


Ventura Appraisal Consulting Corporation

November 19, 2013

Mr. Sudhir Pardiwala, PE
Executive Vice President
Raftelis Financial Consultants, Inc.
201 S. Lake Avenue, Suite 301
Pasadena, CA 91101

Re:  City of Ventura
Determination of Fair Use Values
Water and Sewer Rights of Way

Dear Mr. Pardiwala:

This firm has been retained by your financial consulting firm to undertake an analysis of
certain rights of way utilized by the Ventura water and sewer systems in public streets
throughout the city of Ventura.  This is to assist in determination of the reasonable and
supportable use costs that would be attributable to these two public utilities which are considered
separate enterprise entities by the City of Ventura.

As part of our investigation we have consulted with Shana Epstein, the manager of the
Water and Sewer Departments and with Joe McDermott PE, Division Manager and Principal
Engineer of the Capital Improvements Design and Land Development Engineering Department
of the City of Ventura.  We have consulted the City’s General Plan and other resource
documents from the city.  Certain calculations for the repair, replacement and maintenance of
public streets in the city have also been reviewed.

Valuation Analysis and Problem:

This study is separated between the water system and the sewer system which, by law,
use separate rights of way.  These two pipeline systems are required to be separated by 10’ either
horizontally or vertically.  The pipelines can not share the same rights of way. As a result, each
system will be valued independently.

This firm has been provided the total length of both systems in lineal feet.  We have,
based on over 45 years of appraising numerous pipeline rights of way, determined that the
appropriate width of easements for buried pipelines is five feet (5’).  This allows for the width of
the trench plus adequate excess area to allow necessary service equipment.  It is then a simple
calculation to determine the total area and, consequently, the value of the easements utilized .
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In addition to the calculation of the value of easements rights within city streets,
calculation of the reasonable assessment of the contributory allocation by these two utilities to
the repair, maintenance and replacement of the city streets was made.  This analysis was
prepared by the City’s engineering department but was supplemented by input from this firm to
come to a contributory valuation for the street component of  the overall calculation of
reasonable rental for use of public streets within the city.  The final conclusion would the fair use
value for the utilization of public streets by these two public utilities.

Water System:

According to the Ventura Utility Atlas there are 380 miles of main water lines and 114
miles of lateral pipelines for a total of 494 miles of buried water pipelines in public streets.
This calculates to 2,608,320 lineal feet.  Utilizing a 5’ width as the reasonable width for these
water pipeline easements, the total surface area of the entire water distribution system is
13,041,600 square feet  or  299.4 acres.

In order to compute a value for the pipeline easements, this firm has considered the value
of the easement predicated on equating the street values as though they were part of undeveloped
lands that have had tentative track approval but without the actual offsite street improvements
constructed.  This is the same formula that the City of Ventura uses when determining the
developer’s contribution under its Quimby fee analysis.  Street rights of way are donated to the
City as a condition of approval. It is this firm’s opinion, based on our numerous appraisals both
for development and Quimby fee calculations that the fee value of streets, in their as is state with
only tentative tract approvals under the Subdivsion Map Act, is $5.00 per square foot  ($218,600
per acre).  Further, the value of an underground buried pipeline easement is generally considered
to be 10% of fee value.

This valuation analysis for water system pipeline easements can be shown as follows:

1) 13,041,600 sq. ft. @ $5.00/ sq.ft. = $65,208,000 for the fee value of the total easement
area

2) $65,208,000 @ 10% of fee value = $6,520,800 for the fair market value of the water
pipeline easements

To determine the fair rental value attributable to the above value calculation of the water pipeline
easements, this firm is relying on the fair market rates of return for vacant land in theVentura
area which have ranged from approximately 5% to 8% per annum.  For this study, we are using a
5% per annum for the rate of return that the City could reasonably expect as proposed pipeline
easement the total area of the easement is 10,929,600 square feet or 250.9 acres.  Three feet is
necessary for the actual trench in which the pipeline is laid, but the five foot wide easement
allows a small additional area on either side of the trench for access for equipment.
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Utilizing the same analysis that this firm used above for the water system, that is, $5.00
per square foot for the value of the street in it tentative tract approval condition similar to the
Quimby fee valuation process, the following valuation of the sewer easement can be made;

1) 10,929,600 square feet @ $5.00 per sq.ft. = $54,648,000  fee value of easement area
2) $54,648,000 @ 10% of fee value = $5,464,800 fair market value of the sewer pipeline

easement

To determine the fair rental value of the easement area for the sewer system, this firm will
utilize the same 5% rate of return that was used for the water utility analysis above.  This results
in the following calculation for annual fair rental value of these easements;

$5,464,800 fair market value of easements @ 5% per annum = $273,500 (r)  annual rental
for use of easements in public streets for the sewer system facilities.

The second aspect of the sewer easements in the city streets is the necessity for
contribution for the repairs, maintenance and replacement for use of the public streets.  Once
again this firm is relying on the analysis provided by the City engineer, however, we are utilizing
the width of 5’ for the sewer easements.  In addition, the City’s engineering staff has determined
that due to higher standards and deeper depths of the sewer system, the costs of repaving the
streets runs slightly higher that water pipeline repairs.

Based on the length of the sewer pipelines, but utilizing the same standards for street
replacement and width of streets, the proportionate costs for pavement replacement of the main
sewer lines is determined to be:  main lines - $236,700 per year;  for lateral lines - $25,700  per
year and street repairs for estimated 15 street cuts a year for repairs and replacement of sewer
lines or $2,250 per year.

This totals $264,500 for the contributory value to street pavement replacement and/or
repairs attributable to the sewer system.  The total annual fair rental value for the Ventura Sewer
system for use of the public streets rights of way is:

FIVE HUNDRED THIRTY EIGHT THOUSAND DOLLARS

($538,000 per annum rental)
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In summary, it is this firm’s opinion that the fair use and rental value for each of the following
utilities for use of the City of Ventura’s streets is:

Water System - $550,500 per year

Sewer System - $538,000 per year

It must be noted that this is not a complete real estate appraisal but is an economic study
of an appropriate basis for the use of public streets by these two utilities.  It is an analysis that is
suited to the needs of the client for purposes of a reasonable basis for adjustment for the use of
public streets.

If, after review of this report, you wish to discuss it in more detail, we would be available
to do so.  Thank you for this opportunity to be of service to the City of Ventura once again.

Sincerely yours,

VENTURA APPRAISAL
CONSULTING CORPORATION

Lindsay F. Nielson, SCREA
President

William U. Arnold, SCREA
Appraiser

LFN/WUA:me
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