ceiling of “trips” or ADT for the site
was estimated at the cemetery use ADT of 4.09 ADT per acre.
The amount of ADT for the site can then be calculated as
follows:
Physically possible
Financially feasible

Maximally productive

Conclusion

±125.7 acres × 4.09 ADT =

514.11 ADT
or 514 ADT

The ARDA Site could physically support all the legally
permissible uses noted above once it was cleared and
cleaned of hazardous materials and contaminants to the
extent required by the development.

As discussed in the Approach to Valuation section,
development intensity is managed by ADT or “trips” allowed
to a specific proposed development. To generate the highest
and best use of the ARDA Site (value), of the legally
permissible, physically possible uses discussed, the market
indicated financial feasibility (demand) for residential units
and hotel development.
The market indicated that the greatest value per unit, given
the legal, physical and financially feasible uses stated, is
generated by hotel development. Given the ADT allowed on
the site (514 “trips”), an extended-stay hotel (5.1 “trips” per
room) of 100 rooms would be maximally productive on the
site. This would allow a user of the site to confine the use of
development to a smaller portion of the ±125-acre site and
slowly mitigate the larger remaining area over time,
requiring less up-front costs.

The maximally productive use (100-room hotel) would be
most likely placed at the corner of Irvine Boulevard and
Pusan Street, the northeastern corner of the site where some
base housing existed. This would allow for street exposure
and is the obvious entrance to the site from major arterials
such as the SR 133 Freeway.

As discussed, the highest and best use of the ARDA Site is to develop a smaller area of the
±125-acre site with an extended-stay 100-room hotel.
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Subject Photographs –ARDA Site

View of the El Toro Marine Base Control Tower on the ARDA Site

View of easterly portion of the ARDA Site
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Southerly view over the ARDA Site; taken east of the control tower

Westerly view over the ARDA Site; taken east of the control tower
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View of hangar

View of building 716
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View of the north entrance to the ARDA Site at Irvine Boulevard

View looking northerly on the ARDA Site (Saddleback Mountain in the distance)
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General
The highest and best use of the ARDA Site, considering the Subject’s maximum density
allowance, was determined to be a 100-room extended-stay hotel. This use dictated the market
data search for similar hotel sites.

Six market data items considered comparable to the Subject (Items 1 through 6 on the Market
Data Summary – Land in the Market Data section of this report, page 45) were found and
analyzed on a price-per-ADT (“trip”) unit basis as described in the Approach to Value section of
this report. The search area was driven by the similarity of use, the hotel size, surroundings,
and local amenities of the hotel sites, and ranged from Irvine south through San Diego.
The market indicated that the typical site size for smaller hotels was approximately 2.5 acres,
which would be the area most probably developed on the ARDA site. The sales were all in
superior lot condition comparatively with no contamination mitigation required. That said, the
sales represented a unit value range from $2,222 per ADT to $7,692 per ADT. The recording
dates ranged from early 2015 to early 2017. The size of the hotels proposed for development
on these sites ranged from 57 rooms to 271 rooms.

Sales Analysis

The following is a descriptive discussion of each of the six market data items utilized to value
the ARDA Site.
•

•

•

•

•

Market Data Item 1 is a ±1.68-acre site that sold with entitlements for a 105-room
Springhill Suites by Marriott Hotel. Located at the Valley Parkway ramp system to I-15 in
Escondido, this sale recorded on March 4, 2017. The entitlement was based on an ADT of
945. The sale price of $3,500,000 equates to a unit value of $3,704 per trip. The City has
given a tax credit for the first 12 years capped at $1,800,000 to launch the project.

Market Data Item 2 is a ±1.5-acre site in Dana Point that sold for $7,500,000. The
property was entitled for a 57-room hotel that will also offer an 8-room (40 beds) hostel
and a small amount of retail in a 35,000-square-foot building. The sale recorded on
October 14, 2016. The hillside location will incur construction hurdles and has circuity
(access) issues. The entitlement based upon 975 ADT equates to a unit value of $7,692.

Market Data Item 3 is the ±4.8-acre sale of the Irvine Spectrum Marriott Hotel located in
the Irvine Spectrum Center. This sale, recording on February 11, 2016, is a dissimilar
product to the ARDA Site, but was included to show the parity of trip count (ADT) to unit
value – in other words, as a trip count increases, the price per trip decreases, all things
being equal. The site was sold by the Irvine Company for $9,202,000 entitled for a 15-story,
271-room hotel. Entitled ADT was 2,214 trips, equating to a $4,156 per unit value.
Market Data Item 4 is the sale of a ±1.5-acre hotel site in the Kearny Mesa area of San
Diego. The entitled Excel Hotel sale recorded on January 27, 2016. The property was
marketed for over 2 years and had substantial conformance review after the sale. The price
of $2,100,000 reflected the original 2015 marketing. Based upon allowed 945 ADT, the unit
price reflected by this sale is $2,222 per trip.

Market Data Item 5 is a ±3.5-acre site purchased by a hotel developer in the Irvine
Business Complex. The proposed 208-room hotel included a 459-ADT development rights
transfer from a second site to meet the hotel trip standards. The property, recording on
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August 12, 2015, a was purchased for $7,420,000. Given the 1,069 ADT, a per-unit sale
price of $6,772 per trip was calculated.

Market Data Item 6 is the Banderas Plaza Hotel site in San Juan Capistrano. The ±3.2-acre
site was purchased for $6,550,000 with entitlements for a 124-room hotel. The sale
recorded on March 27, 2015. The proposed 139,000-square-foot building also includes
retail area included in the allotted 1,586 ADT. The sale of this site was influenced by the
development constraints of its sloping topography at the I-5 Freeway/SR 74 interchange.
The price per unit of this site equated to $4,130 per trip.

A summary of these transactions is included in the Market Data section of this appraisal report
(beginning on page 46), along with photographs and Assessor Maps of each property analyzed.

Elements of Comparison

An analysis of each market data item was completed. The following summarizes the
findings of my study of each element of comparison.
•

•
•

•

•

•

Property Rights – The Subject ARDA Site is valued in fee simple interest. Each
market data item was sold in fee simple interest.

Financing – The Subject ARDA Site is valued in terms of cash or cash equivalent
financing. Each market data item transferred under similar terms.

Conditions of Sale – The definition of fair market value requires that the buyer and
the seller be willing, but under no particular or urgent necessity or obligation. This
concept is often referenced as an “arm’s length transaction” or stated as a “sale
under market conditions.” Conditions of sale assume an openly marketed property
with typically motivated buyers and sellers. Each market data item was sold with
no conditions that would be considered non-market motivations.

Expenditures Made Immediately After Purchase – The Subject is valued
considering the mitigation of a ±2.5-acre part of the ±125.7-acre total area. Each
market data item is superior, as most are either finished pads or rough graded, and
all are without hazardous materials mitigation required. Market Data Item 6
requires grading on its hillside location.

Market Conditions – The recording dates of these sales, ranging from early 2017
to early 2015, reflect a changing market for hotel development. While most real
estate was on the recovery path from the great recession by 2015, the hospitality
development sector remained depressed until late 2016. Only Market Data Item 1
is considered similar in market conditions to the Subject’s current date of value.

Property Elements – Location, physical, and legal characteristics of each market
data item were analyzed.

Locationally, the Subject site benefits from proximity to local business centers and
transportation services, as well as the destination draw of the Great Park and
Portola High School. A study of the market data indicated a preference for parcels
located near such development. Preference was also shown for the parcels located
in southwestern Orange County.

Physically, the range of sizes for the hotel market data items did not indicate a
discernable preference in this market data site set.
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Legal characteristics analyzed in the valuation included the property elements of
entitlements and density allowance, which is driven by ADT. As described under
the zoning description of the ARDA Site on page 19, the Subject, according to the
Traffic and Planning Departments of the City of Irvine, would have a trip allowance
of 4.09 ADT per acre, equating to 514 ADT. The ADT allowance of the hotel market
data items ranged from 450 up to 2,214. As discussed in the Approach to Value
section, generally, as the number of trips increases, the price per unit decreases, all
things being equal. Market Data Items 3, 5, and 6 all have over twice the amount of
ADT allowed density as the Subject ARDA Site ADT calculated at 514 based on Cityprovided 4.09 trips per acre figures. Locationally, Market Data Items 2 through 6
are in Orange County, while Market Data Items 1 and 4 are in San Diego County and
represent the lower range of unit value. The location of Market Data Item 2 offsets
its higher ADT.

Based on the previous comparative sales analysis, the following summarizes the per-unit
valuation of the ARDA Site.
Market Data Item
2
5
3
6
1
4

Recording Date
10/14/16
8/12/15
2/11/16
3/27/15
3/30/17
1/27/16

Location
Dana Point
Irvine IBC
Irvine Spectrum
San Juan Capistrano
Escondido
Kearny Mesa

Unit Rate per ADT
$7,692
$6,772
$4,156
$4,130
$3,704
$2,222

Ranking
similar
inferior
inferior
inferior
inferior
inferior

Given the market conditions at the date of value, the density allowance (ADT-driven) with
emphasis on the location, but with recognition of the mitigation work to be completed on the
portion of the site designated ±2.5 acres for the extended-stay hotel area, the ARDA Site is
estimated to have a per-unit value of $7,500, near the top of the indicated per-unit value range.
As of August 31, 2017, the ARDA Site has a fair market value in fee simple interest of
$4,000,000 calculated as follows:
514 ADT ⨯ $7,500 per ADT = $3,855,000
rounded to $4,000,000

I would note to the reader that the entitlement of 4.09 trips per acre, the basis of the assumed
entitlement provided by City staff, was adopted as the ceiling of entitlement for the site in this
valuation as a fact. In the investigation of other municipalities’ trip generation manuals, the
Irvine-quoted cemetery trips are low. An example may be made of the City of San Diego’s trip
allotment to cemeteries at 5 per acre. Given this scenario, the 514 Irvine trips would become
628, resulting in a ±22% value increase.

A discussion regarding the mitigation cost estimates was made previously in the Subject
analysis of the ARDA Site. Preliminary cost estimates top $30,000,000 for clearing, demolition,
and clean up. The ARDA Site value estimate above ($4,000,000) reflects an assumed 2.5-acre
area in the least contaminated area of the ARDA Site, most likely in the Base housing area along
Irvine Boulevard. A qualitative adjustment was made to reflect this necessary mitigation in the
valuation in the element of site condition.
Overwhelmingly, the preliminary indicated costs estimated to clear and clean up the entire site
effectively fully diminish the “as is” site value of the ARDA Site.
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Subject Property – HFET Site
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The Subject HFET property contains ±124.9 acres of land and is located in two parcels bisected
by a wildlife corridor. The western site is accessed from, and south of, Alton Parkway, and the
eastern parcel is south of Muirlands Boulevard (Barranca Parkway) and north of Bake
Parkway. The site is visible from the interchange of Interstates 5 and 405 along the southern
property line. The HFET Site is in interim agricultural use in the southern area of the City of
Irvine.

Owner Apparent

Heritage Fields, El Toro, LLC
25 Enterprise, Suite 300
Aliso Viejo, CA 92656

Property Address

None – vacant land

Property History

The Subject HFET Site, originally part of the Irvine Ranch, became a part of the El Toro Marine
Base when the United States of America purchased ±4,682 acres and constructed the base in
1942. After the base was decommissioned in 1999, the United States of America, through the
Department of the Navy, sold ±3,712 acres of the base’s area to Heritage Fields LLC on July 12,
2005 (Document Nos. 536290 and 536294) at a reported price of $649,500,000. A Phase I
Environmental Site Assessment for this HFET Site prepared by ENGEO Incorporated was
provided to me by the client. The ENGEO research of photographic history indicates that the
agricultural use of the property began in 1952, and this use of the property has not changed.
Photographs between 1938 and 19456 show the property as vacant.

Legal Description

Portions of Lots 290 and 291 of Block 156 and Lots 307 through 310 inclusive of Block 172 of
Irvine’s Subdivision, as shown on the Map filed in Book 1, page 88 of Miscellaneous Maps, and
also those portions of Parcels 2 and 3 described in the deed recorded in Book 11831, Page 162
of Official Records, all lying within the USMCAS El Toro property as shown on Record of Survey
97-1038 in Book 171, Pages 1-49 inclusive, Records of Orange County.
A complete legal description is included in the Addenda to this appraisal report (page 63).

Assessor’s Data

590-174-01, 590-174, 02 (portion of), and 590-174-03

Assessed values (2016-2017)
Total land
Total improvements
Total

$ 60,010,742
0
$ 60,010,742

Tax rate area – 26-344
Effective tax rate – 1.03152%
Total taxes (2016-2017) - $1,499,022.20
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The parcel is subject to the tax limits imposed by California’s 1978 Jarvis-Gann Initiative
passed to limit property tax increases to no more than 2% annually barring any ownership
transfer considered arms’ length. Assessments, therefore, do not generally correspond to
market value in the Subject’s area.

Zoning/General Plan

The subject HFET Site is zoned 8.1, Trails and Transit Oriented Development (TTOD), which
allows for a mix of residential, commercial, recreational, and education uses to support a multiuse environment complementary to the Irvine Station and the Orange County Great Park. The
Subject is within Planning Area 51 (PA 51) of the Great Parks Neighborhoods Development.
The zoning designation is consistent with the General Plan. Of the 148,910 ADT allotted to
PA 51, 8,461 ADT were assigned to the Subject site. According to the Planning Department in
the City of Irvine, the HFET Site has entitlements for 812,000 square feet of research and
development (R&D) building area.

Present Use and Occupancy

As of the date of value, the HFET Site is agriculturally used.

Inspection Date

A property inspection of the Subject Property was performed on August 31, 2017 by Sydney H.
Hawran and James C. Malm.

Site Description – Land
Shape
Total site area

Irregular
Total ±124.9 acres in fee simple interest (area obtained from
the City of Irvine)

Utilities

All utilities are available to the Subject Property.

Frontage/access

Topography

Toxic contamination
and hazardous
substances

Easements

The HFET site has frontage and access along Alton Parkway to
the west and Bake Parkway to the southeast. Rockfield
Boulevard terminates at the Subject’s east side.
Generally level to generally sloping, rough graded condition

A Phase I Environmental Site Assessment completed by ENGEO
for the HFET Site was available for my review.

Based on their investigation, no recognized environmental
conditions (RECs) and/or historical RECs were identified for
the property. The report noted that, “As the property had been
used for agricultural cultivation since the 1950s, it is
conceivable that residual concentrations of agrichemicals may
remain in site soils.”.

A preliminary title report for the subject dated September 6,
2017 was provided. A review of this report and a viewing of the
Subject revealed no easement or encumbrance that would
negatively impact property value. This appraisal document is

H AWRAN & M ALM , LLC

Two ±125-Acre Sites within Great Park Planning Area (PA 51)
City of Irvine, California

Flood zone/
earthquake

Highest and Best Use

Subject Property – HFET Site  35
Date of Value: August 31, 2017

subject to review upon receipt of a complete title report or
policy.

According to FEMA Map 0659C0313J, dated December 3, 2009,
the Subject Property is in Zone X, an area determined to be
outside a 2% annual chance flood event, and AE, Floodway
Channel of a Stream and any adjacent flood plain that must be
kept free of encroachment. The elevations of Zone AE area have
been determined. A copy of this map is in the Addenda to this
report. The HFET Site is not within a designated seismicgeologic hazard zone per the State of California Seismic Zones
Map, El Toro Quadrangle.

The Appraisal of Real Estate, 14th Edition, published in 2013 by the Appraisal Institute defines
highest and best use on page 332 as:
The reasonably probable use of property that results in the highest value.

To test alternative uses for the highest and best use, an appraiser usually applies four criteria
in the following order:
•
•
•
•

Legal permissibility
Physical possibility
Financial feasibility
Maximum productivity3

Because the Subject Property was not structurally improved as of the date of value, the highest
and best use analysis included only an analysis of the highest and best use of the property “as
vacant.”

“As Vacant”
Legally permissible

Physically possible

Financially feasible

3

According to City of Irvine Planning and Traffic Department
officials, the HFET Site is entitled to 8,461 ADT, which
equates to an R&D building size allotment of ±811,000
square feet. The HFET Site is within District 2 of the Great
Park Planning Area 51. District 2 is an employment
generation district allowing R&D type of development,
including medical office and office campus settings such as
the ±2,000,000-square-foot Broadcom development across
the street from the HFET Site.
The HFET Site could physically support all the legally
permissible uses noted above.

As discussed in the Approach to Valuation section,
development intensity is managed by ADT on “trips” allowed
to a specific proposed development. To generate the highest
and best use of the HFET Site (value), of the legally

The Appraisal of Real Estate, 14th Edition, 2013; page 335
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permissible, physically possible uses discussed, the market
indicated financial feasibility (demand) for R&D industrial
warehouse and office uses
The market indicated the greatest value per unit, given the
legal, physical and financially feasible uses stated, is
generated by light industrial development. Given the ADT
allowed on the site (8,461 “trips”), a light industrial mixed
office/warehouse use at the allotted 812,000-square-foot
entitlement would be maximally productive on the site.

As discussed, the highest and best use of the HFET Site is to develop the full extent of its
entitled ±812,000 square feet in a light industrial (R&D, mixed office-warehouse) use
conforming to its surrounding uses.
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View of the HFET Site (western parcel area) looking northerly

Southerly boundary of the eastern parcel of the HFET Site (Bake Parkway left side of photograph)
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View of the eastern parcel of the HFET Site taken from the back lot of industrial buildings along Rockfield Boulevard

View of the western parcel of the HFET Site at the I-5 Freeway west of Marine Way
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The highest and best use of the HFET Site, considering the Subject’s entitled 8,461 ADT, is to
develop the property with up to ±812,000 square feet of zoning-allowed R&D mixed use office
warehouse product.

Five market data items were used in the valuation analysis for the Subject HFET Site. Each
market data item told a story about the Subject’s market and indicated value. Once again, sites
of ±125 acres in the region with entitlement for ±812,000-square-foot similar R&D (including
office and warehouse) were not found, but parity of price per unit was noted in price per ADT
(or allowed trip). This is the unit value applicable in the valuation.

These sales (Market Data Items 7 through 11) are summarized in the Market Data section of
this report (beginning on page 52), along with a map and a photograph of each.

The sale dates of the comparable market data items used in this valuation analysis range from
July 2017 to January 2015. Site locations were coastal regions from Irvine south to San Diego.

Sales Analysis

The following discussion describes each sale and its use in this valuation of the HFET Site.
•

•

Market Data Item 7 is used primarily as an example supporting the unit of value – price
per ADT. The sale in the University City area of San Diego, was entitled for a ±45,000square-foot R&D/office project with 392 ADT allotted. Unfortunately, the ±2.77-acre site,
selling on July 20, 2017 and zoned industrial park, had no available access and was hillside
raw land. However, given the entitled “trips,” the buyer purchased the site and transferred
the development ADT to a proposed office development within University City. The price
the buyer paid for the entitled trips was $2,900,000 or $7,398 per ADT.

Market Data Item 8 is an August 5, 2016 recording of a $10,500,000 site in Irvine
Spectrum 2. The property had an allotted ADT of 475 and a 102,000-square-foot industrial
building (15% office, 85% warehouse) entitlement; however, the adjacent property owner
buyer (Chapman University) purchased the site to build a parking lot for its staff and
students. The original listing price of this property was $9,500,000. Chapman University
entered a bidding war with another prospective buyer, and the price escalated to
$10,500,000. According to Sun-Sun Murillo, P.E., Supervising Transportation Analyst at the
City of Irvine, there are no trips allotted for the proposed parking lot, because it is an
institutional use (associated with Chapman University). Using the previously proposed
industrial building use, the unit value would be $22,105 per trip, but using the actual
planned use by the buyer, at the parking lot allowance set in the city traffic manual for the
City of San Diego Municipal Code of 400 ADT per acre, the ±5.3-acre site would generate
2,120 ADT. Using the sale price of the planned parking lot at $10,500,000, and the parking
lot ADT researched, the price per unit for this use would equate to ±$4,953 per ADT.

Another way to analyze the sale is to look at the trips generated by a 102,000-square-foot
office building at the office ADT ratio of 0.01377 per square foot of building area. This
calculation would generate an ADT of 1,404, equating to a unit value of $7,478. In theory, a
parking lot would generate more trips than an office, but the values indicated by our
recalculations of this market data item with trips typical for parking lots, or at least office,
indicate a unit value ranging between $4,953 and $7,478.
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Market Data Item 9 is an April 30, 2015 recorded sale of a ±7.5-acre mixed use office
development site on Jamboree (The Boardwalk). The purchase price of $27,000,000
represents a unit price of $3,595 over the 7,510 ADT allotted for the property. The
±550,000-square-foot building contains work space and meeting rooms, and the trip (or
ADT) ratio is nearly one-third more than the HFET Site (0.01365 versus HFET ratio
0.01042).

Market Data Item 10 is the Broadcom Campus site located directly across from the
Subject HFET Site in Irvine. This ±71.648-acre site sold for $128,000,000, and the sale was
recorded on March 10, 2015. Within Irvine Spectrum 3 (PA 32), the 20,840-ADT allotment
allowed an entitlement of a ±2,000,000-square-foot office campus containing meeting
rooms and retail and office space. The site was rough graded at sale and was formerly used
for row crops. The ratio of ADT (20,840) to building square footage is exactly the same as
the HFET Site at 0.01042 trips per allowed building area. The per-unit price equated to
$6,142 per ADT.

Market Data Item 11 is the sale of a ±3.84-acre site in the Irvine Business Complex. The
sale recorded in January 2015 for a total price of $7,275,000. The property was allotted
596 ADT for an entitlement of a ±75,600-square-foot R&D building. However, the buyer
elected to develop the site with two buildings – one with 12,688 square feet of office and
38,573 square feet of industrial warehouse space, and the second with 6,054 square feet of
office and 19,874 square feet of industrial warehouse space. The total square feet of both
buildings is 77,189. The 596-ADT equated to a 0.0077 ratio of trips to building area based
on the actual achieved building size, higher density than the Subject. The price per unit
indicated by this sale is $12,206 per ADT.

A summary of these transactions is included in the Market Data section of this appraisal report
(beginning on page 52), along with photographs and Assessor Maps of each property analyzed.

Elements of Comparison

An analysis of each market data item was completed. The following summarizes the
findings of my study of each element of comparison.
•
•
•

•

Property Rights – The Subject HFET Site is valued in fee simple interest. Each
market data item was sold in fee simple interest.

Financing – The Subject HFET Site is valued in terms of cash or cash equivalent
financing. Each market data item transferred under similar terms.

Conditions of Sale – The definition of fair market value requires that the buyer and
the seller be willing, but under no particular or urgent necessity or obligation. This
concept is often referenced as an “arm’s length transaction” or stated as a “sale
under market conditions.” Conditions of sale assume an openly marketed property
with typically motivated buyers and sellers. Each market data item was sold with
no conditions that would be considered non-market motivations.

Expenditures Made Immediately After Purchase – The Subject is valued as a
rough graded pad. Market Data Item 7 is inferior as raw land. Market Data Items 8
and 11 were finished sites at sale, in superior site condition to the HFET Site.
Market Data Item 9 was a near-finished site with asphalt paving in need of removal,
but all off-sites were available and in place, superior to the HFET Site. Market Data
Item 10 was similar to the HFET Site in condition at sale.
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Market Conditions – The recording dates of these sales, ranging from early 2017
to early 2015, reflect an upward-trending market for R&D, office, and light
industrial development. Like most real estate, this market segment was on the
recovery path from the great recession by 2015. Market Data Items 8 through 11
are sales prior to mid-2017, and are considered inferior to the HFET Site in the
element of market conditions at the time of sale. Only Market Data Item 7 is
considered similar in market conditions to the Subject’s current date of value.
Property Elements – Location, physical, and legal characteristics of each market
data item were analyzed.

Locationally, the Subject site benefits from proximity to local business centers and
community services, as well as the destination draw of the Great Park and the
Spectrum, and has immediate access to the Interstate 5 and Interstate 405
interchange. A study of the market data indicated a preference for parcels located
near such development. Preference was also shown for the parcels located in
southwestern Orange County.
Physically, the range of sizes for the market data items did not indicate a
discernable preference in this market data site set.

Legal characteristics analyzed in the valuation included the property elements of
entitlements and density allowance, which is driven by ADT. As described under
the zoning description of the HFET Site on page 34, the Subject, according to the
Traffic and Planning Departments of the City of Irvine, has a trip allowance (ADT)
ratio of 0.01042, equating to 8,461 ADT. The ADT allowance of the market data
items ranged from 392 up to 20,840.

Based on the previous comparative sales analysis, the following summarizes the per-unit
valuation of the HFET Site.
Market Data Item
11
7
10
8
9

Recording Date
1/7/2015
7/20/2017
3/10/15
8/5/16
4/30/15

Location
Irvine
San Diego
Irvine
Irvine
Irvine

Unit Rate per ADT
$12,206
$7,398
$6,142
$4,953
$3,595

Ranking
superior
inferior
inferior
inferior
inferior

Given the market conditions at the date of value, the density allowance (ADT-driven) with
emphasis on the location, the HFET Site is estimated to have a per-unit value of $8,000, near
the top of the indicated per-unit value range.

As of August 31, 2017, the HFET Site has a fair market value in fee simple interest of
$68,000,000 calculated as follows:
8,461 ADT ⨯ $8,000 per ADT = $67,688,000
rounded to $68,000,000
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Market Data Summary – Land
Item Location/APN

Buyer / Seller

Recording Date/
Document #

Zoning

ADTs

Sale Price

Price per
ADT

Comments

1

200 La Terraza Boulevard
Escondido, CA 92025
232-150-59

Escondido Hotel LP
San Bernardino Hospitality LLC

3/30/2017
0117158

PD-C

945

$3,500,000

$3,704

Entitlement – 4-story, 105-room Marriott Springhill
Suites Hotel, 73,325-SF hotel approved 2012

2

Pacific Coast Highway
Dana Point, CA 92629
672-592-13, 14 & 15

Headlands Investments LLC/
Headlands Reserve LLC

10/14/2016
0504175

Headlands

975

$7,500,000

$7,692

Entitlement – 57-room hotel, 8-room hostel (40 beds)
and retail, 35,000-SF building

3

7905 Gateway Boulevard
Irvine, CA 92618
585-044-02

Spectrum Gateway Hotels LLC
The Irvine Company LLC

02/11/2016
059469

4.7
Urban
Commercial

2,214

$9,202,000

$4,156

Entitlement – Irvine Spectrum Marriott Hotel, 15-story,
271-rooms in 209,817-SF building, fitness center,
lounge

4

8650 Tech Way (Kearny Mesa)
San Diego, CA 92123
369-220-85

Tech Way Hotel LP
San Diego Metropolitan Transit
Development Board

1/27/2016
035307

CC-1-3

945

$2,100,000

$2,222

Buyer proposed 105-room hotel, 57,000-SF building,
Carmel Valley Community Board review 7/28/2016

5

1660 Barranca Parkway
Irvine, CA 92606
430-201-07

Tonho International Inc
Braille Institute of America, Inc.

08/12/2015
420103
& 1/25/2015
32692

5.1 IBC
Multi-Use

1,069

$7,420,000

$6,772

Buyer proposed 208-room hotel, 77,640-SF building,
proposed 459-ADT transfer from 7040 Scholarship site
to meet hotel ADT standards

6

26871 Ortega Highway
San Juan Capistrano, CA 92675
124-170-12, 14, 15 & 16

South Coast Investors II LLC
GCRE/SJC LLC

03/27/2015
156891

TC
Tourist
Commercial

1,586

$6,550,000

$4,130

Entitlement – 124-room, 139,000-SF hotel

7

Shoreline Drive (University City)
San Diego, CA 92122
348-020-68

KR Rose Canyon LLC
Fermanian Family Foundation
(50%) & La Jolla Investment Co
(50%)

7/20/2017
0328201

IP-1-1
Industrial
Park

392

$2,900,000

$7,398

Entitlement - 45,000-SF R&D office, 392 ADT allowed
to be transferred as site not buildable per city.
Motivation of buyer to add ADT to proposed office
development in area

8

9950 Jeronimo Road
Irvine, CA 92618
591-011-11

Chapman University
9950 Jeronimo Associates LLC

8/5/2016
632181

5.4
General
Industrial

475

$10,500,000

$22,105

Entitlement -102,000-SF industrial building with 15%
office and 85% warehouse, but buyer to develop site
with parking lot (2,120 ADT estimate on parking use)

9

18691 Jamboree (The Boardwalk)
Irvine, CA 92612
445-102-02

Boardwalk Office Associates LLC /
General Investment Funds Real
Estate Holding Company

4/30/2015
225382

5.1 IBC
Multi-Use

7,510

$27,000,000

$3,595

Buyer building 9-story 550,000-SF office building,
almost complete, some retail on first floor

10

12L Barranca Pkwy (Broadcom)
Irvine, CA 92618
590-173-03, 04, 05 & 06

O.C. Property Company
Heritage Fields El Toro LLC

3/10/2015
123653

4.2
Community
Commercial

20,840

$128,000,00
0

$6,142

Entitlement - 2,000,000-SF office campus, contains
retail, rough graded at time of sale, formerly used for
row crops and part of El-Toro Marine Base

11

1675 Deere Avenue
Irvine, CA 92606
430-201-09 & 10

Sigma Trident LLC
PSIP WR Red Hill LLC

1/07/2015
006966

5.1 IBC
Multi-Use

596

$7,275,000

$12,206

Entitlement – 75,600-SF R&D building, buyer proposed
±36,000-SF building on southern portion of site. Final
building totals 77,169-SF, 24% of building office, 76%
Industrial/Warehouse
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