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% Mr. Chris Bonin

Director Facilities, Operations and Transportation
937 Southwood Drive

San Luis Obispo, CA 93401

cbonin@slcusd.org

Dear Mr. Bonin:

As requested by you and Mr. Ryan Pinkerton (Assistant Superintendent/Business Services), | have
completed an inspection, analysis, and current opinion of market value of the leased fee interest in the
subject property identified as the:

SAN Luis COASTAL UNIFIED SCHOOL DISTRICT
SUNNYSIDE ELEMENTARY SCHOOL PROPERTY
APN 074-331-001
880 MANZANITA DRIVE
Los Osos (SAN Luis OBIsPO COUNTY), CA 93402

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

The purpose of this appraisal is to determine the opinion of current market value (as defined in the
California Code of Civil Procedure, Section 1263.320) of the subject property.

The intended use of this appraisal report is for decision-making and the potential sale or transfer of
the property. The intended users are the client [San Luis Coastal Unified School District (SLCUSD)] and
advisors. No other uses or users are intended by the appraiser.

This appraisal report was developed in conformance with the Uniform Standards of Professional Ap-
praisal Practice (USPAP) and contains 337 pages.

The appraised leased fee interest represents the fee simple interest in the property, subject to leases
in favor of on-site tenants. Most of the current leases are renewed annually.

ASSUMPTIONS AND CONDITIONS OF APPRAISAL
The reader is directed to the Assumptions and Conditions of Appraisal section of the final appraisal
report, wherein all significant assumptions and conditions are identified. These include the following:

e Acreage Estimate — The estimated property size of 11.90 total acres is based on a review of San
Luis Obispo County Assessor’s parcel map. For the purposes of this report, the acreage cited
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on the assessor’s parcel map is assumed to be correct; however, this is subject to revision based
on an actual survey by a licensed surveyor.

e Title — First American Title Company Preliminary Report Order Number 4001-6044638 (Sep-
tember 9, 2019) was provided to the appraiser. There appears to be no adverse title conditions
affecting the use of this property. This appraisal assumes no title conditions beyond those
listed in the Preliminary Report.

e Business Interest Valuation — This appraisal considers real property rights only. No considera-
tion or valuation of any business interest and/or goodwill has been considered in this appraisal.

e Environmental Contamination — No Phase | environmental assessment was provided. No con-
tamination or adverse soil conditions were disclosed to or identified by the appraiser. This
appraisal assumes there is no soil contamination affecting the subject property. The appraiser,
however, is not qualified to detect such substances. The presence of substances, such as as-
bestos, urea-formaldehyde foam insulation, toxic mold, or other potentially hazardous mate-
rials, may affect the market value of the property. The market value conclusion is predicated
on the assumption that there is no such material on or in the property that would cause a loss
in market value. No responsibility is assumed for any such conditions or market value. No
responsibility is assumed for any such conditions, expertise, or engineering knowledge re-
quired to discover them. The client is urged to retain an expert in this field, if desired.

e Existing Building Size Estimates — The client provided building information, including various
size estimates. This information is assumed to be correct.

e Existing Buildings and Conditions — The Sunnyside Elementary School property includes a fully
developed, elementary school facility that was originally built around 1953 with additional
structures added in the 1960s though 1997. Around 2003, the school ceased operation as a
public elementary school, but various buildings have been leased, consistently maintained, and
are currently occupied with tenants. The existing buildings/structures will not be removed by
the property owner prior to the property being sold or transferred. Therefore, this appraisal
attempts to reflect and account for the contributory value of the existing structures.

e Building Inspection Reports — No building inspection reports were provided. The structures
were evaluated and the condition noted as part of this appraisal. No substantially deficient
building conditions were noted or disclosed to the appraiser. However, the subject buildings
are older and may reflect some degree of deferred maintenance. The appraiser is not an expert
in structural, electrical, plumbing, mechanical, and/or roofing systems. Also, no lead-based
paint or asbestos-containing materials were disclosed to the appraiser. Identification of any
extraordinary needed repairs or adverse conditions may warrant a reappraisal. This appraisal
is subject to revision based on review of building inspection reports by a building inspection
specialist. It is an extraordinary assumption of this report that the structures do not contain
any extraordinary adverse conditions and that the structures contain no lead-based paint or
asbestos-containing materials. The client is advised that per USPAP Standard Rule 2-2(a)(xiii),
the use of an extraordinary assumption may affect the assignment results.
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e Highest and Best Use Valuation Scenarios — The valuation of the subject Sunnyside Elementary
School property is based on two scenarios:

» Scenario A — Opinion of market value reflecting the current use — or Value in Use — as the
property is currently developed and used. This valuation scenario may not represent the
Highest and Best Use, as that term is commonly used for real-property appraisals.

» Scenario B — Opinion of market value reflecting the Highest and Best Use of the property,
which may not reflect the current use.

Any significant variation from these assumptions or conditions may warrant a reappraisal of this prop-
erty.

PROPERTY OVERVIEW

At 11.90t acres, the Sunnyside Elementary School property comprises one of the largest-acreage
properties within the Community of Los Osos. It features a central location situated along Los Osos
Valley Road near several of the community focal points.

The northerly, 2.20+-acre portion of the site is a level terrace comprising ball fields and turf situated
just above Los Osos Valley Road.

The center of the site totals about 8 acres that are developed with buildings and paved parking areas
and driveways, interspersed with open grass and some asphalt-paved playgrounds.

The 1.70-acre, southerly edge of the property includes the highest elevation of the site comprising
undeveloped terrain with sandy soils and mostly grass and coastal scrub vegetation.

The site features public-street frontages on all or portions of three sides, with developed access drive-
ways via Manzanita Drive to the west and Bayview Heights Drive to the east. The frontage along Los
Osos Valley Road to the north includes land that may require future road dedication land, depending
on the ultimate use/redevelopment of the subject property.

There is existing water service to the property provided by Golden State Water, one of three water
purveyors in Los Osos. Historical wastewater/sewer service was provided by on-site septic systems.
With the completion of the community wastewater treatment plant in 2016, community sewer service
is now being provided by the community wastewater treatment system. There are no identified future
sewer service limits. Reportedly, the existing facilities and buildings on the subject property have been
connected to the community wastewater treatment system. Any redevelopment of the property may
require additional and/or upgraded water and sewer utility lines.

The subject Sunnyside Elementary School property is zoned Public Facilities (PF) by the San Luis Obispo
County Planning Department. The PF zoning represents one of the most challenging aspects of this
appraisal. This is due to very limited/few market-based uses allowed, as well as very scarce market data
for this type of zoning/use. However, it is notable that the San Luis Obispo County Coastal Land Use
Ordinance includes the following statement regarding allowed uses in the PF zone:

The Public Facilities land use category (s intended to be applied only to the lands owned
by public agencies. In the event land designated in this category is transferred from public
to private ownership, the county will initiate a Land Use Element/Local Coastal Plan
amendment to change the site to the same designation as an adjoining privately-owned
parcel.
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Based on this information, if sold to a private buyer, a rezoning of the property will be initiated by San
Luis Obispo County. This would entail a General Plan Amendment (GPA) and a zoning change. The
Community of Los Osos is in the late stages of updating its local community plan (Los Osos Community
Plan). A potential GPA would likely be considered based on a collaborative effort between San Luis
Obispo County and the subject property owner.

In conclusion, it is very difficult to predict the outcome or reasonable probability of a GPA/zoning
change for the subject Sunnyside Elementary School property. To the extent that additional develop-
ment is ultimately gained via rezoning or another means, the market value of the subject property
would likely increase. However, some degree of retained open space/park use may be required and/or
possibly provide a benefit to potential new development on the balance of the subject site, as well as
providing a greater potential for neighborhood support.

The existing school facilities include eight permanent structures totaling 29,700+ square feet and
8,893+ square feet of external, covered canopy. These buildings are mostly leased and occupied by
the State of California Department of Forestry and Fire Protection (CAL FIRE) as a training facility, as
well as local educational/private school tenants. The current CAL FIRE lease was updated and revised
to run until June 30, 2025. The other tenants are on year-to-year leases. As of 2024, all tenants have
been notified that their leases will not extend beyond June 2025.

There are also five relocatable/modular classrooms and one relocatable/modular office building total-
ing 5,255+ square feet. Three of the modular buildings are occupied by Community Action Partnership
of San Luis Obispo (CAPSLO), but does not currently pay rent. On-site facilities also include extensive
parking lots, landscaping, fencing, and site improvements.

The highest and best use of this property is to retain the existing structures as an investment property
and pursue partial redevelopment consistent with the policies of the County of San Luis Obispo. This
may include a GPA and processing a new, mixed-use, commercial/residential development and possi-
ble public uses, such as parkland or other community facilities. The substantial existing structures help
provide revenue that would appeal to an investor. As such, the existing structures represent a signifi-
cant contributory value to the property.

LOS OsOS COMMUNITY PLAN UPDATE

Initiated in 2015, the Los Osos Community Plan update process was initially completed with the adop-
tion of the Los Osos Community Plan by the San Luis Obispo County Board of Supervisors on Decem-
ber 15, 2020. This plan and the associated Environmental Impact Report were approved for submission
to the California Coastal Commission.

Community Water Services

Currently, there is an identified water allocation available to serve existing development on this prop-
erty. The Los Osos Groundwater Basin was subject to a 2015 adjudication and has been subject to a
complex, protracted, evaluation/intervention period designed to prevent further seawater intrusion.
This process is monitored by the Los Osos Basin Plan Groundwater Monitoring Program with oversight
by the California Department of Water Resources. The ultimate approval of water “will-serve letters”
to allow development of vacant parcels in Los Osos will be subject to California Coastal Commission
approvals.

As detailed in a recent (May 22, 2024) article in the San Luis Obispo Tribune, at long last it appears that
at their upcoming June 2024 meeting the California Coastal Commission staff will address the Los Osos
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Community Plan and recommend policies to allow 1% growth in the community, relaxing the decades-
long building moratorium in Los Osos. This is based on the most recent analysis of local groundwater
conditions, water-conserving practices, and possible supplemental community water.

It is also notable that as of 2024, the Los Osos Community Services District (LOCSD) is pursuing a water
pipeline spur that will connect with the Chorro Valley Pipeline to the northeast, which will provide
supplemental state water to the Community of Los Osos. As of 2024, this project is projected to be
completed within 4 to 5 years.

The 1% growth rate provides for as many as 62 new homes in the community, based on the current
estimate of approximately 6,200 residential dwellings. However, building permits in the community
will likely be phased into reach the 1% growth rate over a period of time. Low-income/affordable
housing may also be added on a different schedule, with potentially as many as 400 units built over
the next 5 years.

It is notable that there has been a long-standing building permit waitlist in Los Osos, totaling over 230
applications dating as far back to 1990. At an estimated buildout of 60 units per year, the current wait
list reflects almost 4 years of building applications.

If enacted as proposed, this policy change represents a significant shift to finally allow some develop-
ment in Los Osos.

At this time, there is no clear schedule to provide water for development for all of the substantial
number of vacant properties in the community, including the undeveloped portions of the subject
Sunnyside Elementary School property. This creates significant uncertainty regarding the outlook and
timing for potential development/redevelopment on-site. However, as of May 2024, pending the
results of the upcoming California Coastal Commission meeting, the overall outlook appears to be
clearly improving.

Historical Water Use

Also notable is the historical water use on the Sunnyside Elementary campus may allow an opportunity
for development of all or portions of the property if suitable offsetting water-use conservation
measures are implemented. A review of the water-use history and community water/development
policies by a civil engineer is recommended in order to evaluate the historical water use and potential
development aspects of the subject property.

Community Wastewater Treatment

The Community of Los Osos Wastewater Treatment Plant came online in 2013, ending decades of
delays, lawsuits, and false starts. The community sewer system provides the subject property direct
access to sewer service. The Sunnyside Elementary School property has reportedly been connected to
the LOCSD, including payment of the sewer assessment fees.

Habitat Conservation Plan
The Los Osos Habitat Conservation Plan was a requirement of the Los Osos Wastewater Treatment
Plant and was adopted as part of the Los Osos Community Plan Update.

LAND MARKET OVERVIEW
Over many years, sales of vacant/redevelopment properties in Los Osos have been constrained by the
uncertain water and development entitlement outlook. Demand for local development properties in

© 2024 Central California Appraisals 24-S24 Page v



CENTRAL CALIFORNIA

APPRAISALS

nearby Morro Bay and San Luis Obispo has been driven largely by the residential development poten-
tial, with the commercial aspect being clearly a secondary factor.

From a market-demand standpoint, the substantial surge in housing prices and residential rents in Los
Osos is well-documented. Single-family residential prices have surged roughly 50% from 2012 to 2020.
Since 2020, home prices have clearly increased following the COVID-19 pandemic, although appear to
have tempered somewhat since 2023. In response, demand for suitable development land has been
very strong over the past few years, at least up though 2022 to 2023 when significant interest rate
increases occurred. Certain additional factors are also affecting and tempering local development land
prices; particularly higher property taxes due to the community wastewater project, increased permit
and development fees, as well as substantially increased construction costs.

We are roughly 11 to 12 years into the current development cycle and past experience would indicate
a down cycle at some point on the horizon. After a prolonged period of very affordable interest rates,
the substantial increases in interest rates in 2022/2023 has affected development financing and feasi-
bility. These factors may combine to weigh on the previous upward trend of development land prices.

Sunnyside Elementary School Valuation Factors

The subject property is very unusual is it represents a very large landholding that is primarily developed
with an extensive school facility, including buildings, infrastructure, and paved parking/play areas. The
structures are mostly leased to various private and public users. Given the uncertainty of community
water resources, the existing facilities and historical use have established a significant amount of de-
velopment and water use, which provides a substantial advantage for potential additional or redevel-
opment purposes. However, the open ball fields and undeveloped and upper hillsides may not have
proven available water and/or may feature other constraints affecting potential development. The ex-
isting buildings and lease revenue provides a significant benefit as an investment property and/or
during the potential planning and predevelopment period.

Market Data Considered

Four sets of market data were considered in this appraisal. Data Groups A and B represent sales of
primarily vacant land from Los Osos, San Luis Obispo, and other competitive locations. Data Group A
features land sales acquired for near-term potential development. Data Group B includes sales of var-
ious constrained properties most similar to the current PF zoning of the subject property. Data Group C
includes sales of improved institutional properties, considered to be most applicable in valuing the
subject property as an existing school facility. These include sales of campuses used for churches;
schools; a historical church camp; and other, somewhat-similar uses. Data Group D represents sales of
multi-tenant office complexes that were considered for comparison and rate-verification purposes.

The existing leases and rental/property expense information was considered in valuing the subject
structures. In addition, the buildings were analyzed using the cost approach.

MARKET VALUE SCENARIOS

Valuation Scenario A - Value in Use

Valuation Scenario A reflects the market value of the subject property considering its current use and
degree of development with the existing structures. This valuation scenario considers the open land
on the property as recreational fields on the south side of the property and undeveloped hillsides on
the north side.
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Valuation Scenario B - Highest and Best Use

Valuation Scenario B reflects the market value of the subject property considering the degree of de-
velopment with the existing structures and also potential for further development on the open land
portions. This valuation scenario considers the open land on the property as featuring potential for
future development. However, the present contributory value of the open/potentially developable land
reflects significant uncertainties regarding the likelihood of development due to the current commu-
nity water supply constraints and potential neighborhood resistance due to the potential loss or re-
duction of open recreational fields.

The cost approach was developed and provides a market value conclusion of $5,875,000 for Valuation
Scenario A and $6,600,000 for Valuation Scenario B. The income approach provides a market value
conclusion of $3,970,000 for Valuation Scenario A and $4,480,000 for Valuation Scenario B. Due to the
challenges of applying the income approach, in this case, this valuation method is given limited weight
in the final analysis. Very strong weight is given to the sales comparison approach as a total of 13 sales
and 3 listings of improved properties were identified, including several properties specifically acquired
for school/educational purposes. The sales comparison approach provides market value conclusions
of $5,675,000 for Valuation Scenario A and $6,050,000 for Valuation Scenario B.

Valuation Conclusions

After carefully evaluating and comparing the market data, the current market value of the leased fee
interest in the subject Sunnyside Elementary School property, based on the market value definition as
identified in the Code of Civil Procedure, Section 1263.320, subject to the Assumptions and Conditions
of Appraisal, as of May 21, 2024, is:

SUNNYSIDE ELEMENTARY SCHOOL
VALUATION SUMMARY TABLE

VALUATION
SCENARIO VALUATION PREMISE MARKET VALUE
A Value in Use $5,650,000
B Highest and Best Use $6,050,000

Value in Use - Valuation Scenario A

FIVE MILLION Six HUNDRED FIFTY THOUSAND DOLLARS
($5,650,000)

Highest and Best Use - Valuation Scenario B

SiIX MILLION FIFTY THOUSAND DOLLARS
($6,050,000)

Recommendations

The subject Sunnyside Elementary School property represents a very challenging property to value.
This is due to the uncertainty regarding the ultimate disposition and highest and best use of the site.
If sold on the open market to a private buyer, it appears that San Luis Obispo County will initiate a
GPA and rezoning of the property. The extent and density of potential redevelopment of the property
is quite uncertain due, in significant part, to the current community water supply constraints.
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Therefore, if the property were to be sold on the open market, it is recommended that a land planning
and/or civil engineering firm be retained to work with the San Luis Obispo County Planning Depart-
ment and the Los Osos Community in order to identify the most likely and acceptable development
scenarios for the subject property. This type of study and securing potential development approvals
may result in an increase in the market value of this property.

Thank you for this opportunity to be of service. Please contact me with any questions at (805) 544-
2472, Extension 215.

Respectfully submitted,

/\ GQ"Q/ D 5
Todd O. Murphy, MAI, ARA
Senior Appraiser

California License #AG002286
License Expires February 14, 2026

TOM:AM:AME;jsi

cc Mr. Ryan Pinkerton rpinkerton@slcusd.org
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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 opinion of current market value
and was not included in this report.

ACREAGE ESTIMATE

The estimated property size of 11.90 total acres is based on a review of San Luis Obispo County
Assessor’s parcel map. For the purposes of this report, the acreage cited on the assessor’s parcel map
is assumed to be correct; however, this is subject to revision based on an actual survey by a licensed
surveyor.

TITLE

First American Title Company Preliminary Report Order Number 4001-6044638 (September 9, 2019)
was provided to the appraiser. There appears to be no adverse title conditions affecting the use of this
property. This appraisal assumes no title conditions beyond those listed in the Preliminary Report.

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 local code violations were identi-
fied as part of this investigation.

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.
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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
property. For instance, the appraiser is not an expert on geology, soils, groundwater, etc. The appraiser
is also not an expert in various building systems such as structural, plumbing, electrical, mechanical,
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 them 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 an 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 bro-
kers/agents, 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.

ENVIRONMENTAL HAZARDS

The existence of hazardous material and/or underground contamination, which may or may not be
present on the property, was not observed by the appraiser. The appraiser has no knowledge of the
existence of such materials on or in the property. The appraiser, however, is not qualified to detect
such substances. The presence of substances, such as asbestos, urea-formaldehyde foam insulation,
toxic mold, or other potentially hazardous materials, may affect the value of the property. The opinion
of current market value is predicated on the assumption that there is no such material on or in the
property that would cause a loss in value. No responsibility is assumed for any such conditions or
value. No responsibility is assumed for any such conditions, expertise, or engineering knowledge
required to discover them. The client is urged to retain an expert in this field, if desired.

The appraiser is not an expert in environmental hazards and comments contained herein should not
be construed as an environmental assessment. All clients are advised to obtain a Phase | environmental
report if there are any concerns in the environmental field and/or their impact on the subject property.
The client is urged to retain an expert in this field, if desired.

ENVIRONMENTAL CONTAMINATION

No Phase | environmental assessment was provided. No contamination or adverse soil conditions were
disclosed to or identified by the appraiser. This appraisal assumes there is no soil contamination af-
fecting the subject property. The appraiser, however, is not qualified to detect such substances. The
presence of substances, such as asbestos, urea-formaldehyde foam insulation, toxic mold, or other
potentially hazardous materials, may affect the market value of the property. The market value con-
clusion is predicated on the assumption that there is no such material on or in the property that would
cause a loss in market value. No responsibility is assumed for any such conditions or market value. No
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responsibility is assumed for any such conditions, expertise, or engineering knowledge required to
discover them. The client is urged to retain an expert in this field, if desired.

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 value of a property is ultimately 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 thereon.

EXISTING BUILDINGS AND CONDITIONS

The Sunnyside Elementary School property includes a fully developed, elementary school facility that
was originally built around 1953 with additional structures added in the 1960s though 1997. Around
2003, the school ceased operation as a public elementary school, but various buildings have been
leased, consistently maintained, and are currently occupied with tenants. The existing buildings/struc-
tures will not be removed by the property owner prior to the property being sold or transferred.
Therefore, this appraisal attempts to reflect and account for the contributory value of the existing
structures.

EXISTING BUILDING SIZE ESTIMATES
The client provided building information, including various size estimates. This information is assumed
to be correct.

BUILDING INSPECTION REPORTS

No building inspection reports were provided. The structures were evaluated and the condition noted
as part of this appraisal. No substantially deficient building conditions were noted or disclosed to the
appraiser. However, the subject buildings are older and may reflect some degree of deferred main-
tenance. The appraiser is not an expert in structural, electrical, plumbing, mechanical, and/or roofing
systems. Also, no lead-based paint or asbestos-containing materials were disclosed to the appraiser.
Identification of any extraordinary needed repairs or adverse conditions may warrant a reappraisal.
This appraisal is subject to revision based on review of building inspection reports by a building
inspection specialist. It is an extraordinary assumption of this report that the structures do not contain
any extraordinary adverse conditions and that the structures contain no lead-based paint or asbestos-
containing materials. The client is advised that per USPAP Standard Rule 2-2(a)(xiii), the use of an
extraordinary assumption may affect the assignment results.

BUSINESS INTEREST VALUATION
This appraisal considers real property rights only. No consideration or valuation of any business
interest and/or goodwill has been considered in this appraisal.
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS

Property Name:

Location:

APN:
Land Size:
Topography:

Improvements:

Zoning:

Current Use:

Highest and Best Use:
Owner of Record:
Effective Date of Value:
Date of Report:

Market Value Conclusion:

Cost Approach:
Income Approach:
Sales Comparison Approach

Current Market Value
Conclusion of Leased Fee
Interest as of May 21, 2024:

Value Scenario A:
Value Scenario B:

Sunnyside Elementary School

880 Manzanita Drive, Los Osos (San Luis Obispo
County), California 93402

074-331-001
11.90+ gross acres
Mostly level to gently-sloping

Existing, older, school buildings; mostly tenant-
occupied

Public Facility (PF)

School facilities, firefighter training, offices, modular
buildings, and recreation

Hold for potential redevelopment
San Luis Coastal Unified School District (SLCUSD)
May 21, 2024

June 17, 2024

Valuation Scenario A Valuation Scenario B
$5,875,000 $6,600,000
$3,970,000 $4,480,000
$5,675,000 $6,050,000

$5,650,000

$6,050,000

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, as an appraiser or in any other capacity, 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
subsequent event directly related to the intended use of this appraisal.

my compensation was based on a professional fee and was not based on a percentage of the
market value conclusion.

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.

Allyson Milburn and Amber Eckert (Research Analysts/Appraiser Trainees) assisted in the devel-
opment 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, I, Todd O. Murphy, MAI, ARA, have completed the continuing
education program of the Appraisal Institute and ASFMRA.

/"\/;,Q« ©- LQQ-1

Todd O. Murphy, MA|, 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
conclusions, 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 assume 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 ob-
tained from sources considered reliable and believed to be true and correct. However, no responsibility
for accuracy of such items furnished to the appraiser will 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 which 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 des-
ignated members. MAls and SRAs who meet the standards of this program are awarded
periodic educational certification. Todd O. Murphy, MAI, ARA, is certified under this pro-
gram.

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 NOVEMBER 13, 2019; FEBRUARY 8§,
2020; AND MARCH 27/, 2024
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Viewing West Along Los Osos Valley Road; Sunnyside School at Left
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Viewing Southeast Across Los Osos Valley Road Toward
Northwestern Corner of Sunnyside School

Viewing East Along Los Osos Valley Road; Sunnyside School at Right
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Viewing West Along Los Osos Valley Road;
Close-Up of Sunnyside School Road Frontage

g -

El

Viewing Northeast Over Ball Fields and Northern Portion of Sunnyside School
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Viewing Northwest Over Ball Fields and Northe

rn Portion of Sunnyside School
ot . :

Viewing Northwest From Sunnyside School Across Los Osos Valley Road Toward Los Osos
Community Park and Office Building
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Viewing East Along Manzanita Avenue Toward Sunnyside School

Viewing West From Sunnyside School Along Manzanita Avenue
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Viewing West From Bayview Heights Drive Toward Sunnyside School
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e

Viewing North Along Bayview Heights Drive; Sunnyside School on Left

*
i -
B i -

e

£

Viewing Southwest Toward Southern/Undeveloped Portion of the
Sunnyside School Property; Bayview Heights Neighborhood in Background
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Viewing Southwest Toward Southern/Undeveloped Portion of the Sunnyside School Property;

s i e

Viewing Northwest From

the Southern/Undeveloped Portion of the Sunnyside School Property
Overlooking the Subject Property
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Viewing Northwest Over the Ball Fields on the Northern Portion of the
Sunnyside School Property
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T

Viewing Southeast Toward the Southern/Undeveloped Portion of the Sunnyside School
Property; Bayview Heights Neighborhood in Background
- =

S Bt v e

Viewing North Over the Ball Fields on the Northern Portion of the Sunnyside School Property
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SAN Luis OBISPO COUNTY AND VICINITY
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NEIGHBORHOOD LOCATION MAP
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GOOGLE EARTH PRO AERIAL PHOTOGRAPH OF THE
SUNNYSIDE ELEMENTARY SCHOOL PROPERTY
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APPRAISAL REPORT — INTRODUCTION

PURPOSE OF ASSIGNMENT, INTENDED USE, AND INTENDED USERS
The purpose of this assignment is to determine the fair market value (as defined in the California Code
of Civil Procedure, Section 1263.320) of the subject property identified as follows:

San Luis Coastal Unified School District
Sunnyside Elementary School Property
APN 074-331-001
880 Manzanita Drive
Los Osos (San Luis Obispo County), CA 93402

As requested by the client, this appraisal considers the subject property under two valuation scenarios.
The intended use of this appraisal report is for decision-making and potential sale or transfer of the
property. The intended users are the client [San Luis Coastal Unified School District (SLCUSD)] and
advisors. 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 parties to whom it is intended. 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 involved a comprehensive investigation into all factors believed to influence
the market value of the subject property. This investigation is summarized as follows:

e Conducted an on-site inspection and review of the property on March 27, 2024.
¢ Inspected and analyzed the community and neighborhood.

e Conducted interviews and discussions with various public officials, market participants, and
knowledgeable parties during this and our prior appraisal report of the subject property. Some
of the more significant include:

» Mr. Chris Bonin, Director; Buildings, Grounds & Transportation; SLCUSD
» Ms. Carol Florence AICP, Planner, Oasis Associates

» Ms. Kerry Brown, Senior Planner, Los Osos Community Plan Update Project Manager, San
Luis Obispo County Planning Department

» Ms. Kelly Lee, Facilities Analyst, SLCUSD
» Mr. Rick Stimson, Facilities Specialist, SLCUSD
» Mr. Ron Munds, General Manager, LOCSD

© 2024 Central California Appraisals 24-S24 Page 24
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e Reviewed and analyzed available public and private information relevant to this property. Some
of the more significant documents included:

» Appraisal Report of the San Luis Coastal Unified School District Sunnyside Elementary
School Property; Schenberger, Taylor, McCormick & Jecker, Inc.; March 9, 2020

» Preliminary Report Order Number 4001-6044638; First American Title Company; Septem-
ber 9, 2019

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

» Federal Emergency Management Agency (FEMA) Flood Map Number 06079C1040H;
May 16, 2017

> Coastal Allowable Use Table & Definitions, Coastal Table O, Coastal Zone Framework For
Planning; County of San Luis Obispo; October 2018

» Los Osos Community Plan Public Review Draft; San Luis Obispo County Planning Depart-
ment; January 30, 2015

» Los Osos Community Plan Draft Environmental Impact Report (Volume 1 EIR Analysis); San
Luis Obispo County Planning Department; July 2019

» Building Moratorium in Los Osos Could be Lifted After Decades. Here's How; John Lindt
(SIERRA2THESEA.NET); San Luis Obispo Tribune; May 22, 2024

Annual Secured Property Tax Bills, San Luis Obispo County, 2019/2020 and 2023/2024
Sunnyside Elementary School Leases (various dates)

Sunnyside Elementary School Expense Summaries

YV V VYV V

U.S. Geologic Survey topographic map
Various other maps and documents provided by the client
e Performed an analysis and conclusion of the highest and best use of the subject 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 current market value of the subject property by the direct
sale comparison approach.

e Completed a valuation of the subject property using the cost approach and the income capi-
talization approach.

e Arrived at a current market value conclusion of the leased fee interest of the subject property
subject to the Assumptions and Conditions of Appraisal and considering the subject property
under Valuation Scenarios A and B.
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KEY DEFINITIONS
FAIR MARKET VALUE'

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

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

The terms "market value” and “fair market value” are used interchangeably in this report.

USE VALUE2

The value of a property assuming a specific use, which may or may not be the property’s
highest and best use on the effective date of the appraisal. Use value may or may not be
equal to market value but is different conceptually. See also value in use.

VALUE IN USE’

The value of a property assuming a specific use, which may or may not be the property’s
highest and best use on the effective date of the appraisal. Value in use may or may not
be equal to market value but is different conceptually. See also use value.

AS IS MARKET VALUE'

The estimate of the market value of real property in its current physical condition, use,
and zoning as of the appraisal date.

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.

EXTRAORDINARY ASSUMPTION?

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

1 California Code of Civil Procedure, Section 1263.320
2 The Dictionary of Real Estate Appraisal, Seventh Edition, 2022, Appraisal Institute
3 USPAP 2020-2023
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Comment; Uncertain information might include physical, legal, or economic charac-
teristics of the subject property; or conditions external to the property, such as market
conditions or trends; or the integrity of data used in the analysis.

The client is advised that per USPAP Standard Rule 2-2(a)(xiii), the use of an extraordinary assumption
may affect the assignment results.

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, 2022, 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 Ap-
praisal 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.2 The restricted appraisal report should contain a brief statement
of information significant to the solution of the appraisal problem.

Market value estimates are either retrospective (past date), current (current date), or prospective
(future date). These appraisal types are defined3 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, condemna-
tion 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
is 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 develop-
ments, 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).

T USPAP 2020-2023
2 Standard 2-2(b)(ii), USPAP 2020-2023
3 The Appraisal Standards Board, Advisory Opinion 34 (AO-34), USPAP 2020-2023
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INTEREST APPRAISED

The subject property includes leases to other parties. Therefore, the interest being appraised is the
leased fee interest.

EFFECTIVE DATE OF VALUATION
The effective date of valuation is May 21, 2024.

DATE OF REPORT
The date of the report is the date of final preparation — June 17, 2024.

OFFER TO ACCOMPANY THE APPRAISER
The appraiser met with Mr. Rick Stimson, property owner representative, during his prior site inspection

on November 13, 2019. The subject property was most recently inspected on March 27 and May 21,
2024.

PROPERTY OWNERSHIP

According to the First American Title Company Preliminary Report and the San Luis Obispo County
Assessor’s Roll, title to the subject property is held by the San Luis Coastal Unified School District
(SLCUSD).

PROPERTY IDENTIFICATION

This property is commonly identified as 880 Manzanita Drive, Los Osos, California. It is also identified
as San Luis Obispo County Assessor's Parcel Number (APN) 074-331-001. The First American Title
Company Preliminary Report includes the precise legal description for the subject property. This is
included in the Addenda of this appraisal report.

PROPERTY HISTORY

This property has been owned by the SLCUSD for many years. Sunnyside Elementary School was
originally developed in the 1950s and operated as a K-12 public school through 2004 when the school
was closed. Since then, most of the facilities have been occupied and leased by a various tenants.

There have been no known sales of the property over the past 5 years.

EXPOSURE TIME'

EXPOSURE TIME: estimated 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 Sunnyside Elementary School property would have
been roughly 12 months.

T USPAP 2020-2023
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APPRAISER'S COMPETENCE

The appraiser has extensive experience appraising vacant and/or potential development land in the
subject Los Osos market area and nearby communities. The appraiser has also appraised specialized
institutional facilities, including school properties, churches, and publicly owned properties. The
appraiser is qualified to complete this assignment in a competent manner. Please refer to the Appraiser
Qualifications in the Addenda of this report for a complete description of the training and experience
of the appraiser.
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LOS OsOS COMMUNITY OVERVIEW (THE SOUTH BAY)

HISTORICAL SETTING

Located along the west coast of San Luis Obispo County and clustered at the southern edge of the
Morro Bay estuary, the three compact communities of Baywood Park, Cuesta-by-the-Sea, and Los
Osos began as separate developments, but have since grown together. Known collectively as the
South Bay, residents still consider the communities distinct from one another, yet there are no official
boundaries separating these unincorporated communities.

In 1919, Baywood Park was created as a residential recreational lot development, followed by
Cuesta-by-the-Sea in the 1920s. Los Osos was the last to develop. The Los Osos Valley, from which
the village takes its name, was originally populated by Chumash Indians and was visited by the
Spanish explorer Gaspar de Portola in the 1700s. Portola called the valley La Cafiada de Los Osos, or
Valley of the Bears, because of the large number of grizzly bears that inhabited the area during the
period of his visit.

ENVIRONMENTAL SETTING

This area is situated within a valley running roughly east/west and framed by rolling hills covered
with chaparral and stands of small oaks and eucalyptus trees. At the western end, the valley ter-
minates at the Pacific Ocean, Morro Bay, and the Morro Sand Spit. The coastline and estuary include
substantial publicly owned open space land, including Montafa de Oro State Park and Morro Bay
State Park.

The area enjoys a mild, year-round temperate climate with approximately 10 inches of annual rainfall,
although various droughts typically reflect significantly lower rainfall.

GROWTH AND DEVELOPMENT

The primary attractions of this area are the quiet, small-town atmosphere and its proximity to the
Pacific Ocean. The community also features convenient access to several public recreational and
natural areas, including Montafia de Oro State Park, Los Osos Oaks Reserve, Sweet Springs Preserve,
the Elfin Forest, Sea Pines Golf Course, and Morro Bay. In addition, this area serves as a "bedroom”
community for nearby San Luis Obispo. As such, the South Bay provides adequate neighborhood
shopping/services and good elementary and intermediate schools. High school students attend
classes in Morro Bay, 5 miles north.

Though the majority of the area was originally subdivided around the turn of the century, with most
of the lots being sold by the mid-1920s, there was very little development of the properties until the
late-1940s.

During the 1970s, growth began at an explosive rate. The South Bay led the county in growth at
many times. By 1980, the population had grown to 10,000+ people. Several factors combined to stop
growth in recent years, the most significant being the building moratorium enacted in 1988. The
1990 Census population estimate was approximately 14,377 people. In 1990, there were 6,097
dwelling units with an average household size of 2.36 occupants per dwelling. According to the 2000
Census, the population was estimated to be 14,351 people with 6,214 dwelling units, equaling
2.31 occupants per dwelling. As of the 2020 Census, the population was estimated at 14,465 people.
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COMMUNITY ACCESS

The South Bay is linked to San Luis Obispo by Los Osos Valley Road and to Morro Bay by South Bay
Boulevard and Highway 1. This area is served by public bus transportation to San Luis Obispo.
Despite improvements over the years, Los Osos Valley Road remains a busy, two- to three-lane
arterial street with heavy commuter traffic between Los Osos and San Luis Obispo. Both rail and air
services are available in the City of San Luis Obispo, 12 miles inland.

This section of the California coast falls within an emergency planning zone of the Diablo Canyon
Nuclear Power Plant, located 7 miles south of Los Osos. The proximity to this facility has not ad-
versely impacted the price or salability of local housing.

The South Bay has its own county fire department station and its own San Luis Obispo County
Sheriff's office substation.

Historic road development in parts of Baywood Park has been spotty, with paved streets interspersed
with sections of unpaved streets.

COMMUNITY GREENBELT

A key aspect of the community planning has been the adoption of a “Greenbelt” concept, whereby
key undeveloped tracts are acquired for habitat and viewshed preservation purposes. From the late
1980s through 2010, roughly seven major land acquisitions on the periphery and bay-front portions
of Los Osos were purchased for this reason.

COMMUNITY PUBLIC FACILITIES

Los Osos benefits from two elementary schools, a middle school; public library; small, recreational
park; and several public, natural areas, including the Los Osos Oaks Preserve, Sweet Springs Preserve,
the El Moro Elfin Forest, and Montafia de Oro State Park. High school students typically attend Morro
Bay High School.

The Monarch Grove Elementary School was completed in mid-1992 and serves the southwestern
portion of the community. Baywood Elementary School serves the northeastern portion of the
community. Elementary school enroliment has declined in Los Osos. Sunnyside Elementary was
closed in 2004 and has been leased out for various uses.

Los Osos WASTEWATER TREATMENT PLANT
Historically, all buildings in the Los Osos community were on individual, on-site, septic systems.

In March 1988, the California Regional Water Quality Control Board (RWQCB) imposed a strict build-
ing moratorium that virtually eliminated new housing in a large part of Los Osos. The basis for the
moratorium was that studies indicated the extensive use of septic tanks increased nitrates in ground-
water, which is the primary potable water source for the area. This fact influenced the RWQCB to
impose the moratorium on new construction.

Thus began a 28-year saga culminating with the completion of a community wastewater treatment
facility. The tortuous process involved study after study, delays, lawsuits, and political gymnastics, in-
cluding settling on a final treatment plant site after work had previously begun on a prior site. After
all this, the community wastewater treatment plant came online in 2013 and became fully opera-
tional as of April 2016. The plant is located on a 23.32-acre parcel behind the Los Osos Valley Memo-
rial Park Cemetery.
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SEWER ASSESSMENT DISTRICT

The original sewer assessment district was formed to fund the county’s proposed specific sewer
project with about $2,000,000 already paid by some property owners. The original “Community Plan”
anticipated that the cost per dwelling unit on a typical 10,000 square feet of land would be about
$38.75 per month.

After the Los Osos Community Services District (LOCSD) abandoned the county project, it formed a
new assessment district. The final project that was under construction as of August 2005 was going
to result in approximate sewer assessments of $200 per month ($2,400 per year) for a single-family
residence.

As of December 2016, the sewer hook-up fee was about $26,000, which could be paid in cash or am-
ortized and paid with the property tax bill.

WATER SUPPLY

Aside from the sewage treatment facilities issue, a second major factor affecting future growth and
development in Los Osos is the water supply. Past federal and state studies indicate that a ground-
water overdraft situation exists in Los Osos. However, these conclusions were disputed by the County
of San Luis Obispo Engineering Department, which concluded that a more equalized groundwater
pumping program would correct any perceived overdraft situations.

WATER MANAGEMENT PLAN*

The Water Management Plan was prepared at the request of the California Coastal Commission
(CCC) as a condition of the Coastal Development Permit for the Los Osos wastewater treatment
facilities. This is a detailed report that should be reviewed for a complete understanding of the
document. In summary, the report conclusions indicate that the groundwater basin was in overdraft.

Seawater intrusion is active in the heavily pumped lower aquifer; at the same time, the upper aquifer
has been underutilized by local water purveyors due to elevated nitrate concentrations.

The plan identifies various strategies aimed at balancing production between the upper and lower
aquifer zones mitigating seawater intrusion, as well as providing a sustainable water supply for the
community at build out; however, more recent projections under the plan include the need for 255
acre-feet per year (afy) of supplemental water at build out.

San Luis Obispo County may also implement an agricultural water exchange program to provide
more efficient groundwater usage.

The Los Osos Groundwater Basin was subject to a 2015 adjudication and is now subject to a complex
protracted evaluation/intervention period designed to prevent further seawater intrusion. This pro-
cess is monitored by the Los Osos Basin Plan Groundwater Monitoring Program, with oversight by
the California Department of Water Resources. The ultimate approval of water “will-serve letters” to
allow development of vacant parcels in Los Osos will be subject to CCC approvals. However, as of
2015, there was no projected schedule to provide water for development of vacant properties in the
community. This created substantial uncertainty regarding the outlook and timing for development
of vacant properties. The reader is referred to LOCP-DEIR Executive Summary, Table ES-2, addressing
the Water Supply (Page ES-50). It includes the directive that "Development is limited to the sus-

* Water Management Plan — Los Osos Valley Groundwater Basin, prepared for the Los Osos CSD by Cleath &
Associates, July 2005
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tainable capacity of the Groundwater Basin through the Growth Management Ordinance and addi-
tional review standards tied to the Basin Plan.”

WATER PURVEYORS

There are three primary water purveyors for the Community of Los Osos. These include the LOCSD,
S/T Water Company, and Golden State Water Company (formerly Cal-Cities Water Company). These
water service providers cover various geographic portions of the community. The county may
mandate greater cooperation, and more equalized pumping could help mitigate seawater intrusion
concerns.

It is notable that the County of San Luis Obispo has implemented a water meter priority list within
the Community of Los Osos. The subject property is not currently identified on this list.

ESTERO AREA PLAN UPDATE

The County General Plan segment covering Los Osos, known as the “Estero” Area Plan, began
process of being updated in 1994. A “final draft” in 1999 was essentially rewritten after extensive CCC
comments and input. The revised public review draft was published November 2002. After further
revisions and input from various parties and agencies, the revised final draft was approved by the
San Luis Obispo County Board of Supervisors in November 2004 and was submitted to the CCC staff
for review in January 2005.

After extensive reviews and modifications, the Final Estero Area Plan and Local Coastal Plan were
finally certified by the CCC in January 2009. This is a key step in the adoption of the Final Estero Area
Plan.

Los Osos COMMUNITY PLAN (LOCP)

Due to the protracted Estero Area Plan Update, which was bogged down by various issues involving
the Community of Los Osos, the LOCP was created as a separate planning area document. A Public
Review Draft was issued as of January 30, 2015. The LPCP Draft Environmental Impact Report
(Volume 1 EIR Analysis) was released July 2019. The plan was approved by the Board of Supervisors
on December 15, 2020, for submittal to the CCC. Until the CCC reviews and certifies the LOCP, the
document is subject to revision and is not considered to be in effect. It is notable that as of February
2022, the CCC banned Accessory Dwelling Units in Los Osos.

As previously described, it appears that at their upcoming June 2024 meeting, the CCC staff will
address the LOCP and recommend policies to allow 1% growth in the community. If enacted as
proposed, this policy change represents a significant shift to finally allow some level of development
in Los Osos.

The map on the following page shows proposed LOCP zoning changes. Reactions to the plan were
mixed, with many concerned that it does not address water sustainability issues sufficiently. The
LOCP extends the current building moratorium to the entire urban area, not just the sewer service
area, until two additional expansion wells are constructed by the Los Osos water purveyors, which are
intended to mitigate seawater intrusion. The wells are fully funded and expected to be completed
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within a few years. Exceptions to the moratorium would include accessory dwelling units; affordable
housing; conversion of second-story, commercial space to residential use; permits in progress when
the LOCP was adopted; and permits for parcels that already had water offset certificates when the
LOCP was adopted. These exceptions would still need to meet the water offset requirement of a 2:1
ratio of water savings.

Based on the anticipated results of the upcoming June 2024 CCC meeting, the community water
conditions will now allow limited development within Los Osos.

COMMUNITYWIDE HABITAT CONSERVATION PLAN (HCP)

Certain sites in Los Osos feature significant environmental issues, including habitat for Morro Bay
Kangaroo Rats, Morro Shoulderband Snails, Morro Manzanita, Monarch butterflies, and other species
that are all endangered.

Historically, proposed development projects seeking approvals in Los Osos were typically required to
provide various forms of mitigation or habitat conservation plans for these issues. Securing project
approval has historically been very difficult and time-consuming due to mitigation requirements.

A Communitywide HCP has been developed in support of the community sewer project, in coordina-
tion with the U.S. Fish & Wildlife Service. The Los Osos HCP is incorporated into the Los Osos Com-
munity Plan and, is expected to streamline the HCP process for new projects within the community.
This is summarized in the LOCP-DEIR Executive Summary, Table ES-2, addressing Biological Re-
sources (Pages ES-14 to ES-24).

COMMUNITY SUMMARY

The quiet, small-town characteristics of the South Bay make it an attractive area in which to live. This
community enjoys most of the necessary commercial and public services that are found along a
0.5%-mile stretch of Los Osos Valley Road and nearby streets, as well as along 2" Street in Baywood
Park.

The South Bay has traditionally appealed to a blend of students, retirees, and families. In addition, it
has historically been identified as a “bedroom” community of San Luis Obispo. Yet, with the influx of
new residents during the early to mid-1980s, the area grew considerably. Since 1988, development in
the community has been stalled. A certain amount of development was on the drawing board, with
developers previously anticipating sewer service by 2007 to 2008. With completion of the community
wastewater treatment plant in 2016, most of the Community of Los Osos has been connected to the
sewer system. Since then, potential projects have continued to be "on hold.” However, with comple-
tion of the community sewer/wastewater project, the LOCP Public Review Draft, and related docu-
ments, substantial progress has been made.

As detailed in a recent (May 22, 2024) article in the San Luis Obispo Tribune, at long last it appears
that at their upcoming June 2024 meeting the California Coastal Commission staff will address the
Los Osos Community Plan and recommend policies to allow 1% growth in the community, relaxing
the decades-long building moratorium in Los Osos. This is based on the most recent analysis of local
groundwater conditions, water-conserving practices, and possible supplemental community water.

It is also notable that as of 2024, the Los Osos Community Services District (LOCSD) is pursuing a
water pipeline spur that will connect with the Chorro Valley Pipeline to the northeast, which will
provide supplemental state water to the Community of Los Osos. As of 2024, this project is projected
to be completed within 4 to 5 years.
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The 1% growth rate provides for as many as 62 new homes in the community, based on the current
estimate of approximately 6,200 residential dwellings. However, building permits in the community
will likely be phased into reach the 1% growth rate over a period of time. Low-income/affordable
housing may also be added on a different schedule, with potentially as many as 400 units built over
the next 5 years.

It is notable that there has been a long-standing building permit waitlist in Los Osos, totaling over
230 applications dating as far back to 1990. At an estimated buildout of 60 units per year, the current
wait list reflects almost 4 years of building applications.

If enacted as proposed, this policy change represents a significant shift to finally allow some
development in Los Osos.

At this time, there is no clear schedule to provide water for development for all of the substantial
number of vacant properties in the community, including the undeveloped portions of the subject
Sunnyside Elementary School property. This creates significant uncertainty regarding the outlook and
timing for potential development/redevelopment on-site. However, as of May 2024, pending the
results of the upcoming California Coastal Commission meeting, the overall outlook appears to be
clearly improving.
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SITE DESCRIPTION

LOCATION
The subject property is located along the south line of Los Osos Valley Road, a bit west of Bayview
Heights Drive, and extends southerly up the hill.

SIZE AND SHAPE

Acreage

The estimated property size of 11.90 total acres is based on a review of San Luis Obispo County
Assessor’s parcel map. For the purposes of this report, the acreage cited on the assessor’s parcel map
is assumed to be correct; however, this is subject to revision based on an actual survey by a licensed
surveyor.

Shape
The subject property is generally angular in shape, with a “notch” out of the southeast corner.

TOPOGRAPHY
Overall, the subject property’s terrain is gently-sloping to terraced in character and slopes upward to
the south.

The southerly edge of the property includes the highest elevation of the site, comprising undeveloped
terrain with sandy soils and mostly grass and coastal scrub vegetation, totaling about 1.70 acres.

The center of the site is developed with buildings and paved, parking areas and driveways interspersed
with open grass and some asphalt-paved playgrounds. It is level with some gentle terraces. This area
totals about 8.00 acres.

The northerly portion of the site is a level terrace comprising ball fields and turf situated just above
Los Osos Valley Road. This area totals about 2.20 acres

SOILS

The latest published soil maps of the general area include the USDA NRCS Web Soil Survey/National
Cooperative Soil Survey. This portion of San Luis Obispo County is reported under the Land Capability
Classification System.

The map and tables following the Topographic Map summarize the soil classifications for the most
common soils found on the subject property. The acreage reflected in the grid may be slightly more
or less than the actual property size. The soil map, classification table, and analysis are meant as a
representation of the soils present on the subject and should not be relied on as an exact survey of
the subject soils.
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TOPOGRAPHIC MAP OF THE
SUNNYSIDE ELEMENTARY SCHOOL PROPERTY
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