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KIRTON MCCONKIE
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Telephone: 801-328-3600
Facsimile: 801-212-2013
Email: rmabey@kmclaw.com
amaudsley@kmclaw.com
Counsel for iBorrow, L.P.

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF UTAH, CENTRAL DIVISION

In re:
Bankruptcy No. 18-25208-RKM
The Falls at Elk Grove, LLC,
Chapter 11
Debtor.

MOTION FOR RELIEF FROM STAY WITH IMPOSITION OF BAR ON
REFILING OR, IN THE ALTERNATIVE, MOTION TO DISMISS
CHAPTER 11 CASE WITH PREJUDICE, AND MEMORANDUM IN SUPPORT
The Falls at Elk Grove, LLC (“Debtor”) acquired title to its only asset from an affiliate and
sought chapter 11 protection that same day in Sacramento, California to prevent an imminent
foreclosure sale. That initial chapter 11 case filed in California was dismissed on the motion of
secured creditor iBorrow, L.P. (“iBorrow”). The Debtor then proceeded to file this chapter 11 case
only a few business days later. This chapter 11 case serves no legitimate purpose other than to
further delay and frustrate iBorrow’s efforts to recover and protect its collateral.
Secured creditor iBorrow, through undersigned counsel, moves the Court for entry of an
order (i) pursuant to Section 362 of the Bankruptcy Code and Rules 4001 and 9014 of the Federal
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Rules of Bankruptcy Procedure, granting iBorrow relief from the automatic stay to resume the
recovery and foreclosure of the Property (as defined below), to exercise rights and remedies under
the Loan Documents (as defined below) and applicable state law, based upon findings that Debtor
and the estate lack equity in the Property and that the Property is not necessary to an effective
reorganization or, alternatively, that cause exists for relief from the automatic stay, and for
imposition of a bar on re-filing and for waiver of the 14-day stay period under Rule 4001(a)(3) of
the Federal Rules of Bankruptcy Procedure, or, in the alternative, (ii) dismissing the Debtor’s
chapter 11 case with prejudice.
BACKGROUND
A.

The Loan Transaction

1.

In July 2014, EFalls Properties Elk Grove CA LLC (“EFalls”) and The Falls at St.

George, LLC (“Falls St. George” and together with EFalls, the “Borrower”) executed, among other
documents, (i) a Promissory Note Secured by Deed of Trust in favor of Eagle Group Finance, L.P.,
a California limited partnership (“Eagle Finance”), in the principal amount of $6,175,000.00 (the
“Note”); and (ii) a Construction Deed of Trust, Security Agreement, Assignment of Rents and
Leases, and Fixture Filing against the real property located at 8280 / 8290 Elk Grove Blvd., Elk
Grove, CA 95828 and associated personal property (the “Property”) recorded in Sacramento
County on July 7, 2014 (Book 2014, Page 714) (the “iBorrow DOT” and collectively with other
related documents, the “Loan Documents”). The Note is attached to as Exhibit 1. The iBorrow
DOT is attached as Exhibit 2.
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Eagle Finance is now known as iBorrow, L.P. pursuant to the certificate filed with

the California Secretary of State on January 25, 2016. Therefore, all further references herein and
in the Loan Documents to Eagle Finance shall mean iBorrow.
3.

Pursuant to the Loan Documents, the Borrower borrowed $6.175 million from

iBorrow with an original maturity date of July 3, 2016 related to the Property.
4.

The Borrower’s obligations under the Loan Documents are secured by (i) the

iBorrow DOT against the Property, (ii) junior lien granted by EFalls Properties Fresno CA, LLC
against certain real property parcels located in Fresno County, CA (identified as APN: 507-350-29
and APN: 507-350-26 and 507-350-27), and (iii) junior lien granted by The Falls at St. George,
LLC against certain real property parcels located in Washington County, Utah (identified as tax
parcel nos. SG-WPP-3 and SG-WPP-6), and are also guaranteed by Steven L. Down, pursuant to a
Guaranty of Recourse Obligations (the “Down Guaranty”).1
5.

The Note has matured.

6.

The Borrower defaulted under the Loan Documents by, among other things, failing

to make timely payments when due and by failing to pay its obligations under the Note at maturity.
B.

The Foreclosure Process and California Chapter 11 Case

7.

A Notice of Default relating to the Property was recorded in Sacramento County,

California on February 2, 2018.

1 Movant reserves all of its rights and claims against Mr. Down regarding his guaranty of the obligations under the
Loan Documents and the Down Guaranty.
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As of July 16, 2018, the total payoff amount due under the Loan Documents was

not less than $9,108,617.2 Per diem interest of $4,116.67 (approximately $123,500 per month)
continues to accrue. A copy of the itemized payoff is attached hereto as Exhibit 3.
9.

A foreclosure sale was scheduled for May 31, 2018.

10.

To stop the foreclosure sale, the Debtor sought chapter 11 protection in Sacramento,

California on May 30, 2018 (chapter 11 case no. 18-23387-D-11) (the “California Chapter 11
Case”).
11.

The Debtor acquired its interest in the Property, without iBorrow’s consent, on the

petition date of the California Chapter 11 Case. A certified copy of the Grant Deed to the Debtor
is attached as Exhibit 4.
12.

This transfer of the Property was made by EFalls, an affiliate of the Debtor, in

violation of the Loan Documents. See iBorrow DOT ¶ 13(a) (prohibiting transfer of any interest in
the Property).
13.

The Debtor’s Schedules filed in the California Chapter 11 Case state that the

Debtor’s parent company—The Falls Event Center—holds an unexpired lease for the Property.
See Schedule G (Schedules attached as Exhibit 5). iBorrow did not consent to the Debtor’s
assignment of the Borrower’s interest in the lease to the Debtor, which also constitutes a violation
of the Loan Documents.

2 The Debtor contended in the California Chapter 11 Case (defined below) to have acquired interests in the Property
in 2016 in violation of the Loan Documents. Movant reserves the right to assert additional default interest and other
charges in accordance with the Loan Documents relating to any such unauthorized transfer.
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The Debtor’s parent company—The Falls Event Center—is identified on the

Debtor’s Schedule D in the California Chapter 11 Case as holding a secured interest in the
Property pursuant to a Deed of Trust in an unknown amount (the “Falls DOT”). See Schedule D
(Schedules attached as Exhibit 5). iBorrow did not consent to the Falls DOT. This encumbrance
constitutes a violation and breach of the iBorrow DOT, which prohibited encumbrance of the
Property without iBorrow’s consent. See iBorrow DOT ¶ 13(a) (prohibiting any encumbrance on
the Property other than the liens or encumbrances benefiting iBorrow unless expressly permitted
by the Loan Documents).
15.

Other than iBorrow and the The Falls Event Center (the Debtor’s parent company),

the only creditor identified in the Debtor’s Schedules filed in the California Chapter 11 Case is
Sacramento County for unpaid real property taxes on the Property. See Schedules attached as
Exhibit 5.
16.

The Debtor’s Schedule B filed in the California Chapter 11 Case states that the

Debtor holds $0.00 in cash, financial assets, accounts, or other personal property. See Schedule B
(Schedules attached as Exhibit 5).
17.

The California Chapter 11 Case was dismissed on July 11, 2018. A copy of the

California Bankruptcy Court’s minute entry regarding the dismissal order is attached hereto as
Exhibit 6.
C.

The Utah Chapter 11 Case

18.

The Debtor filed a voluntary chapter 11 bankruptcy petition in Utah Bankruptcy

Court on July 16, 2018 (the “Petition Date”).
19.

To date, no substantive filings have been made in this case.
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The Falls Event Center, LLC (the Debtor’s parent company) sought chapter 11

protection in Utah Bankruptcy Court on July 11, 2018 (Case No. 18-25208).3
D.

Property Value

21.

iBorrow obtained an appraisal of the Property dated July 27, 2018 (the

“Appraisal”). A copy of the Appraisal is attached hereto as Exhibit 7.
22.

The Appraisal reflects an “as is” market value of the Property as of July 18, 2018 of

$6,400,000.
23.

The appraiser maintains that the highest and best use of the Property is not as an

event center.
RELIEF REQUESTED
Pursuant to section 362 of the Bankruptcy Code and accompanying and applicable rules of
the Federal Rules of Bankruptcy Procedure, iBorrow requests that the Court enter an order
granting iBorrow relief from the automatic stay to exercise its rights and remedies under the Loan
Documents and applicable state law to complete the foreclosure sale of the Property, finding that
Debtor lacks equity in the Property and that the Property is not necessary to an effective
reorganization or, alternatively, finding that cause exists for relief from the automatic stay and
waiving the 14-day stay period under Rule 4001(a)(3) of the Federal Rules of Bankruptcy
Procedure and imposing a bar on re-filing.

3 iBorrow intends to file a motion in the parent company seeking relief from the automatic stay. The parent company
asserts a junior lien on the Property.
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In the alternative, pursuant to sections 1112, 349, and 105 of the Bankruptcy Code and
accompanying and applicable rules of the Federal Rules of Bankruptcy Procedure, iBorrow
requests that the Court enter an order dismissing the Debtor’s chapter 11 case with prejudice.
ARGUMENT AND AUTHORITIES
A.

Relief from the Automatic Stay is Warranted.

iBorrow submits that it is entitled to relief from the automatic stay on one or more grounds
under Section 362 of the Bankruptcy Code.
1.

Requirements under Section 362(d)(4) for Relief from the Automatic Stay Are

Satisfied. Section 362(d)(4) of the Bankruptcy Code provides in relevant part that “[o]n request of
a party in interest and after notice and a hearing, the court shall grant relief from the stay … with
respect to a stay of an act against real property under subsection (a), by a creditor whose claim is
secured by an interest in such real property, if the court finds that the filing of the petition was part
of a scheme to delay, hinder, or defraud creditors that involved either—(A) transfer of all or part
ownership of, or other interest in, such real property without the consent of the secured creditor or
court approval; or (B) multiple bankruptcy filings affecting such real property.” Section 362(d)(4)
further provides that “[i]f recorded in compliance with applicable State laws governing notices of
interests or liens in real property, an order entered under paragraph (4) shall be binding in any
other case under this title purporting to affect such real property filed not later than 2 years after
the date of the entry of such order by the court[.]”
To obtain in rem relief under section 362(d)(4), “the court must find that (1) the debtor’s
bankruptcy filing was part of a scheme; (2) the scheme was intended to delay, hinder, or defraud
the creditor; and (3) the scheme involved either (a) the transfer of some interest in the real property
-74852-4172-8622
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without obtaining approval from the court or the secured creditor; or (b) multiple bankruptcy
filings affecting the real property.” In re Tejal Inv., LLC, No. 12-28606, 2012 WL 6186159, *5
(Bankr. D. Utah Dec. 12, 2012). Tejal noted the Ninth Circuit’s definition of “scheme” as “a plan
or design or ‘artful plot.’” Tejal at *6 (noting that scheme can include filing a petition days before
foreclosure sale).
Courts consider different factors to determine intent to delay, hinder, or defraud, including:
(i) number of bankruptcy filings; (ii) their frequency; (iii) the time elapsed between filings;
(iv) whether the filings were dismissed, and for what reasons; (v) whether the evidence suggests
the debtor had a legitimate belief that it could reorganize in such cases; (vi) the strategic timing of
the cases, especially in relation to creditor collection efforts such as foreclosure; and (vii) any
changes in circumstances between the various cases. See In re Khurana, Case No. 15-20205, 2015
WL 4464508, at *9 (Bankr. D. Idaho July 21, 2015); Tejal Inv. at *7 (circumstances to consider
include no change in amount of claims and business operations remain unchanged). Importantly,
“under the express terms of Section 362(d)(4), the secured creditor need not show that it had some
additional right to oppose transfer,” such as a violation of the loan documents or lack of a court
order. In re Dorsey, 476 B.R. 261, 269 (Bankr. C.D. Ca. 2012). As for multiple filings affecting
the real property under Section 362(d)(4)(B), one prior filing seems to be sufficient. See Tejal Inv.
at *7 (noting that debtor had one prior filing); In re JCP Properties, Ltd., 540 B.R. 596, 620
(Bankr. S.D. Tex. 2015) (granting relief from stay under 362(d)(4) when debtor used second filing
to stall foreclosure efforts).
Here, iBorrow is unquestionably a secured creditor whose claim is secured by the iBorrow
DOT on the Property. The Debtor acquired title to the Property on the same date the California
-84852-4172-8622
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Chapter 11 Case was filed without iBorrow’s consent. The only operative issue this Court needs to
determine is whether that transfer by an affiliate of the Debtor was made as part of a scheme to
delay, hinder, or defraud creditors. As demonstrated by the facts above, iBorrow submits that is
exactly what the Debtor did in this case. iBorrow’s foreclosure sale was scheduled for the next
day after the petition date in the California Chapter 11 Case. The Debtor unquestionably acquired
title and filed its first chapter 11 case on the eve of foreclosure to take advantage of the automatic
stay as a delay tactic, preventing iBorrow (or an overbidder) from acquiring the Property, as
iBorrow is entitled to do under applicable non-bankruptcy law. iBorrow only learned of the
alleged transfer on the eve of the first bankruptcy filing from Debtor’s bankruptcy counsel. The
Debtor’s Schedules in the California Chapter 11 Case show that the Debtor or its affiliate
encumbered the Property with a junior deed of trust in favor of its parent company Falls EC in
violation of the Loan Documents without iBorrow’s knowledge or consent. iBorrow sought and
obtained dismissal of the California Chapter 11 Case.
A few business days later, the Debtor filed chapter 11 bankruptcy again. The Debtor filed
the California Chapter 11 Case—and given the lack of substantive filings to date, this case as
well—with no employees, no money, and no strategy in place, aside from preventing iBorrow
from continuing to exercise its rights as a secured creditor under applicable non-bankruptcy law,
which proceedings were commenced prepetition. According to the California Chapter 11 Case
Filings, the Debtor lacks the basic funds to preserve and protect the Property (including the
payment of property taxes which are past due and continue to accrue interest and/or penalties).
There is no reasonable prospect of the Debtor paying the interest which accrues at approximately
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$123,500 per month given that the Debtor has $0.00 in funds, let alone any prospect of
reorganization or adequate protection of iBorrow’s interests.
To the extent the Debtor relies on its parent company—The Falls Event Center—that entity
cannot be relied upon to reorganize the Debtor as the parent company appears to be operating at a
loss and is the subject of an ongoing SEC investigation and complaint. The Debtor filed its
bankruptcy case with no non-insider creditors other than iBorrow and the secured claim of
Sacramento County for unpaid property taxes (in essence, a two-party dispute), to improperly
frustrate iBorrow’s exercise of its foreclosure rights and remedies and not to properly rehabilitate a
debtor. Finally, not only does the Debtor lack the means and good faith necessary to a proper
reorganization, the Debtor does not have any equity in the Property. As demonstrated by the
appraisal, the fair market value of the Property is substantially less than the amount owed to
iBorrow. Therefore, the Debtor does not have any interest at stake and the risks and harm
attendant to further delay are all on iBorrow. The Debtor is merely using this case as a delay tactic
to hinder, delay or defraud iBorrow from exercise of its remedies.
2.

“Cause” Exists for Relief from the Automatic Stay under Section 362(d)(1).

Section 362(d) of the Bankruptcy Code provides in relevant part: “On request of a party in interest
and after notice and a hearing, the court shall grant relief from the stay provided under subsection
(a) of this section, such as by terminating, annulling, modifying, or conditioning such stay—(1) for
cause, including the lack of adequate protection of an interest in property of such party in interest.”
11 U.S.C. § 362(d)(1) (2013). Courts have routinely recognized that “cause” is not limited to lack
of adequate protection. “Cause” includes instances where the debtor commenced the case in bad
faith. See, e.g., J E Livestock, Inc. v. Wells Fargo Bank (In re J E Livestock, Inc.), 375 B.R. 892,
- 10 4852-4172-8622
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897 (B.A.P. 10th Cir. 2007) (noting that “[a]mong the factors to be considered in determining
whether the automatic stay should be modified for cause are the good or bad faith of the debtor and
the injury to the movant if the stay is not modified”); Vessa v. Community First Nat’l Bank of
Vgillette (In re Vessa), Case No. WY-04-012, 2004 Bankr. LEXIS 1755, at *13 (B.A.P. 10th Cir.
Nov. 18, 2004) (“‘Cause’ for modifying or terminating the automatic stay has, therefore, been
found to exist when a case is filed in bad faith. Bad faith and, thus, ‘cause’ may exist when a
debtor has acted improperly in some way toward the movant-creditor during the prepetition period
and when a petition is filed to thwart foreclosure efforts.”). Cause may also exist where the
creditor’s access to its collateral is delayed. Debtor received transfer of the Property and filed
bankruptcy in California just before foreclosure of the Property was to be completed.

As

explained above, the Debtor filed this case with no non-insider creditors other than iBorrow and
property taxes, no employees, no money, and no strategy in place, aside from preventing iBorrow
from continuing to exercise its rights as a secured creditor under applicable non-bankruptcy law.
The Debtor lacks the basic funds to preserve and protect the Property (including the payment of
property taxes which are past due and continue to accrue interest and/or penalties). iBorrow
submits that Debtor filed the California Chapter 11 Case and now this case, which was filed just a
few business days after the California Chapter 11 Case was dismissed, solely to halt the
foreclosure sale and delay iBorrow’s access to its collateral. Such bad faith on the part of Debtor
can and should constitute cause for relief from the automatic stay as to the Property in favor of
iBorrow.
3.

Requirements of Section 362(d)(2) for Relief from the Automatic Stay are Satisfied.

Section 362(d)(2) of the Bankruptcy Code provides that a party in interest is entitled to relief from
- 11 4852-4172-8622
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the automatic stay if “the debtor does not have an equity in such property” and “such property is
not necessary to an effective reorganization.” 11 U.S.C. § 362(d)(2) (2013). Under the first
element, Debtor lacks equity in the Property. The “as is” market value of the Property (as of
July 18, 2018) is $6,400,000 million. The debt owing to iBorrow for which the Property is
security is $9,108,617 as of the Petition Date (July 16, 2018).
Under the second element, the Property is not necessary for an effective reorganization.
Debtor was unable to cure the default on the loan and the Note has matured. The Debtor has not
come forward with a funding source or arrangement to pay off iBorrow. The Debtor has no ability
to reorganize and arguably nothing to reorganize. iBorrow submits that the requirements of
Section 362(d)(2) have been met and that relief from the automatic stay as to the Property is
warranted.
4.

Waiver of 14-day Stay Period under Rule 4001(a)(3). Rule 4001(a)(3) of the

Federal Rules of Bankruptcy Procedure provides: “An order granting a motion for relief from an
automatic stay made in accordance with Rule 4001(a)(1) is stayed until the expiration of 14 days
after the entry of the order, unless the court orders otherwise.” Given Debtor’s delay tactics,
iBorrow submits that further delaying its access to its collateral does not serve the purposes of
Rule 4001(a)(3). iBorrow submits that immediate access to its collateral and waiver of the 14-day
stay period is warranted in this instance.
B.

Dismissal of This Chapter 11 Case as a Bad Faith Filing

Section 1112(b) of the Bankruptcy Code provides in relevant part that “on request of a
party in interest, and after notice and a hearing, the court shall convert a case under this chapter to
a case under chapter 7 or dismiss a case under this chapter, whichever is in the best interests of
- 12 4852-4172-8622
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creditors and the estate, for cause, unless the court determines that the appointment under section
1104(a) of a trustee or an examiner is in the best interests of creditors and the estate.”4
11 U.S.C. § 1112(b) (2015).

Section 1112(b)(4) includes a non-exhaustive list of bases

constituting “cause” for dismissal. See 11 U.S.C. § 1112(b)(4) (2015). In addition to those
express bases, the bankruptcy court may dismiss a chapter 11 case for lack of good faith. See 7
COLLIER ON BANKRUPTCY ¶ 1112.07, at 1112-48 (Resnick & Sommer eds., 16th ed. 2015). The
bankruptcy court “may dismiss any case for lack of good faith in order to prevent abuse of the
chapter 11 process or in response to misconduct that is incompatible with the functioning of the
bankruptcy system.” 7 COLLIER ON BANKRUPTCY ¶ 1112.07[1], at 1112-48 (citing, inter alia,
Carolin Corp. v. Miller, 886 F.2d 693, 702 (4th Cir. 1989)). The good faith standard considers the
“subjective intentions” of the debtor and is most often based on “circumstantial evidence”
inasmuch as the debtor is not usually apt to admit its own bad faith.

See 7 COLLIER ON

BANKRUPTCY ¶ 1112.07[1], at 1112-49; see also Laguna Assocs. Ltd. P’ship v. Aetna Casualty &
Sur. Co. (In re Laguna Assocs. Ltd. P’ship), 30 F.3d 734, 738 (6th Cir. 1994) (listing factors of bad
faith chapter 11 filing).
In Udall & Lawrence v. FDIC (In re Nursery Land Dev., Inc.), 91 F.3d 1414 (10th Cir.
1996), the appellate court upheld the bankruptcy court’s decision (and the Utah federal district
court’s affirmance) to dismiss the single-asset real estate debtor’s bankruptcy filing as having been
in bad faith and to award sanctions to the creditor in the amount of its attorney’s fees and
4 The Debtor has not yet filed Schedules and Statements; as such, it is not clear how many other legitimate creditors
the Debtor has and what amounts, if any, they are owed. The filings made in the California Chapter 11 Case suggest
that the Debtor has no non-insider creditors other than iBorrow and the California property tax authority. iBorrow
seeks dismissal to recover its collateral, which is the only asset of the Debtor.

- 13 4852-4172-8622
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expenses. The FDIC held a judgment against a parcel of real property. On the eve of foreclosure,
the debtor acquired the parcel by quitclaim deed for no consideration under a promissory note with
unspecified terms. The debtor filed bankruptcy later that same day using a handwritten petition
prepared by an attorney. The imposition of the automatic stay halted the foreclosure sale. See In
re Nursery Land Dev., 91 F.3d at 1415. The bankruptcy court found in relevant part:
From all of these facts the Court concludes this is a classic case of bad faith filing
[of] a Chapter 11 petition…. I find that the petition was filed solely to frustrate the
legitimate efforts of a legitimate creditor to enforce his rights, to stay the
foreclosure sale by the FDIC. I find that there was no realistic possibility of an
effective reorganization at the time of the filing.
In re Nursery Land Dev., 91 F.3d at 1415.
Concluding that “the specific purpose of the filing was to frustrate the FDIC’s efforts to
foreclose on the property,” the bankruptcy court pointed to “numerous indicia that constitute
classic badges of a bad faith bankruptcy filing”: the debtor (1) has only one asset; (2) has only one
creditor; (3) acquired property which was posted for foreclosure and the prior owners had been
unsuccessful in defending against the foreclosure; (4) was revitalized on the eve of foreclosure to
acquire the insolvent property; (5) has no ongoing business or employees; (6) lacks a reasonable
possibility of reorganization; and (7) the chapter 11 filing stopped the foreclosure. See In re
Nursery Land Dev., 91 F.3d at 1416. See generally In re Platte River Bottom, LLC, No. 13-13098,
2016 WL 241464, at *9 (Bankr. D. Colo. Jan. 19, 2016) (citing Nursery Land Dev., Inc. factors to
consider in determining bad faith filing under section 1112(b) in single asset case); In re H.T.
Pueblo Properties, LLC, No. 11-24718, 2011 WL 6962754, at *4 (Bankr. D. Colo. Dec. 30, 2011)
(same). Cf. In re George Love Farming, LC, 366 B.R. 170, 178 (Bankr. Utah 2007) (Thurman, J.)

- 14 4852-4172-8622
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(in addition to considering Nursery factors, the court evaluated bad faith on totality of the
circumstances to prevent a chapter 7 business debtor from converting to chapter 11).
The Debtor’s case is akin to the Nursery Land Development case. Here, the Debtor
received transfer of the Property on May 30, 2018 (the petition date of the California Chapter 11
Case), just one business day before the scheduled foreclosure sale of the Property. The sole
purpose of the California Chapter 11 Case appears to have been to halt that foreclosure sale and
delay iBorrow’s access to its collateral. Just a few business days after dismissal of the California
Chapter 11 Case, Debtor filed this case, patently with similar motives and tactics to halt the
foreclosure sale and to delay iBorrow’s access to its collateral. While a bankruptcy filing is not
per se prohibited in such a situation, the Debtor’s actions of failing to pay the Note, violating
covenants and provisions of the Loan Documents several times, and repeatedly seeking extra time
over the last several months to no avail, suggest that this chapter 11 filing does not carry a
legitimate purpose. Debtor has no prospect or possibility of reorganizing, because there is nothing
to reorganize, and, to date, Debtor has been unable to demonstrate a funding source or other means
to effectuate a reorganization. Based on these facts and the binding precedent of Nursery Land
Development, Debtor’s chapter 11 filing was patently in bad faith. Under section 1112, dismissal
of Debtor’s case is warranted.
WHEREFORE, for the reasons set forth herein, iBorrow requests that the Court enter an
order (i) granting iBorrow relief from the automatic stay to pursue its rights and remedies under
the Loan Documents and applicable state law, and for waiver of the 14-day stay period, or,
alternatively, (i) dismissing the Debtor’s chapter 11 case with prejudice, and granting iBorrow
such other and further relief as is just and equitable.
- 15 4852-4172-8622
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DATED this 2nd day of August, 2018.
KIRTON MCCONKIE
By:

/s/ Adelaide Maudsley
Ralph R. Mabey (#2036)
Adelaide Maudsley (#8791)
50 East South Temple, Suite 400
Salt Lake City, UT 84111
Telephone: 801-328-3600
Email: rmabey@kmclaw.com
amaudsley@kmclaw.com

Counsel for iBorrow, L.P.
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CERTIFICATE OF SERVICE
The undersigned hereby certifies that a true and correct copy of the foregoing was served
on this 2nd day of August, 2018, (i) by first class US Mail, postage prepaid, to each party listed on
the attached mailing matrix, and (ii) by CM/ECF noticing to each of the following:
•
•
•

Laurie A. Cayton tr laurie.cayton@usdoj.gov,
James.Gee@usdoj.gov;Lindsey.Huston@usdoj.gov;Suzanne.Verhaal@usdoj.gov
Elaine A. Monson emonson@rqn.com, docket@rqn.com;pbrown@rqn.com
United States Trustee USTPRegion19.SK.ECF@usdoj.gov

/s/ Torri Slaughter, Legal Assistant

- 17 4852-4172-8622

Case 18-25208

Doc 11

Filed 08/02/18 Entered 08/02/18 11:51:40
Document
Page 18 of 187

Desc Main

MAILING MATRIX dated July 30, 2018
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Salt Lake City
Mon Jul 30 11:22:54 MDT 2018
Laurie A. Cayton tr
US Trustees Office
Washington Federal Bank Building
405 South Main Street
Suite 300
Salt Lake City, UT 84111-3402
Franchise Tax Board
Bankruptcy Sectoin, MS: A-340
P.O. Box 2952
Sacramento, CA 95812-2952
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California Dept.
Tax & Fee Admin
Document
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of
187
iBorrow
Account Information Group, MIC: 29
12100 Wilshire Blvd., Suite 520
Los Angeles, CA 90025-7129

P.O. Box 942879
Sacramento, CA 94279-0029

Eagle Group Finance, L.P.
12100 Wilshire Blvd., Suite 520
Los Angeles, CA 90025-7129

Fidelity National Title Company
1101 Investment Blvd., Suite 170
El Dorado Hills, CA 95762-5746

Glenn D. Taxman
Much Shelist
2 Park Plaza, Suite 1075
Irvine, CA 92614-8587

Internal Revenue Service
P.O. Box 7346
Philadelphia, PA 19101-7346

Elaine A. Monson
Ray Quinney & Nebeker
36 South State Street
14th Floor
P.O. Box 45385
Salt Lake City, UT 84145-0385
The Falls at Elk Grove, LLC
9067 South 1300 West
Suite 301
West Jordan, UT 84088-5582

Sacramento County Tax Collector
P.O. Box 508
Sacramento, CA 95812-0508

The Falls Event Center LLC
9067 South 1300 West, Suite 301
West Jordan, UT 84088-5582

The Falls at St. George, LLC
9067 South 1300 West, Suite 301
West Jordan, UT 84088-5582

United States Trustee
Washington Federal Bank Bldg.
405 South Main Street
Suite 300
Salt Lake City, UT 84111-3402

eFalls Properties Fresno CA, LLC
9067 South 1300 West, Suite 301
West Jordan, UT 84088-5582

End of Label Matrix
Mailable recipients
Bypassed recipients
Total

15
0
15
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[Promissory Note]
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[Deed of Trust]
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Exhibit 3
[Itemized Payoff]

4852-4172-8622

Borrower: Elk Grove, LLC

6,175,000.00
2,070,168.36
617,500.00
207,016.84
15,755.10
15,177.01
8,000.00
9,108,617.31
4,116.67

Closing Date:
Maturity Date:

7/3/2014
7/3/2017

iBorrow, L.P.
12100 Wilshire Blvd., Ste. 510
Los Angeles, CA 90025

Mail

Brian Good, CEO

Banc of California
10100 Santa Monica Blvd., Ste. 2500, Los Angeles, CA 90067
122243774
iBorrow, L.P.
12100 Wilshire Blvd., Ste. 510, Los Angeles, CA 90025
11029105
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Certified By:
iBorrow, L.P.

Beneficiary Bank:
Bank Address:
Routing/ABA:
Beneficiary:
Beneficiary Address:
Account Number:

Wire

Doc 11

Payoff funds must be made payable via wire or certified funds, with reference to loan no., as follows:

$
$
$
$
$
$
$
$
$

Loan Number: Elk Grove

Principal Balance Due
Additional Interest Due
Default Fee on Principal (10%)
Default Fee on unpaid Interest (10%)
Lender Legal Fees
Estimated Forclosure Fees/costs
Appraisal Fee
Total Payoff Amount as of 07-16-18
I/O Due per additional Day

Payoff Demand

12100 Wilshire Blvd., Ste 510
Los Angeles, CA 90025

Case 18-25208
Desc Main

Month

08/01/14 Jul-14
29
09/01/14 Aug-14
31
10/01/14 Sep-14
30
11/01/14 Oct-14
31
12/01/14 Nov-14
30
01/01/15 Dec-14
31
02/01/15 Jan-15
31
03/01/15 Feb-15
28
04/01/15 Mar-15
31
05/01/15 Apr-15
30
06/01/15 May-15
31
07/01/15 Jun-15
30
08/01/15 Jul-15
31
09/01/15 Aug-15
31
10/01/15 Sep-15
30
11/01/15 Oct-15
31
12/01/15 Nov-15
30
01/01/16 Dec-15
31
02/01/16 Jan-16
31
03/01/16 Feb-16
29
04/01/16 Mar-16
31
05/01/16 Apr-16
30
06/01/16 May-16
31
07/01/16 Exstension Fee
07/01/16 Jun-16
30
Loan In Default as of 7/1/16
08/01/16 Jul-16
31
09/01/16 Aug-16
31
10/01/16 Sep-16
30
11/01/16 Oct-16
31
12/01/16 Nov-16
30
01/01/17 Dec-16
31
02/01/17 Jan-17
31
03/01/17 Feb-17
28
04/01/17 Mar-17
31
05/01/17 Apr-17
30

Due Date
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
12.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%

$6,175,000.00

$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00

$6,175,000.00
12.00%
24.00%
Interest Rate

$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00

Principal Loan Amount:
Interest Rate:
Default Rate:
Days
Loan Outstanding

360
360
360
360
360
360
360
360
360
360

$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
127,616.67
127,616.67
123,500.00
127,616.67
123,500.00
127,616.67
127,616.67
115,266.67
127,616.67
123,500.00

59,691.67
63,808.33
61,750.00
63,808.33
61,750.00
63,808.33
63,808.33
57,633.33
63,808.33
61,750.00
63,808.33
61,750.00
63,808.33
63,808.33
61,750.00
63,808.33
61,750.00
63,808.33
63,808.33
59,691.67
63,808.33
61,750.00
63,808.33
61,750.00
61,750.00

Amount Due

$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64

59,691.67
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
61,750.00
62,607.64

Amount Rec-d

$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
65,009.03
65,009.03
60,892.36
65,009.03
60,892.36
65,009.03
65,009.03
52,659.03
65,009.03
60,892.36

1,200.69
(857.64)
1,200.69
(857.64)
1,200.69
1,200.69
(4,974.31)
1,200.69
(857.64)
1,200.69
(857.64)
1,200.69
1,200.69
(857.64)
1,200.69
(857.64)
1,200.69
1,200.69
(2,915.97)
1,200.69
(857.64)
1,200.69
(857.64)

Difference

$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,200.69
343.05
1,543.74
686.10
1,886.79
3,087.48
(1,886.83)
(686.14)
(1,543.78)
(343.09)
(1,200.73)
(0.04)
1,200.65
343.01
1,543.70
686.06
1,886.75
3,087.44
171.47
1,372.16
514.52
1,715.21
1,715.21
857.57
#REF!
65,866.60
130,875.63
191,767.99
256,777.02
317,669.38
382,678.41
447,687.44
500,346.47
565,355.50
626,247.86

Balance Due

Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire

Pre-Paid
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire
Wire

Check

07/10/14
08/04/14

Clear Date

Doc 11

360

360
360
360
360
360
360
360
360
360
360
360
360
360
360
360
360
360
360
360
360
360
360
360

Amo. Base

Case 18-25208
08/04/16
09/02/16
09/30/16
11/07/16
12/02/16
01/06/17
02/09/17
03/01/17
04/14/17
05/18/17

06/02/15
07/07/15
08/07/15
09/03/15
10/02/15
11/05/15
12/01/15
01/07/16
02/10/16
03/10/16
04/01/16
05/03/16
06/02/16
06/07/16
07/08/16
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06/01/17
07/01/17
08/01/17
09/01/17
10/01/17
11/01/17
12/01/17
01/01/18
02/01/18
03/01/18
04/01/18
05/01/18
06/01/18
07/01/18
07/16/18

May-17
Jun-17
Jul-17
Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-18
Feb-18
Mar-18
Apr-18
May-18
Jun-18
Jul-18

31
30
31
31
30
31
30
31
31
28
31
30
31
30
16

$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00
$6,175,000.00

24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%
24.00%

360
360
360
360
360
360
360
360
360
360
360
360
360
360
360

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

127,616.67
123,500.00
127,616.67
127,616.67
123,500.00
127,616.67
123,500.00
127,616.67
127,616.67
115,266.67
127,616.67
123,500.00
127,616.67
123,500.00
65,866.67
4,633,308.35

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

62,607.64
62,607.64
62,607.64
62,607.64
62,607.64
62,608.00
2,563,139.99

$
65,009.03
$
60,892.36
$
65,009.03
$
65,009.03
$
60,892.36
$
65,008.67
$ 123,500.00
$ 127,616.67
$ 127,616.67
$ 115,266.67
$ 127,616.67
$ 123,500.00
$ 127,616.67
$ 123,500.00
$
65,866.67
$ 2,070,168.36

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

691,256.89
752,149.25
817,158.28
882,167.31
943,059.67
1,008,068.34
1,131,568.34
1,259,185.01
1,386,801.68
1,502,068.35
1,629,685.02
1,753,185.02
1,880,801.69
2,004,301.69
2,070,168.36

Wire
Wire
Wire
Wire
Wire
Wire

06/09/17
07/03/17
07/31/17
09/14/17
10/13/17
11/08/17
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[Grant Deed]
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Exhibit 5
[Schedules]
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Doc 1

Fill in this information to identify your case:
United States Bankruptcy Court for the:
EASTERN DISTRICT OF CALIFORNIA
Case number (if known)

Chapter

11
Check if this an
amended filing

Official Form 201

Voluntary Petition for Non-Individuals Filing for Bankruptcy

4/16

If more space is needed, attach a separate sheet to this form. On the top of any additional pages, write the debtor's name and case number (if known).
For more information, a separate document, Instructions for Bankruptcy Forms for Non-Individuals, is available.

1.

Debtor's name

2.

All other names debtor
used in the last 8 years

The Falls at Elk Grove, LLC, a California limited liability company

Include any assumed
names, trade names and
doing business as names
3.

Debtor's federal
Employer Identification
Number (EIN)

4.

Debtor's address

Principal place of business

Mailing address, if different from principal place of
business

8280 Elk Grove Blvd.
Elk Grove, CA 95758

9067 South 1300 West, Suite 301
West Jordan, UT 84088

Number, Street, City, State & ZIP Code

P.O. Box, Number, Street, City, State & ZIP Code

Sacramento

Location of principal assets, if different from principal
place of business

County

Number, Street, City, State & ZIP Code

5.

Debtor's website (URL)

6.

Type of debtor

TheFallsEventCenter.com/Location/Elk-Grove-Ca/

Corporation (including Limited Liability Company (LLC) and Limited Liability Partnership (LLP))
Partnership (excluding LLP)
Other. Specify:

Official Form 201

Voluntary Petition for Non-Individuals Filing for Bankruptcy

page 1

Filed 05/30/18Case 18-25208
Debtor

Doc 11

Filed 08/02/18
Case 18-23387
Entered 08/02/18 11:51:40
Document
Page 85 of Case
187number (if known)

Desc Main

Doc 1

The Falls at Elk Grove, LLC, a California limited liability
company
Name

7.

Describe debtor's business

A. Check one:
Health Care Business (as defined in 11 U.S.C. § 101(27A))
Single Asset Real Estate (as defined in 11 U.S.C. § 101(51B))
Railroad (as defined in 11 U.S.C. § 101(44))
Stockbroker (as defined in 11 U.S.C. § 101(53A))
Commodity Broker (as defined in 11 U.S.C. § 101(6))
Clearing Bank (as defined in 11 U.S.C. § 781(3))
None of the above
B. Check all that apply
Tax-exempt entity (as described in 26 U.S.C. §501)
Investment company, including hedge fund or pooled investment vehicle (as defined in 15 U.S.C. §80a-3)
Investment advisor (as defined in 15 U.S.C. §80b-2(a)(11))
C. NAICS (North American Industry Classification System) 4-digit code that best describes debtor.
See http://www.uscourts.gov/four-digit-national-association-naics-codes.

5311
8.

Under which chapter of the
Bankruptcy Code is the
debtor filing?

Check one:
Chapter 7
Chapter 9
Chapter 11. Check all that apply:
Debtor's aggregate noncontingent liquidated debts (excluding debts owed to insiders or affiliates)
are less than $2,566,050 (amount subject to adjustment on 4/01/19 and every 3 years after that).
The debtor is a small business debtor as defined in 11 U.S.C. § 101(51D). If the debtor is a small
business debtor, attach the most recent balance sheet, statement of operations, cash-flow
statement, and federal income tax return or if all of these documents do not exist, follow the
procedure in 11 U.S.C. § 1116(1)(B).
A plan is being filed with this petition.
Acceptances of the plan were solicited prepetition from one or more classes of creditors, in
accordance with 11 U.S.C. § 1126(b).
The debtor is required to file periodic reports (for example, 10K and 10Q) with the Securities and
Exchange Commission according to § 13 or 15(d) of the Securities Exchange Act of 1934. File the
attachment to Voluntary Petition for Non-Individuals Filing for Bankruptcy under Chapter 11
(Official Form 201A) with this form.
The debtor is a shell company as defined in the Securities Exchange Act of 1934 Rule 12b-2.
Chapter 12

9.

Were prior bankruptcy
cases filed by or against
the debtor within the last 8
years?

No.
Yes.

If more than 2 cases, attach a
separate list.

10. Are any bankruptcy cases
pending or being filed by a
business partner or an
affiliate of the debtor?
List all cases. If more than 1,
attach a separate list

District

When

Case number

District

When

Case number

No
Yes.

Debtor
District

Official Form 201

Relationship
When

Voluntary Petition for Non-Individuals Filing for Bankruptcy

Case number, if known

page 2

Filed 05/30/18Case 18-25208
Debtor

Doc 11

Filed 08/02/18
Case 18-23387
Entered 08/02/18 11:51:40
Document
Page 86 of Case
187number (if known)

Desc Main

Doc 1

The Falls at Elk Grove, LLC, a California limited liability
company
Name

11. Why is the case filed in
this district?

Check all that apply:
Debtor has had its domicile, principal place of business, or principal assets in this district for 180 days immediately
preceding the date of this petition or for a longer part of such 180 days than in any other district.
A bankruptcy case concerning debtor's affiliate, general partner, or partnership is pending in this district.

12. Does the debtor own or
have possession of any
real property or personal
property that needs
immediate attention?

No
Yes.

Answer below for each property that needs immediate attention. Attach additional sheets if needed.
Why does the property need immediate attention? (Check all that apply.)
It poses or is alleged to pose a threat of imminent and identifiable hazard to public health or safety.
What is the hazard?
It needs to be physically secured or protected from the weather.
It includes perishable goods or assets that could quickly deteriorate or lose value without attention (for example,
livestock, seasonal goods, meat, dairy, produce, or securities-related assets or other options).
Other
Where is the property?
Number, Street, City, State & ZIP Code
Is the property insured?
No
Yes.

Insurance agency
Contact name
Phone

Statistical and administrative information
13. Debtor's estimation of
available funds

.

Check one:
Funds will be available for distribution to unsecured creditors.
After any administrative expenses are paid, no funds will be available to unsecured creditors.

14. Estimated number of
creditors

1-49
50-99
100-199
200-999

1,000-5,000
5001-10,000
10,001-25,000

25,001-50,000
50,001-100,000
More than100,000

15. Estimated Assets

$0 - $50,000
$50,001 - $100,000
$100,001 - $500,000
$500,001 - $1 million

$1,000,001 - $10 million
$10,000,001 - $50 million
$50,000,001 - $100 million
$100,000,001 - $500 million

$500,000,001 - $1 billion
$1,000,000,001 - $10 billion
$10,000,000,001 - $50 billion
More than $50 billion

$0 - $50,000
$50,001 - $100,000
$100,001 - $500,000
$500,001 - $1 million

$1,000,001 - $10 million
$10,000,001 - $50 million
$50,000,001 - $100 million
$100,000,001 - $500 million

$500,000,001 - $1 billion
$1,000,000,001 - $10 billion
$10,000,000,001 - $50 billion
More than $50 billion

16. Estimated liabilities

Official Form 201

Voluntary Petition for Non-Individuals Filing for Bankruptcy

page 3

Filed 05/30/18Case 18-25208

Doc 11

Filed 08/02/18
Case 18-23387
Entered 08/02/18 11:51:40
Document
Page 87 of 187

Desc Main

Doc 1

Filed 05/30/18Case 18-25208

Doc 11

Filed 08/02/18
Case 18-23387
Entered 08/02/18 11:51:40
Document
Page 88 of 187

Desc Main

Doc 1

Filed 05/30/18Case 18-25208

Doc 11

Filed 08/02/18
Case 18-23387
Entered 08/02/18 11:51:40
Document
Page 89 of 187

Desc Main

Doc 1

Fill in this information to identify the case:
Debtor name

The Falls at Elk Grove, LLC, a California limited liability company

United States Bankruptcy Court for the:

EASTERN DISTRICT OF CALIFORNIA

Case number (if known)
Check if this is an
amended filing

Official Form 206A/B
Schedule A/B: Assets - Real and Personal Property

12/15

Disclose all property, real and personal, which the debtor owns or in which the debtor has any other legal, equitable, or future interest.
Include all property in which the debtor holds rights and powers exercisable for the debtor's own benefit. Also include assets and properties
which have no book value, such as fully depreciated assets or assets that were not capitalized. In Schedule A/B, list any executory contracts
or unexpired leases. Also list them on Schedule G: Executory Contracts and Unexpired Leases (Official Form 206G).
Be as complete and accurate as possible. If more space is needed, attach a separate sheet to this form. At the top of any pages added, write
the debtor’s name and case number (if known). Also identify the form and line number to which the additional information applies. If an
additional sheet is attached, include the amounts from the attachment in the total for the pertinent part.
For Part 1 through Part 11, list each asset under the appropriate category or attach separate supporting schedules, such as a fixed asset
schedule or depreciation schedule, that gives the details for each asset in a particular category. List each asset only once. In valuing the
debtor’s interest, do not deduct the value of secured claims. See the instructions to understand the terms used in this form.
Part 1:
Cash and cash equivalents
1. Does the debtor have any cash or cash equivalents?
No. Go to Part 2.
Yes Fill in the information below.
All cash or cash equivalents owned or controlled by the debtor

Part 2:

Current value of
debtor's interest

Deposits and Prepayments

6. Does the debtor have any deposits or prepayments?
No. Go to Part 3.
Yes Fill in the information below.

Part 3:

Accounts receivable

10. Does the debtor have any accounts receivable?
No. Go to Part 4.
Yes Fill in the information below.

Part 4:

Investments

13. Does the debtor own any investments?
No. Go to Part 5.
Yes Fill in the information below.

Part 5:

Inventory, excluding agriculture assets

18. Does the debtor own any inventory (excluding agriculture assets)?
No. Go to Part 6.
Yes Fill in the information below.

Part 6:

Farming and fishing-related assets (other than titled motor vehicles and land)

27. Does the debtor own or lease any farming and fishing-related assets (other than titled motor vehicles and land)?
No. Go to Part 7.

Official Form 206A/B

Schedule A/B Assets - Real and Personal Property

Software Copyright (c) 1996-2018 Best Case, LLC - www.bestcase.com
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Case number (If known)

Name

Yes Fill in the information below.

Part 7:

Office furniture, fixtures, and equipment; and collectibles

38. Does the debtor own or lease any office furniture, fixtures, equipment, or collectibles?
No. Go to Part 8.
Yes Fill in the information below.

Part 8:

Machinery, equipment, and vehicles

46. Does the debtor own or lease any machinery, equipment, or vehicles?
No. Go to Part 9.
Yes Fill in the information below.

Part 9:

Real property

54. Does the debtor own or lease any real property?
No. Go to Part 10.
Yes Fill in the information below.
55.

Any building, other improved real estate, or land which the debtor owns or in which the debtor has an interest
Description and location of
property
Include street address or other
description such as Assessor
Parcel Number (APN), and type
of property (for example,
acreage, factory, warehouse,
apartment or office building, if
available.
55.1. Nonresidential Real

Property Event Center;
Two buildings totalling
27,000 sq ft rentable
space located on two
parcels totalling 4.99
acres.
APNs: 132-2130-004 /
132-2130-005
8280 / 8290 Elk Grove
Blvd.
Elk Grove, CA 95828

56.

Nature and
extent of
debtor's interest
in property

Fee Simple

Net book value of
debtor's interest
(Where available)

Valuation method used
for current value

$0.00

Total of Part 9.

Current value of
debtor's interest

$15,000,000.00

$15,000,000.00

Add the current value on lines 55.1 through 55.6 and entries from any additional sheets.
Copy the total to line 88.
57.

Is a depreciation schedule available for any of the property listed in Part 9?
No
Yes

58.

Has any of the property listed in Part 9 been appraised by a professional within the last year?
No
Yes

Part 10:

Intangibles and intellectual property

Official Form 206A/B

Schedule A/B Assets - Real and Personal Property
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Case number (If known)

Name

59. Does the debtor have any interests in intangibles or intellectual property?
No. Go to Part 11.
Yes Fill in the information below.

Part 11:

All other assets

70. Does the debtor own any other assets that have not yet been reported on this form?
Include all interests in executory contracts and unexpired leases not previously reported on this form.
No. Go to Part 12.
Yes Fill in the information below.

Official Form 206A/B

Schedule A/B Assets - Real and Personal Property
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Case number (If known)

Name

Part 12:

Summary

In Part 12 copy all of the totals from the earlier parts of the form
Type of property

Current value of
personal property

80. Cash, cash equivalents, and financial assets.
Copy line 5, Part 1

$0.00

81. Deposits and prepayments. Copy line 9, Part 2.

$0.00

82. Accounts receivable. Copy line 12, Part 3.

$0.00

83. Investments. Copy line 17, Part 4.

$0.00

84. Inventory. Copy line 23, Part 5.

$0.00

85. Farming and fishing-related assets. Copy line 33, Part 6.

$0.00

86. Office furniture, fixtures, and equipment; and collectibles.
Copy line 43, Part 7.

$0.00

87. Machinery, equipment, and vehicles. Copy line 51, Part 8.

$0.00

Current value of real
property

88. Real property. Copy line 56, Part 9.........................................................................................>
89. Intangibles and intellectual property. Copy line 66, Part 10.
90. All other assets. Copy line 78, Part 11.

$0.00
+

91. Total. Add lines 80 through 90 for each column

$15,000,000.00

$0.00
$0.00

+ 91b.

92. Total of all property on Schedule A/B. Add lines 91a+91b=92

Official Form 206A/B

Schedule A/B Assets - Real and Personal Property
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Fill in this information to identify the case:
Debtor name

The Falls at Elk Grove, LLC, a California limited liability company

United States Bankruptcy Court for the:

EASTERN DISTRICT OF CALIFORNIA

Case number (if known)
Check if this is an
amended filing

Official Form 206D
Schedule D: Creditors Who Have Claims Secured by Property

12/15

Be as complete and accurate as possible.
1. Do any creditors have claims secured by debtor's property?

No. Check this box and submit page 1 of this form to the court with debtor's other schedules. Debtor has nothing else to report on this form.
Yes. Fill in all of the information below.
Part 1:

List Creditors Who Have Secured Claims

2. List in alphabetical order all creditors who have secured claims. If a creditor has more than one secured
claim, list the creditor separately for each claim.

Column A

Column B

Amount of claim

Value of collateral
that supports this
claim

Do not deduct the value
of collateral.

2.1

Eagle Group Finance, L.P.

Describe debtor's property that is subject to a lien

Creditor's Name

Nonresidential Real Property Event Center
APNs: 132-2130-004 / 132-2130-005
8280 / 8290 Elk Grove Blvd., Elk Grove, CA
95828

12100 Wilshire Blvd., Suite
520
Los Angeles, CA 90025
Creditor's mailing address

$7,953,228.21

$15,000,000.00

$333,488.48

$15,000,000.00

Describe the lien

Deed of Trust
Is the creditor an insider or related party?
No
Creditor's email address, if known

Date debt was incurred

Yes
Is anyone else liable on this claim?
No
Yes. Fill out Schedule H: Codebtors (Official Form 206H)

Last 4 digits of account number
Do multiple creditors have an
interest in the same property?
No
Yes. Specify each creditor,
including this creditor and its relative
priority.

As of the petition filing date, the claim is:
Check all that apply
Contingent
Unliquidated
Disputed

1. Sacramento County Tax
Collector
2. Eagle Group Finance, L.P.
3. The Falls Event Center,
LLC

2.2

Sacramento County Tax
Collector
Creditor's Name

PO Box 508
Sacramento, CA 95812-0508
Creditor's mailing address

Describe debtor's property that is subject to a lien

Nonresidential Real Property Event Center
APNs: 132-2130-004 / 132-2130-005
8280 / 8290 Elk Grove Blvd., Elk Grove, CA
95828
Describe the lien

Secured Property Taxes
Is the creditor an insider or related party?
No
Creditor's email address, if known

Official Form 206D

Yes
Is anyone else liable on this claim?

Schedule D: Creditors Who Have Claims Secured by Property
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Case number (if know)

Name

Date debt was incurred

No
Yes. Fill out Schedule H: Codebtors (Official Form 206H)

Last 4 digits of account number

0005
Do multiple creditors have an
interest in the same property?

As of the petition filing date, the claim is:
Check all that apply

No

Contingent
Unliquidated

Yes. Specify each creditor,
including this creditor and its relative
priority.

Disputed

Specified on line 2.1
2.3

The Falls Event Center, LLC

Describe debtor's property that is subject to a lien

Creditor's Name

Nonresidential Real Property Event Center
APNs: 132-2130-004 / 132-2130-005
8280 / 8290 Elk Grove Blvd., Elk Grove, CA
95828
Creditor holds a secured interest in property as
agent for convertible secured noteholder
investors.

9067 South 1300 West, Suite
301
West Jordan, UT 84088

Unknown

$15,000,000.00

Describe the lien

Creditor's mailing address

Deed of Trust
Is the creditor an insider or related party?
No
Creditor's email address, if known

Yes
Is anyone else liable on this claim?

Date debt was incurred

No
Yes. Fill out Schedule H: Codebtors (Official Form 206H)

Last 4 digits of account number
Do multiple creditors have an
interest in the same property?

As of the petition filing date, the claim is:
Check all that apply

No

Contingent

Yes. Specify each creditor,
including this creditor and its relative
priority.

Unliquidated
Disputed

Specified on line 2.1

3.

Total of the dollar amounts from Part 1, Column A, including the amounts from the Additional Page, if any.

Part 2:

$8,286,716.6
9

List Others to Be Notified for a Debt Already Listed in Part 1

List in alphabetical order any others who must be notified for a debt already listed in Part 1. Examples of entities that may be listed are collection agencies,
assignees of claims listed above, and attorneys for secured creditors.
If no others need to notified for the debts listed in Part 1, do not fill out or submit this page. If additional pages are needed, copy this page.
Name and address
On which line in Part 1 did
Last 4 digits of
you enter the related creditor?
account number for
this entity

Brian Good
iBorrow
12100 Wilshire Blvd., Suite 520
Los Angeles, CA 90025
Fidelity National Title Company
1101 Investment Blvd., Suite 170
El Dorado Hills, CA 95762

Official Form 206D

Line

2.1

Line

2.1

Additional Page of Schedule D: Creditors Who Have Claims Secured by Property
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Name

Glenn D. Taxman
Much Shelist
2 Park Plaza, Suite 1075
Irvine, CA 92614

Official Form 206D

Line

2.1

Additional Page of Schedule D: Creditors Who Have Claims Secured by Property
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Fill in this information to identify the case:
Debtor name

The Falls at Elk Grove, LLC, a California limited liability company

United States Bankruptcy Court for the:

EASTERN DISTRICT OF CALIFORNIA

Case number (if known)
Check if this is an
amended filing

Official Form 206E/F
Schedule E/F: Creditors Who Have Unsecured Claims

12/15

Be as complete and accurate as possible. Use Part 1 for creditors with PRIORITY unsecured claims and Part 2 for creditors with NONPRIORITY unsecured claims.
List the other party to any executory contracts or unexpired leases that could result in a claim. Also list executory contracts on Schedule A/B: Assets - Real and
Personal Property (Official Form 206A/B) and on Schedule G: Executory Contracts and Unexpired Leases (Official Form 206G). Number the entries in Parts 1 and
2 in the boxes on the left. If more space is needed for Part 1 or Part 2, fill out and attach the Additional Page of that Part included in this form.

Part 1:

List All Creditors with PRIORITY Unsecured Claims

1. Do any creditors have priority unsecured claims? (See 11 U.S.C. § 507).
No. Go to Part 2.
Yes. Go to line 2.

Part 2:

List All Creditors with NONPRIORITY Unsecured Claims

3. List in alphabetical order all of the creditors with nonpriority unsecured claims. If the debtor has more than 6 creditors with nonpriority unsecured claims, fill
out and attach the Additional Page of Part 2.
3.1
Nonpriority creditor's name and mailing address
As of the petition filing date, the claim is: Check all that apply.
Contingent
Unliquidated
Date or dates debt was incurred

Disputed

Last 4 digits of account number

Basis for the claim:
Is the claim subject to offset?

Part 3:

No

Yes

List Others to Be Notified About Unsecured Claims

4. List in alphabetical order any others who must be notified for claims listed in Parts 1 and 2. Examples of entities that may be listed are collection agencies,
assignees of claims listed above, and attorneys for unsecured creditors.
If no others need to be notified for the debts listed in Parts 1 and 2, do not fill out or submit this page. If additional pages are needed, copy the next page.
Name and mailing address

Part 4:

On which line in Part1 or Part 2 is the
related creditor (if any) listed?

Last 4 digits of
account number, if
any

Total Amounts of the Priority and Nonpriority Unsecured Claims

5. Add the amounts of priority and nonpriority unsecured claims.
Total of claim amounts
5a. Total claims from Part 1

5a.

5b. Total claims from Part 2

5b.

5c. Total of Parts 1 and 2
Lines 5a + 5b = 5c.

5c.

Official Form 206E/F

$
+

$

$

Schedule E/F: Creditors Who Have Unsecured Claims
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Fill in this information to identify the case:
Debtor name

The Falls at Elk Grove, LLC, a California limited liability company
EASTERN DISTRICT OF CALIFORNIA

United States Bankruptcy Court for the:
Case number (if known)

Check if this is an
amended filing

Official Form 206G
Schedule G: Executory Contracts and Unexpired Leases

12/15

Be as complete and accurate as possible. If more space is needed, copy and attach the additional page, number the entries consecutively.
1.

Does the debtor have any executory contracts or unexpired leases?
No. Check this box and file this form with the debtor's other schedules. There is nothing else to report on this form.

Yes. Fill in all of the information below even if the contacts of leases are listed on Schedule A/B: Assets - Real and Personal
(Official Form 206A/B).

2. List all contracts and unexpired leases

2.1.

State what the contract or
lease is for and the nature of
the debtor's interest
State the term remaining

State the name and mailing address for all other parties with
whom the debtor has an executory contract or unexpired
lease

Nonresidentail Real
Property Lease; Debtor is
landlord.
Perpetual

List the contract number of any
government contract

Official Form 206G

Property

The Falls Event Center, LLC
9067 South 1300 West, Suite 301
West Jordan, UT 84088

Schedule G: Executory Contracts and Unexpired Leases
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Fill in this information to identify the case:
Debtor name

The Falls at Elk Grove, LLC, a California limited liability company

United States Bankruptcy Court for the:

EASTERN DISTRICT OF CALIFORNIA

Case number (if known)
Check if this is an
amended filing

Official Form 206H
Schedule H: Your Codebtors

12/15

Be as complete and accurate as possible. If more space is needed, copy the Additional Page, numbering the entries consecutively. Attach the
Additional Page to this page.
1. Do you have any codebtors?
No. Check this box and submit this form to the court with the debtor's other schedules. Nothing else needs to be reported on this form.
Yes
2. In Column 1, list as codebtors all of the people or entities who are also liable for any debts listed by the debtor in the schedules of
creditors, Schedules D-G. Include all guarantors and co-obligors. In Column 2, identify the creditor to whom the debt is owed and each schedule
on which the creditor is listed. If the codebtor is liable on a debt to more than one creditor, list each creditor separately in Column 2.
Column 1: Codebtor
Column 2: Creditor

Name

Mailing Address

Name

2.1

eFalls Properties
Fresno CA, LLC

9067 South 1300 West, Suite 301
West Jordan, UT 84088

Eagle Group Finance,
L.P.

D
E/F
G

2.2

The Falls at St.
George, LLC

9067 South 1300 West, Suite 301
West Jordan, UT 84088

Eagle Group Finance,
L.P.

D
E/F
G

Official Form 206H
Software Copyright (c) 1996-2018 Best Case, LLC - www.bestcase.com

Schedule H: Your Codebtors

Check all schedules
that apply:

Page 1 of 1
Best Case Bankruptcy

Filed 05/30/18Case 18-25208

Doc 11

Filed 08/02/18
Case 18-23387
Entered 08/02/18 11:51:40
Document
Page 99 of 187

Desc Main

Doc 1

Fill in this information to identify the case:
Debtor name

The Falls at Elk Grove, LLC, a California limited liability company

United States Bankruptcy Court for the:

EASTERN DISTRICT OF CALIFORNIA

Case number (if known)
Check if this is an
amended filing

Official Form 206Sum
Summary of Assets and Liabilities for Non-Individuals
Part 1:
1.

Summary of Assets

Schedule A/B: Assets-Real and Personal Property (Official Form 206A/B)
1a. Real property:
Copy line 88 from Schedule A/B.............................................................................................................................

$

15,000,000.00

1b. Total personal property:
Copy line 91A from Schedule A/B.........................................................................................................................

$

0.00

1c. Total of all property:
Copy line 92 from Schedule A/B...........................................................................................................................

$

15,000,000.00

$

8,286,716.69

3a. Total claim amounts of priority unsecured claims:
Copy the total claims from Part 1 from line 5a of Schedule E/F..........................................................................

$

0.00

3b. Total amount of claims of nonpriority amount of unsecured claims:
Copy the total of the amount of claims from Part 2 from line 5b of Schedule E/F................................................

+$

0.00

Part 2:

Summary of Liabilities

2.

Schedule D: Creditors Who Have Claims Secured by Property (Official Form 206D)
Copy the total dollar amount listed in Column A, Amount of claim, from line 3 of Schedule D....................................

3.

Schedule E/F: Creditors Who Have Unsecured Claims (Official Form 206E/F)

4.

12/15

Total liabilities .......................................................................................................................................................
Lines 2 + 3a + 3b

Official Form 206Sum

Summary of Assets and Liabilities for Non-Individuals
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Case number (if known):
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Doc 1

Check if this is an
amended filing

Official Form 204
Chapter 11 or Chapter 9 Cases: List of Creditors Who Have the 20 Largest Unsecured Claims and
Are Not Insiders
12/15
A list of creditors holding the 20 largest unsecured claims must be filed in a Chapter 11 or Chapter 9 case. Include claims which the
debtor disputes. Do not include claims by any person or entity who is an insider, as defined in 11 U.S.C. § 101(31). Also, do not
include claims by secured creditors, unless the unsecured claim resulting from inadequate collateral value places the creditor
among the holders of the 20 largest unsecured claims.
Name of creditor and
Name, telephone number Nature of claim
complete mailing address, and email address of
(for example, trade
including zip code
creditor contact
debts, bank loans,
professional services,
and government
contracts)

Indicate if claim
is contingent,
unliquidated, or
disputed

Amount of claim
If the claim is fully unsecured, fill in only unsecured claim amount. If
claim is partially secured, fill in total claim amount and deduction for
value of collateral or setoff to calculate unsecured claim.
Total claim, if
Deduction for value
Unsecured claim
partially secured
of collateral or setoff
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Walter R. Dahl, CSB No. 102186 [wdahl@DahlLaw.net]
DAHL LAW, ATTORNEYS AT LAW
2304 “N” Street
Sacramento, CA 95816-5716
Telephone: (916) 446-8800
Telecopier: (916) 741-3346
Attorneys for The Falls at Elk Grove, LLC,
a California limited liability company

7
8
9

UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF CALIFORNIA
SACRAMENTO DIVISION

10
11
12

In Re:

13

The Falls at Elk Grove, LLC, a
California limited liability company

14
15

Case No.:

8280 Elk Grove Blvd., Elk Grove, CA 95758
CA SOS File No.: 201612710220

16
Debtor(s).

17
18
19
20

The undersigned, pursuant to 11 U.S.C. §329(a) and Fed. R. Bank. P. 2016(b), states:

21

1. Dahl Law, Attorneys at Law (“Counsel”), is the attorney for Debtor(s) in this case.

22

2. The compensation paid to Counsel within one year before the filing of the petition in bankruptcy, or
agreed to be paid to Counsel, is as follows:

23
24
25
26
27
28
DAHL LAW
ATTORNEYS AT LAW
SACRAMENTO, CA

ATTORNEY’S DISCLOSURE OF COMPENSATION
[11 U.S.C. §329(a); Fed. R. Bank. P. 2016(b)]

a. For legal services rendered or to be rendered on behalf of Debtor(s) in contemplation of and
in connection with this case:
9 A fixed fee of $
, which includes the filing fee.
: An indeterminate fee to be computed at Counsel’s standard hourly rates and costs.
b. Prior to the date of this Statement, Counsel has received the sum of $40,000.00.
: Of that sum, $9,042.00 was paid to Counsel for pre-petition legal services, and billed
pre-petition to Debtor(s) at Counsel’s standard hourly rates and costs.
\\Dahl-sbs\wdox\DATA\CLIENTS\F145\01\00033243.WPD

1

Filed 05/30/18Case 18-25208

1

Doc 11

Filed 08/02/18
Case 18-23387
Entered 08/02/18 11:51:40
Document
Page 103 of 187

Desc Main

Doc 1

c. The unpaid balance due and payable is:
9 $
.
: Not determinable at this time.

2
3

5

d. In the event the case is converted from a case under Chapter 11 to a case under Chapter 7,
Counsel has agreed to provide post-conversion services for a lump sum fixed fee in the amount of
$5,000.00. Such fee shall be deemed earned immediately prior to conversion from Chapter 11 to
Chapter 7 and shall be treated as a Chapter 11 administrative expense subject to court approval.

6

3. From the funds tendered to Counsel disclosed above, Counsel has paid the filing fee of:

4

9 $ 335.00
: $1,717.00
9 $ 310.00

7
8
9

[Chapter 7]
[Chapter 11]
[Chapter 13]

4. The source of payments made to Counsel was from:
9 Debtor(s)
: Other [specify]: The Falls Event Center, LLC, a Utah limited liability company.

10
11

5. The source of payments to be made to Counsel for the unpaid balance remaining, if any, will be from:
12

9 Debtor(s)
: Other [specify]: The Falls Event Center, LLC, a Utah limited liability company.

13
14

6. Other than the payments referenced above, Counsel has received no transfer, assignment or pledge
of property from or on behalf of Debtor(s) except the following for the value stated:

15

9 None

16

: Counsel has been granted a security interest in all funds held by Counsel as an advance,
retainer or periodic payment toward attorneys fees and costs incurred or to be incurred in its
representation of Debtor(s).

17
18

9 Other [specify]

.

19
20

7. Counsel has not shared or agreed to share with any other entity, other than with members and
employees of Counsel, any compensation paid or to be paid except as follows:
: None
9 Other [specify & attach agreement]

21

.

22
Dated:

May 30, 2018

DAHL LAW,

23

ATTORNEYS AT LAW

24
/s/ Walter R. Dahl
Walter R. Dahl
Attorneys for The Falls at Elk Grove, LLC,
a California limited liability company

25

By:

26
27
28
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF CALIFORNIA
CIVIL MINUTES
_____________________________________________________________________
Case Title: The Falls at Elk
Grove, LLC, a California limited
liability company

Case No.: 18-23387 - D - 11
Docket Control No. FWP-1
Date: 07/11/2018
Time: 10:00 AM

Matter: [18] - Motion/Application to Dismiss Case [FWP-1] Filed by
Creditor IBorrow, L.P. (smis)
Judge: Robert S. Bardwil
Courtroom Deputy: Nancy Williams
Reporter: Electronic Record
Department: D
_____________________________________________________________________
APPEARANCES for:
Movant(s):
Creditor's Attorney - Jason E. Rios
Respondent(s):
(by phone) Debtor's Attorney - Walter R. Dahl
_____________________________________________________________________
CIVIL MINUTES

Motion Granted and case dismissed.
Findings of fact and conclusions of law stated orally on the record
The court will issue an order.
Final ruling:
This is the motion of the debtor’s major secured creditor,
iBorrow, L.P., to dismiss this chapter 11 case. The debtor has filed
opposition and iBorrow has filed a reply. For the following reasons,
the court intends to grant the motion.
It appears undisputed that the classic (albeit non-exclusive)
factors the courts consider in determining whether to dismiss a
chapter 11 case (or to convert the case or appoint a chapter 11
trustee) are present in this case. The debtor has a single asset.
It has no unsecured creditors and only one secured creditor besides
iBorrow that is not an insider (the Sacramento County Tax Collector).
The debtor has no cash or other financial assets, no bank accounts,
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no receivables, no ongoing business, no employees, and no apparent
sources of income. The debtor did not take title to its only asset –
certain real property in Elk Grove, California – until the morning of
the day it filed this case, which, in turn, was the day before
iBorrow’s scheduled foreclosure sale.
The debtor claims it was formed two years ago (and its
predecessor entity was dissolved), but the formal transfer of the
real property into the debtor entity was "overlooked" until the day
before the bankruptcy filing. However, even assuming such is the
case, the debtor’s sole purpose was to merely hold the real property,
not to manage any business on the property or even to collect rents
from the entity that operated the two event centers located on the
real property, an entity that was and is also the 100% owner of the
debtor. In fact, the debtor has never even utilized or maintained a
bank account. From the record it is clear the debtor is nothing more
than a holding entity which has never conducted any type of business
or business activity.
This conclusion is further supported by the debtor’s initial
status report. The report stated the debtor’s event centers are
among 14 event centers at eight locations in several states. "All of
the center locations are separate entities, and the operations and
management of each center are performed by the ‘parent’ company, The
Falls Event Center, LLC." Debtor’s Chapter 11 Preliminary Status
Report, filed June 8, 2018, at 3:12-20. The parent rents out the
event centers to members of the general public, handling bookings,
collections of deposits and rental fees, staffing, the providing of
furniture and equipment for booked events, insurance, and
maintenance.
Noticeable by its absence, is that the debtor has failed to
disclose anywhere the income the parent received from operating the
events centers in Elk Grove, along with its expenses, its assets
related to those two events centers, and so on. The debtor did not
make those disclosures, leaving the court and creditors with no idea
what range of income the facilities generate, what expenses they
incur, or what assets and liabilities the business, run by the parent
company, itself has.
Finally, but importantly, the debtor states in its initial
status report it did not expect to have to confirm a plan by way of a
cram-down. However, iBorrow’s action in this case suggests just the
contrary, and the debtor has not suggested any way it can confirm a
plan over iBorrow’s objection. This alone gives the court serious
concern as to whether the debtor has any chance for a successful
reorganization.
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For the reasons stated, the court finds cause exists for
dismissal, conversion, or appointment of a chapter 11 trustee. It
appears dismissal is in the best interest of creditors. The only
real creditor has weighed in – iBorrow - and requests dismissal. The
court will hear from other creditors, particularly the only other
non-insider creditor, if any appear at the hearing.
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The Falls Event Center
Event Center
8280 and 8290 Elk Grove Boulevard
Elk Grove, California 95828
BBG File #0118006645

Prepared For
Jason Rios
Felderstein Fitzgerald Willoughby & Pascuzzi LLP
400 Capitol Mall, Suite 1750,
Sacramento, CA 95814

Report Date
July 27, 2018

Prepared By
BBG, Inc., Northern California
Sacramento Office
1708 Q Street
Sacramento, CA 95811
Client Manager: Scott Beebe, MAI, FRICS
Ph: (925) 588-7641
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July 27, 2018
Jason Rios
Felderstein Fitzgerald Willoughby & Pascuzzi LLP
400 Capitol Mall, Suite 1750,
Sacramento, CA 95814
Re:

Appraisal of Real Property
The Falls Event Center
8280 and 8290 Elk Grove Boulevard
Elk Grove, California 95828
BBG File #0118006645

Dear Mr. Rios,
In accordance with your authorization, BBG Northern California is pleased to submit an appraisal of the abovereferenced property. The purpose of this appraisal is to develop the following opinions of value:
•

Market Value As Is as of July 18, 2018 - Fee Simple

The intended use of this appraisal report is to assist the bankruptcy court in the asset valuation. The intended users
include Felderstein Fitzgerald Willoughby & Pascuzzi LLP, Kirton McConkie, iborrow, L. P. and the federal bankruptcy
court.
The subject property consists of two commercial buildings on separate parcels located in the city of Elk Grove,
Sacramento County, California. Each building contains 13,387 square feet of building area and have identical
floorplans and finishes. The improvements were constructed in 2014. The property is owner-occupied with the
buildings being rented out hourly/daily to individuals and businesses for meetings and events. The site area is 4.55
acres or 198,198 square feet.
An entity related to the real property owner operates the business known as The Falls Event Center at the subject.
This business has been operating at the property since early 2015. Given the special use nature of the real estate
improvements it was necessary to evaluate the financial performance of the owner’s business at the subject
property. Some extracts of various financials reports were provided for the past several years. A review of the
unaudited financial records provided revealed the event center business at the subject has generated a low profit
over the past several years. Without evidence of sufficient profit to support a reasonable return to the real estate
value the event center business is an uncertain use for the property. The low profitability as an event center
warranted an analysis of alternative real property uses of the property given the improvements are specific to the
event center operation. Our analysis indicated the highest and best use of the subject property would be for
conversion to office use. The valuation of the subject was completed under this highest and best use conclusion.
This appraisal report was prepared to conform with the requirements of the Uniform Standards of Professional
Appraisal Practice (USPAP) and the Code of Ethics and the Standards of Professional Practice of the Appraisal
Institute. Only the Client, Felderstein Fitzgerald Willoughby & Pascuzzi LLP, their successors and/or assigns and the
other intended users may rely upon the findings and conclusions of this report.
BBG – NORTHERN CALIFORNIA
SAN FRANCISCO
101 MONTGOMERY STREET, STE. 1800
SAN FRANCISCO, CA 94104
P + (415) 248-5000
F + (415) 248-0080
BBGRES.COM

SACRAMENTO
1708 Q STREET
SACRAMENTO, CA 95811
P + (916) 554-6492
F + (916) 554-6493
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Based on our inspection of the property and the investigation and the analysis undertaken, we have developed the
following value opinion(s).

Appraisal Premise
Market Value As Is

VALUE CONCLUSION
Interest Appraised Date of Value
Fee Simple
July 18, 2018

Value Conclusion
$6,400,000

Our estimate of market value is subject to the following Extraordinary Assumptions and/or Hypothetical Conditions:

EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL CONDITIONS
The values presented within this appraisal report are subject to the extraordinary assumptions and/or
hypothetical conditions listed below. Pursuant to the requirement within Uniform Standards of
Professional Appraisal Practice (USPAP, 2018-2019 Edition) Standards Rule 2-2(a)(xi), it is stated here
that the use of any extraordinary assumptions might have affected the assignment results.
Extraordinary Assumption(s):
1. None
Hypothetical Condition(s):
1. None
BBG Northern California appreciates the opportunity to have performed this appraisal assignment on your behalf. If
we may be of further service, please contact us.
Sincerely,
BBG, Inc.

Scott Beebe, MAI, FRICS
California Certified General Appraiser
No. AG 015266
Ph: (925) 588-7641
Email: sbeebe@bbgres.com
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SUBJECT PHOTOS & MAP
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Front Entrance
(Photo Taken on July 18, 2018)

Side Exterior
(Photo Taken on July 18, 2018)

Front Door
(Photo Taken on July 18, 2018)

Exterior Side
(Photo Taken on July 18, 2018)

Rear Building
(Photo Taken on July 18, 2018)

Exterior Side Patio
(Photo Taken on July 18, 2018)

THE FALLS EVENT CENTER APPRAISAL

1

Case 18-25208

Doc 11

Filed 08/02/18 Entered 08/02/18 11:51:40
Document
Page 114 of 187

Desc Main

SUBJECT PHOTOS & MAP

Rear Building
(Date of Photo: July 18, 2018)

Main Lobby
(Date of Photo: July 18, 2018)

Large Reception Hall
(Date of Photo: July 18, 2018)

Back room
(Date of Photo: July 18, 2018)

Theater room
(Date of Photo: July 18, 2018)

Meeting room
(Date of Photo: July 18, 2018)
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SUBJECT PHOTOS & MAP

Women’s Restroom
(Date of Photo: July 18, 2018)

Conference Room
(Date of Photo: July 18, 2018)

Private room
(Date of Photo: July 18, 2018)

Meeting Room
(Date of Photo: July 18, 2018)

Men’s Restroom
(Date of Photo: July 18, 2018)

View from Front Entrance
(Date of Photo: July 18, 2018)
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S ALIENT FACTS

SUMMARY OF SALIENT FACTS AND CONCLUSIONS
PROPERTY INFORMATION
Property Name
Location
Property Type
Owner of Record
Parcel Number
Site Area
Zoning Designation
Year Built
Gross Building Area
Rentable Area
Current Occupancy
APPRAISAL INFORMATION
Date of the Report
Effective Date of the Appraisal
Property Interest Appraised
Highest and Best Use - As if Vacant
Highest and Best Use - As Improved
Exposure Time; Marketing Period

The Falls Event Center
8280 and 8290 Elk Grove Boulevard
Elk Grove, Sacramento County, California 95828
Event Center
Efalls Props Elk Grove CA, LLC
132-2130-004 and 132-2130-005
4.55 acres; 198,198 SF
BP, Business Professional Office
2014
26,774 SF
26,774 SF
100% owner-occupied
d
July 27, 2018
July 18, 2018
Fee Simple
Office use
Conversion from an Event Center to Office Use
6 months; 6 months

FINANCIAL INDICATORS AND PRO FORMA OPERATING DATA
Market Value As Is
Stabilized Vacancy & Collection Loss
5%
Effective Gross Income
$763,059
Operating Expenses
$281,948
Expense Ratio
36.95%
Net Operating Income
$481,111
Capitalization Rate
6.00%
SUMMARY OF VALUE INDICATIONS
Market Value Indications
Sales Comparison Approach
$6,400,000
Income Capitalization Approach
$6,400,000
Market Value Conclusion
$6,400,000

($239.04/SF)
($239.04/SF)
($239.04/SF)

FINAL VALUE CONCLUSIONS
Appraisal Premise
Market Value As Is

Date of Value
July 18, 2018

THE FALLS EVENT CENTER APPRAISAL

Interest Appraised
Fee Simple

Value Conclusion
$6,400,000
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SUMMARY OF SALIENT FACTS

EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL CONDITIONS
The values presented within this appraisal report are subject to the extraordinary assumptions and/or
hypothetical conditions listed below. Pursuant to the requirement within Uniform Standards of
Professional Appraisal Practice (USPAP, 2018-2019 Edition) Standards Rule 2-2(a)(xi), it is stated here
that the use of any extraordinary assumptions might have affected the assignment results.
Extraordinary Assumption(s):
1. None
Hypothetical Condition(s):
1. None
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G ENERA L I NFORMATION
I DENTIFICATION

OF THE

S UBJECT P ROPERT Y

The subject property consists of two commercial buildings on separate parcels located in the city of Elk Grove,
Sacramento County, California. Each building contains 13,387 square feet of building area and have identical
floorplans and finishes. The improvements were constructed in 2014. The property is owner-occupied with the
buildings being rented out hourly/daily to individuals and businesses for meetings and events. The site area is 4.55
acres or 198,198 square feet. The property is identified as follows:
SUBJECT PROPERTY IDENTIFICATION
Property Name
Address

The Falls Event Center
8280 and 8290 Elk Grove Boulevard
Elk Grove, California 95828
132-2130-004 and 132-2130-005
Efalls Props Elk Grove CA, LLC
198,198 square feet (4.55 acres)

Tax ID/APN
Owner of Record
Site Area

P ROPERTY H ISTORY
Title to the subject is currently vested in Efalls Props Elk Grove CA, LLC. To the best of our knowledge, there have
been no sales or transfers involving the subject within the past three years, and the property is not currently listed
for sale, in-contract, or encumbered by an option to purchase.

I NTENDED U SER

AND I NTENDED

U SE

The intended use of this appraisal report is to assist the bankruptcy court in the asset valuation. The intended users
include Felderstein Fitzgerald Willoughby & Pascuzzi LLP, Kirton McConkie, iborrow, L. P. and the federal bankruptcy
court.

P RIOR S ERVICES
Per USPAP requirements, we must disclose to the client any services provided in connection with the subject
property within the past three years, including requires appraisers to disclose to the client any other services they
have provided in connection with the subject property in the prior three years, including valuation, consulting,
property management, brokerage, or any other services. We have not performed any services, as an appraiser or in
any other capacity, regarding the property that is the subject of this report within the three-year period immediately
preceding acceptance of this assignment. Another appraiser in our company performed an appraisal of the property
in March 2014 for Eagle Group Finance.

P URPOSE

OF THE

A PPRAISAL

As summarized in the transmittal letter, the purpose of this appraisal is to develop an opinion of the market value
as is of the fee simple interest in the subject property as of July 18, 2018. The date of the report is July 27, 2018.
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GENERAL INFORMATION
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P ROPERTY R IGHTS A PPRAISED
As stated above, our analysis pertains to the fee simple interest in the subject property. This is defined as follows:
•

Fee simple: “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.”

Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal Institute, 2015)

D EFINITION

OF

M ARKET V ALUE

Pertinent definitions, including the definition of market value, are included in the glossary, located in the Addenda
to this report. The following definition of market value is used by agencies that regulate federally insured financial
institutions in the United States:
“The most probable price which a property should bring in a competitive and open market under all conditions
requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably, and assuming the price is not
affected by undue stimulus. Implicit in this definition are the consummation of a sale as of a specified date and the
passing of title from seller to buyer under conditions whereby:
•

Buyer and seller are typically motivated;

•

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

•

A reasonable time is allowed for exposure in the open market;

•

Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements comparable thereto;
and

•

The price represents the normal consideration for the property sold unaffected by special or creative
financing or sales concessions granted by anyone associated with the sale.”

Source: Interagency Appraisal and Evaluation Guidelines; December 10, 2010, Federal Register, Volume 75 Number 237, Page 77472

L EVEL

OF

R EPORTING D ETAIL

AND

A PPLICABLE R EQUIREMENTS

Standards Rule 2-2 (Real Property Appraisal, Reporting) contained in USPAP requires each written real property
appraisal report to be prepared as either an Appraisal Report or a Restricted Appraisal Report. This report is prepared
as an Appraisal Report which, at a minimum, must summarize the appraiser’s analysis and the rationale for the
conclusions.
As stated in the transmittal letter, this appraisal report was prepared to conform with the requirements of the
Uniform Standards of Professional Appraisal Practice (USPAP) and the Code of Ethics and the Standards of
Professional Practice of the Appraisal Institute.

A PPRAISER C OMPETENCY
No steps were necessary to meet the competency provisions established under USPAP. We have appraised several
properties similar to the subject in physical, locational, and economic characteristics, and are familiar with market
conditions and trends; therefore, we have adequate experience and qualifications to appraise the subject. Appraiser
certifications and qualifications are included in the Addenda of this report.
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S COPE

OF

W ORK

The intended use and intended user(s) of this appraisal report, characteristics and complexity of the subject
property, market conditions, widely-accepted methods and practices within the appraisal profession, and other
pertinent factors were all considered in our determination of scope of work, which is detailed in the following
sections.

V ALUATION M ETHODOLOGY
Appraisers typically consider utilizing the cost, sales, and/or income capitalization approach in developing an opinion
of value. The applicability of each approach is determined by the economic characteristics of the property, the
availability of reliable data, and the common practice of market participants that reflect the most likely purchaser of
the subject property. Based on these criteria, use of the three approaches in this assignment is determined as
follows:
The income capitalization approach is an applicable valuation method for the subject due to the following:
•

The most probable buyer of the subject property is an owner-user. This buyer profile is unlikely to base
purchase price upon the anticipated return on potential income generated by the property, but this method
still provides secondary support.

•

Sufficient market data regarding income, expenses, and rates of return, is available for analysis.

The sales comparison approach is an applicable valuation method because:
•

The most likely buyer is an owner-user who is likely to determine the purchase price of the property based
upon pricing for properties of similar physical characteristics and utility.

•

There is an active market for similar properties, and sufficient sales data is available for analysis.

•

This approach directly considers the prices of alternative properties having similar utility.

The cost approach is not applicable to the assignment considering the following:
•

The improvements suffer from functional and economic obsolescence depreciation.

•

Market participants for this type of property do not rely on this approach in arriving at values. For these
reasons, this approach has not been utilized.

R ESEARCH

AND

A NALYSIS

Over the course of this assignment, we performed extensive research and analysis of the subject, its competitors,
and the broader market factors that impact value. The type and extent of our research and analysis is described
throughout the report as it pertains to each section. We have made an effort to confirm the pertinent details of each
comparable utilized in this analysis with a party to the transaction; however, if in any case we are unable to do so,
we have relied upon secondary sources for verification.

I NSPECTION D ETAILS
Scott Beebe, MAI, FRICS performed an interior and exterior inspection of the subject on July 18, 2018. A
representative sampling of interior suites, common areas, and mechanical areas was also inspected. The
surrounding neighborhood and comparable properties utilized in our analysis were also inspected.
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R EGIONA L A NA LYSIS
S A C RA ME N T O MSA
Sacramento is the capital of the State of California and the seat of Sacramento County. The city is located towards
the north the California’s expansive Central Valley and has an estimated population of just over 500,000, making it
the sixth most-populous city in California. The four-county Sacramento MSA has 2.3 million residents, making it the
largest MSA in the Central Valley and the fourth largest in California behind greater Los Angeles, the San Francisco
Bay Area and San Diego.
Situated approximately 85 miles northeast of San Francisco, Sacramento is at the intersection of two major interstate
freeways (I-5 and I-80) and at the confluence of the Sacramento and American rivers. The area is also served by a
number of rail lines including the Amtrak Capital Corridor. This, in addition to convenient access to airports, rail and
a deep-water port, makes Sacramento well connected both regionally and nationally. Sacramento is increasingly
regarded as a leading business location due to its growing, well-educated population, affordable cost of living,
plentiful amenities and overall high quality of life.

E C O N OM IC O V E RV IE W
The resurgence of the local economy since the last recession has established itself across both private and public
sectors. Healthcare emerged as a regional economic engine, adding nearly 57,000 jobs in the last 11 years. During
the same time frame, Professional Services has added 24,000 jobs while the State Government has added more than
15,000 jobs. Key points relating to the regional economy include the following.
•

The regional unemployment has continued to decline and is currently on par (near 4%) with state and
national levels. The region experienced net job gains of nearly 21,000 over the past 12 months. The pace of
employment growth has slowed but has been steady since middle of 2016.

•

Business confidence indexes from various groups suggest continued optimism for 2018. In addition, surveys
indicate that consumer sentiment in the region remains positive.

•

Commercial real estate fundamentals continue to trend in a positive direction, with vacancy rates declining
and rental rates increasing in all property sectors. Investor demand remains high, as out of town buyers
continue to scout the region in search of better yields relative to core markets.

•

The regional single family residential real estate market continued to trend positive in 2017, with increases
in median prices and sales activity. Construction starts and sales of new homes continue to increase, but
remain well below historic averages. The current cycle is expected to continue through at least 2019.

•

The new Golden 1 Center arena (completed September 2016) is bringing more people downtown, boosting
new and existing businesses in the area. The project has continued to be a significant redevelopment
catalyst in the downtown area.

•

Recent population growth has been close to 1% annually. This is down from the early to mid- 2000’s when
the region was growing in excess of 2% annually.

E MP L OY ME N T
Sacramento’s ability to attract and retain quality talent is largely attributed to its two higher-education institutions,
the University of California, Davis and California State University, Sacramento. These facilities also help to foster
organic growth within the labor force and produce a highly educated workforce for many of the region’s leading
companies as well as businesses that are relocating from the Bay Area for the relatively affordable space and living
costs. As the Bay Area becomes increasingly less affordable and congested, Sacramento will continue to provide a
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viable opportunity for a better quality of life to much of that labor force. As a result, the city has begun to attract
the employers that desire to be close to this labor pool.
Total civilian employment in Sacramento MSA was 1,041,600 as of January 2018. This represents an increase of
22,100 as compared to one year earlier. The current employment for the MSA is now about 60,000 above the peak
employment level in mid-2007 (985,000). There have been year-over year employment gains for the region since
April 2012. The following table provides an overview of the major industry sectors within the region.

Employment Trends
Total Employment (Year End)
% Change

Unemployment Rate (Ann. Avg.)

Year

Sacramento MSA

California

2006

984,200

2007

977,700

-0.7%

16,931,600

2008

959,500

-1.9%

16,854,500

2009

923,100

-3.8%

16,182,600

2010

914,000

-1.0%

2011

932,000

2.0%

2012

945,600

2013

% Change

Sacramento MSA California
4.6%

4.9%

0.8%

5.8%

5.4%

-0.5%

8.6%

7.3%

-4.0%

11.7%

11.2%

16,091,900

-0.6%

12.4%

12.2%

16,258,100

1.0%

11.0%

11.7%

1.5%

16,602,700

2.1%

9.5%

10.4%

956,100

1.1%

16,958,700

2.1%

7.7%

8.9%

2014

978,200

2.3%

17,348,600

2.3%

6.2%

7.5%

2015

1,002,100

2.4%

17,723,300

2.2%

5.3%

6.2%

2016

1,020,200

1.8%

18,065,000

1.9%

4.8%

5.4%

2017

1,041,100

2.0%

18,520,000

2.5%

3.8%

4.2%

56,900

5.8%

1,730,600

10.3%

Overall Change 2006-2017

16,789,400

Avg. Unemp. Rate 2006-2017

7.6%

7.9%

Unemployment Rate - Jan-2018

4.2%

4.6%

So urce: Labo r M arket Info rmatio n fo r the State o f Califo rnia fro m Emplo yment Develo pment Department. The figures are no t seaso nally adjusted.
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Between February 2017 and January 2018, total employment in the region increased 2.2% (just over 22,000). By way
of comparison, total jobs increased by 3% (28,00 jobs) between November 2005 and November 2016.

G OV E RN ME N T E M P L OY M E N T
As the capital of California, a large portion of Sacramento’s employment has historically been dominated by the
State government and other public-sector employers. Today, State government accounts for over 15% of all nonfarm
employment (over 120,000 EE’s), while government as a whole employs 25% of the region’s labor pool (over 240,000
EE’s), which is a very large share by national norms.
With a GDP of $2.46 trillion in 2016, California moved from 8th to 6th place in the IMF world economy rankings
(California is the only state on the list of nations). As California continues to become more of a global player,
Sacramento will continue to grow in significance as a city and the seat of the legislative body that governs the state.

P R IV A TE S E C T O R E M P L O YM E N T
Government will always play a significant role in the region’s economic base; however, as the population of
Sacramento has grown, the economy has become increasingly diverse, attracting major employers in many private
sector industries such as professional services, healthcare, education and trade, transportation and utilities.
Sacramento has also provided a welcoming environment to many green and clean technology companies. This is
largely due to California’s progressive environmental policies but also in the provision of the opportunity to influence
these policies from within the California state capital.
The strength of the region’s labor force coupled with the availability of land, relatively affordable cost of living and
ease of access to other major employment hubs continues to make Sacramento a desirable place to conduct
business. Major private sector companies that have maintained a strong local presence and continue to have a
positive impact on the region’s economy are summarized in the following table.

Major Private Employers - Sacramento MSA
Rank Company

1
2
3
4
5
6
7
8
9
10

Sutter Health
Kaiser Permanente
Dignity Health
Intel Corp
Raley's
Apple Inc.
Safeway
Health Net
VSP Global
PG&E

Local FTE
16,275
16,244
8,039
6,000
5,244
5,000
3,573
3,000
2,927
2,747

Rank Company

11
12
13
14
15
16
17
18
19
20

Wells Fargo Bank
Thunder Valley Casino
Pride Industries
Cache Creek Casino
Hewlett Packard
Marshall Medical Center
Walgreens
Aerojet
Eskaton
Blue Shield of California

Local FTE
2,613
2,500
2,450
2,150
2,000
1,573
1,547
1,400

1,367
1,277

Source: Sacramento Business Journal, July 2017

H I GH E R E D U C A T I ON
The University of California at Davis, situated 15 miles west of Sacramento, is one of the nation’s top public research
universities and is ranked tenth amongst public universities nationwide by U.S. News and World Report. The UC
Davis School of Medicine is ranked fourth amongst U.S. medical schools in research funding. Currently, more than
35,000 students are enrolled in over 100 undergraduate and 90 graduate programs at UC Davis. An additional 30,000
students are enrolled at California State University, Sacramento which offers 58 undergraduate and 40 graduate
programs. Both schools make a significant impact on the higher-education levels of the local labor pool.
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P O PU LA TI ON
The Sacramento MSA has an estimated January 2018 population of 2,325,849, which represents an annual increase
of 1% over the 2010 census. This is down from the early to mid- 2000’s when the region was growing in excess of 2%
annually. Population growth trends within the region are summarized as follows:

Population Trends
Popul a ti on
2010 Cens us 2018 Es t.
Ci ty of Sa cra mento
Sa cra mento MSA
Ca l i forni a

Compound Ann. % Chng
2023 Es t.

2010 - 2018

2017 - 2023

466,488

500,558

522,447

0.9%

0.9%

2,149,127

2,325,849

2,434,403

1.0%

0.9%

37,253,956 39,695,753 41,305,572

0.8%

0.8%

Source: Claritas, LLC.

Looking forward, Sacramento MSA’s population is projected to increase at a 0.9% annual rate from 2018-2023,
equivalent to the addition of an average of approximately 21,710 residents per year.

H OU SE H O LD I NC O M E
The median household income for the overall Sacramento MSA is about 9% below the statewide average. Within
the region, median household income is the highest in Placer and El Dorado Counties. The 2018 median income
levels are summarized in the following table.

Demographic Characteristics
Sacramento MSA vs. California
2018 Estimates
Characteristic

Sacramento MSA

California

0.9%
4.2%

0.8%
4.6%

$94,321
$68,773

$103,775
$70,636

Median Age
Average Household Size
Owner Occupied %

37.7
2.7
60.9%

36.9
2.9
55.8%

Percent with Bachelor's Degree or Higher
Source: Claritas, LLC.

31.9%

32.0%

Annual Population Growth -2010 to 2017
Unemployment Rate
Average Household Income
Median Household Income

Areas of concern for the Sacramento region are the slower pace of income growth and an increase in income
inequality. Since 2004, income growth for California outpaced that of the Sacramento region.
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C O MME RC IA L R E A L E ST A TE
Commercial real estate fundamentals continue to trend in a positive direction, with vacancy rates declining and
rental rates increasing in all property sectors.

The Sacramento multifamily market is poised for continued success as the region is thriving with rising employment,
increasing population, continued rent growth, minimal vacancy, and limited new multifamily supply. Bucking the
national trend of moderating rent growth, the Sacramento region continued to be ranked first nationally in several
surveys, which indicate year-over-year growth near 9%. While rent growth is expected to continue, it will likely
moderate to a more sustainable level at some point in the foreseeable future.
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Construction activity for all property types has remained at historically low levels since the downturn. New
speculative construction is needed for most property types; however, current rental rates are still below feasibility
levels in most cases, most notably in the office and industrial sectors. During 2018, new construction is expected to
follow a similar pattern as in 2016 and 2017, and limited to apartments, high identity retail and a few distribution
warehouses. Office construction will likely continue to be limited to build-to-suit or owner-user projects.

C O NC LU S I ON
The region has experienced several economic cycles over the past 25 years. The growth periods were largely
attributed to the area's quality of life, affordable housing costs and proximity to the San Francisco Bay region. The
abundance of available land in the region however contributed to high speculation which resulted in wide swings in
development cycles and real estate prices. The most recent down cycle was attributed partly to widespread
economic factors for the United States. Going forward, the region will still be vulnerable to large economic swings
primarily because the economy is not as diversified as many MSA’s.
The current outlook for the region is encouraging due to strong fundamentals. The region’s affordability and
attractiveness with respect to business in-migration, population growth, and development opportunities are
considered embedded long-range assets. The Sacramento region experienced growth in the number of jobs over the
past five years, and it is reasonable to assume that growth in employment as well as population will continue to
occur in the future. On a short-term basis, the economic outlook for Sacramento remains positive, consistent with
trends experienced during 2017. On a long-term basis, it is anticipated that the Sacramento MSA will continue to
grow and prosper. This future growth should provide an economic base that supports continued demand for real
estate of all types on a long-term basis.
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N EIGHB ORHOOD A NA LYSIS
O V E RV IE W
The subject is located in the City of Elk Grove along Elk Grove Boulevard. The physical boundaries for the City of Elk
Grove are generally delineated as follows: Calvine Road/Sheldon Road/Dwight Road (North); Union Pacific
Railroad/Franklin Boulevard/I-5 (West); Bilby Rd./Kammerer Rd. (South); Grant Line Road (South & East).
Elk Grove was incorporated on July 1, 2000. The area now recognized as the City of Elk Grove was formerly the
unincorporated portions of Sacramento County known as Laguna, Elk Grove and Sheldon. This city is located
approximately 20 miles south of the Sacramento CBD and 30 miles south of Sacramento Metropolitan Airport.

P O PU LA TI ON & H OU SI N G S TA TI S TIC S
Currently, the City of Elk Grove is home to approximately 172,116 residents. Indicated in the table below is a
summary of past population growth in the City of Elk Grove since 2001.

Elk Grove City Population Summary
% Change
-8.69%
2003
7.26%
2004
27.47%
2005
10.86%
2006
8.19%
2007
4.42%
2008
2.87%
2009
2.20%
2010
153,015
2.49%
2011
154,802
1.17%
2012
156,621
1.18%
2013
159,856
2.07%
2014
161,986
1.33%
2015
164,247
1.40%
2016
166,981
1.66%
2017
170,011
1.81%
2018
172,116
1.24%
Source: California Department of Finance, Demographic Research Unit.
Figures are reported as of January 1st of the corresponding year.
Year
2001
2002

Population
76,298
82,932
88,954
113,391
125,703
135,996
142,003
146,083
149,302

Access & Transportation
Elk Grove is characterized by wide streets with landscaped medians, sound walls along the boundaries of residential
neighborhoods, and meandering walkways along the main arterials. The city has interchanges at Interstate 5 and
Highway 99 that enable commuters to reach the downtown Sacramento area in about 20 minutes.
Laguna Boulevard and Elk Grove Boulevard are the main east/west arterials within the neighborhood. Additional
east/west arterial streets include Big Horn Boulevard, Center Parkway and Calvine Road. The main north/south
arterials in the neighborhood are Franklin Boulevard, Stockton Boulevard and Bruceville Roads. Transportation

THE FALLS EVENT CENTER APPRAISAL

Case 18-25208

Doc 11

Filed 08/02/18 Entered 08/02/18 11:51:40
Document
Page 131 of 187

Desc Main

NEIGHBORHOOD ANALYSIS 18
arteries impacted by rapid growth in the area have received improvements such as new streets, street widening,
and new freeway interchanges.

Employment
As of May 2018 (not seasonally adjusted), the City of Elk Grove had an unemployment rate of 2.90% percent, which
represents a continuation of the downward trend in unemployment apparent since year-end 2011 for the city. The
current rate represents a return to the more typical sub-5.0% rates evident over 2001-2007 and marks a significant
decline from the high water mark established at 10.4% for year-end 2010. A table illustrating unemployment trends
in the City of Elk Grove since 2001 is found below.

Elk Grove City Employment Trends
Year
2001
2002

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
May-18

Total Employed
31,608
32,274
32,767
33,091
33,519
33,843
33,941
33,459
32,032
31,194
31,500
32,200
32,900
71,600
73,300
76,100
76,900
78,600

Change
-2.11%
1.53%
0.99%
1.29%
0.97%
0.29%
-1.42%
-4.26%
-2.62%
0.98%
2.22%
2.17%
--2.37%
3.82%
1.05%
2.21%

Unemployment
3.60%
4.50%
4.70%
4.50%
4.00%
3.80%
4.30%
5.80%
9.20%
10.40%
9.80%
8.60%
7.10%
5.60%
4.30%
3.60%
3.30%
2.90%

Source: State of California Employment Development Department
* At year-end 2014, this source revised the boundaries of the tracked City of Elk Grove area to include
Laguna, which identifies the western area of Elk Grove annexed by the City in the early 2000's.

Infrastructure and Zoning
The entire subject neighborhood is located within the incorporated area of Sacramento County known as the City of
Elk Grove. The Elk Grove Community Services District (EGCSD) is the governing body for the fire department and the
recreation and parks district. Their jurisdiction covers a 25 square mile area around the Laguna area. Sacramento
County has zoning ordinances and building regulations. Several different zoning classifications can be found within
the defined boundaries of the neighborhood. These range from single-family residential to commercial to light
industrial.
Utility service is provided by various municipalities including water from Elk Grove Water Works, wastewater service
from the County of Sacramento, electricity from the Sacramento Municipal Utility District and natural gas from
Pacific Gas and Electric Company. All public utility services are available in adequate capacity to serve the properties
in the neighborhood.
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Proximity to Support Facilities
Due to the roadway systems through the neighborhood, access to support facilities is considered to be good from
both within and outside the subject neighborhood. The Elk Grove Unified School District, which ranks as one of more
desirable school districts in the region, provides public education in the neighborhood. This district includes 40
elementary schools, 8 middle schools, 8 high schools and 5 other schools (which include a mix of charter, alternative,
independent study, special education and adult education schools). Other support facilities including parks, places
of worship, civic, recreational and cultural facilities are located within the area.

Land Uses
In the immediate vicinity of the subject, land uses include residential to the north and south and vacant land to the
east and west. An aerial depiction of the subject property and neighboring property uses is seen below.
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Surrounding Area Land Uses
Character of Area

Suburban

Predominant Age of Improvements

10-15 years

Predominant Quality and Condition

Above Average

Approximate Percent Developed

60%

Infrastructure/Planning

Above Average

Predominant Location of Undeveloped Land

South

Prevailing Direction of Growth

Southeast

Outlook and Conclusions
Over the past 20 years the Laguna/Elk Grove area has transitioned from a semi-rural area to one of the largest
suburban housing areas in the region. From the late 1980's through 2005, the area experienced rapid residential
growth as several large master planned communities were developed and built-out. The area has a positive basis for
continued growth including affordable land, county endorsed growth and existing infrastructure. The Elk Grove area
offers a reasonably short commute to major employment centers in Sacramento, developing commercial services,
and affordable housing.
After suffering for many years from a depressed real estate market, Elk Grove has seen an influx of housing starts as
of recent. Elk Grove is expected to continue to grow through the near future at a faster pace than the Sacramento
region.
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N EIGHBORHOOD M A P
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S ITE D ESCRIPTION
The description of the site is based upon our physical inspection of the property, information available from the
client, and public sources. See the Data Sources Used Within This Appraisal table in the Scope of Work section for
more detail.

G ENERAL D ESCRIPTION O VERVIEW
The subject is located on the south side of Elk Grove Boulevard near Big Timber Drive. The site also has frontage
along the north side of Civic Center Drive.

SUBJECT PROPERTY IDENTIFICATION
Property Name
Address
Tax ID/APN
Owner of Record
Site Area

The Falls Event Center
8280 and 8290 Elk Grove Boulevard
Elk Grove, California 95828
132-2130-004 and 132-2130-005
The Falls at Elk Grove, LLC
198,198 square feet (4.55 acres)

The subject’s land area is summarized in the following table.
SUMMARY OF LAND AREAS
Tax ID/APN
132-2130-004
132-2130-005

SF
96,268
101,930

Acres
2.21
2.34

Total

198,198

4.55

The subject site is comprised of 2 contiguous parcels. The site is 250 feet wide. Its shape is rectangular, and its
topography is level. Overall, site dimensions, shape, and topography result in average utility. The site is adequately
served by public utilities, including water, sewer, gas, electricity, and phone.

ACCESS
General access attributes of the subject and surrounding area were described in the neighborhood analysis. The
following table summarizes specific access, frontage, and visibility attributes of the subject site specifically.

S U RR OU ND IN G L A N D U S E S
Land uses adjoining the subject include single-family residential to the north and south and vacant land to the east
and west.
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Z O NIN G R E QU I RE M E N TS
The subject’s zoning requirements are summarized below.
ZONING REQUIREMENTS
Zoning Jurisdiction
Subject Component
APN/Address

City of Elk Grove
Event Center
132-2130-004 /

Zoning Designation
Description

BP
Business Professional
Office
Appears to be legally conforming
No

Legally Conforming?
Zoning Change Likely?

132-2130-005/

–

D R A I NA GE
Based on the information provided, as well as our physical inspection of the property, it appears that drainage at the
subject site is adequate.

F L O OD PL A I N
According to National Flood Insurance Rate Map Community Panel No. 06067C0317H (August 16, 2012), the subject
property lies within FEMA Zone X (outside of 500-year floodplain).

S O I L /S U B S OI L C OND IT I ON S
We did not receive nor review a soil report; however, we assume that the soil's load-bearing capacity is sufficient to
support existing and/or proposed structure(s). We did not observe any evidence to the contrary during our physical
inspection of the property.

S E I SM IC H A Z A R D S
Given the presence of several active faults throughout the State of California, nearly all properties in California are
subject to some degree of seismic risk. The Alquist-Priolo Earthquake Fault Zoning Act was passed in 1972 in order
to regulate development of structures intended for human occupancy on the surface trace of active faults. While
the Alquist-Priolo Act only addresses surface rupture risk, the Seismic Hazards Mapping Act, passed in 1990,
considers non-surface earthquake hazards, such as liquefaction and landslides. These laws require the State
Geologist to establish regulatory zones based on seismic risk and distribute maps to agencies for affected areas for
use in planning and development. Structures cannot be constructed over the trace of a fault, and a setback from the
fault is typically required. Properties that are not located within a fault zone but are at increased risk for seismic
damage due to their location within affected cities can be subject to additional government-imposed requirements,
such as seismic or soft-story retrofitting, and lenders and/or institutional investors will often require property
owners/operators to carry earthquake insurance.
Based on our review of the current Alquist-Priolo Fault Zone and Seismic Hazard Zone Maps, the subject city is not
affected by a nearby fault, and the subject property is not within a special studies zone.

E NV I R ON ME N TA L C O NC E RN S & H A Z A RD OU S S U B ST A NC E S
We were not provided with an environmental report; however, no unusual conditions observed, and none were
reported by the owner. For purposes of this appraisal, we assume that the subject site is not impacted by any
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significant environmental concerns that would warrant remediation, or otherwise impact the marketability of the
property.

E A SE ME N TS , E N C R O A C H M E N TS & R E ST R IC TI ON S
We were not provided with a title report or deed. Our valuation assumes that any easements or restrictions that
affect the subject property are typical of its type and location, and that there are no encroachments that adversely
impact value. For purposes of this valuation we assume that the subject has a clear and marketable title.

S U M MA RY

AND

C O NC LU SI O NS – S I TE

The subject site is comprised of 2 contiguous parcels, zoned BP, Business Professional Office. This zoning
designation allows for various office uses. Overall, the physical site attributes result in average utility, and the
property could be developed to a variety of uses per the provisions of its zoning designation, and with the approval
of the local planning department.
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I MPROV EMENTS D ESCRIPTION
The subject property consists of two commercial buildings on separate parcels located in the city of Elk Grove,
Sacramento County, California. Each building contains 13,387 square feet of building area and have identical
floorplans and finishes. The improvements were constructed in 2014. The property is owner-occupied with the
buildings being rented out hourly/daily to individuals and businesses for meetings and events. The site area is 4.55
acres or 198,198 square feet.
Information regarding the subject improvements was provided by the owner and other parties related to, and
familiar with the property. This information was verified with public records, building/site plans, third party reports,
and various secondary sources.

IMPROVEMENTS DESCRIPTION
GENERAL OVERVIEW
Property Name
Address
Property Description
Rentable Area (SF)
Gross Building Area (SF)
Land Area (SF)
Year Built
Number of Buildings
Number of Stories
Construction Class
Construction Type
Special Features
SITE IMPROVEMENTS/CHARACTERISTICS
Floor Area Ratio (RA/Land SF)
Number of Parking Spaces
Parking Spaces/1,000 SF RA
Landscaping

The Falls Event Center
8280 and 8290 Elk Grove Boulevard
Elk Grove, CA 95828
Event Center
26,774
26,774
198,198
2014
2
1
D
Wood frame
–
0.14
263
9.82
Adequate

Construction specifications and materials are detailed in the following table, as reported by ownership, gathered
from building plans, and observed at our physical inspection.
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CONSTRUCTION DETAIL
EXTERIOR & STRUCTURAL DETAIL
Foundation
Concrete
Construction
Wood frame
Exterior Walls
Brick
Roof Type
Flat & Sloping
Roof Cover
Built-up
Windows
Yes
INTERIOR DETAIL
Interior Walls
Painted and textured drywalls
Ceilings
Ceiling Tiles
Floor Coverings
Tile & wood
Lighting
Adequate
Restrooms
2 Large Restrooms per building
MECHANICAL & SYSTEMS DETAIL
HVAC
Central
Plumbing
Adequate
Electrical
Adequate
Sprinklers
Yes

Competitive Property Class
Building Quality
Building Condition
Design/Functional Utility
Actual Age (Yrs.)
Estimated Effective Age (Yrs.)
Estimated Economic Life (Yrs.)
Remaining Economic Life (Yrs.)

RATINGS & QUALITATIVE DETERMINATIONS
B
Good
Good
Average
4
4
50
46

B UILDING D ESCRIPTION
The Falls Event Center is designed to be small event venues that are to be used for gatherings, weddings, personal
and corporate events. The facility is equipped with a main hall area, conference rooms, board room, game room,
and a small theatre, and is designed to allow for planning flexibility not found in hotels or similar facilities. The event
center is broken down as follows:
▪

A main event hall with accompanying outdoor patio. The room includes audio-visual display and equipment
at no additional charge. The main hall can accommodate up to 250 people with table seating, and 450
people with seating in rows.
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▪

A large conference center. The room will accommodate seating for up to 120 tables or 150 persons with
seated in rows. It is located adjacent to the caterer’s kitchen and is ideal for business luncheons, receptions
and business seminars. This room is fully equipped with audio-visual equipment and is configurable for
classroom or table seating.

▪

A small conference room. This room is designed to be a multi-purpose room that is fully equipped with
audio-visual equipment that can functional for both business seminars and weddings. The small conference
room is conveniently located adjacent to the caterer’s kitchen. This room accommodates up to 80 persons
with table seating.

▪

The board room. This highly finished out room is designed for executive business or management meetings.
This room is equipped with internet access, audio visual equipment, and a glass marker broad. Featuring
exterior views on both sides of the room, the board room can accommodate up to 30 persons.

▪

The Game Room features video gaming, a large flat-screened TV and a pool table. This 50-person capacity
room can be added to the wedding or wedding reception of for use as a groom’s room.

▪

Theatre. This 30-seat private movie theatre is equipped with an audio visual system. Seating can also be
used for a small class-room environment. The room is also equipped with a stage for live performances,
presentations and corporate training.

▪

In addition to the above, the facility features floral service areas in each building, out-door areas with
fountains and two patios that extend the gathering space. The total capacity for the indoor events will be
770 per building.

B UILDING Q UALITY
As summarized above, the subject property reflects Class D construction per MVS standards, and is classified as a
Class B property within its competitive market. The quality of materials and workmanship reflected in the property’s
structure, systems, and finishes are consistent with its type, class, and location.

B UILDING C ONDITION
The subject improvements were constructed in 2014. It appears that maintenance has been adequate, and that the
improvements are currently in good condition.

B UILDING D ESIGN /F UNCTIONAL U TILITY
The design and functional utility of the subject improvements are consistent with an event center.

H AZARDOUS S UB STANCES
The report assumes that there are no hazardous substances present at the subject property.
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ADA C OMPLIANCE
Based on our physical inspection of the property, it appears that the subject improvements are ADA compliant;
however, we are not experts in ADA matters, and further investigation by an appropriately qualified professional is
recommended.

P ERSONAL P ROPERTY
Personal property that is installed at the subject property includes:
•

Video and audio equipment

•

Chairs and tables

•

Light kitchen equipment

The contributory value of the personal property is negligible to the overall property value.

S UMMARY

AND

C ONC LUSIONS – I MPROVEMENTS

The subject property is a Class B property, constructed in 2014. The quality and condition, of the improvements are
rated as above average. For an event center the designed and layout is functional.
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P ROPERTY T A X A NA LYSIS
P ROPERTY T AXES

AN D

A SSESSMENT D ATA

Real estate taxes for the subject property are assessed and collected by the County of Sacramento. In 1978, California
voters approved the Jarvis-Gann Amendment, popularly known as “Proposition 13”. Proposition 13 abolished the
practice of periodic reassessment of properties, based on market value appraisals, and limited increases on assessed
values to 2% per year. The only circumstances under which properties are reassessed to current market value are
upon a market sale, or completion of new construction or substantial renovation of a property. Ad valorem tax rates
are limited to a general rate of 1%, plus the rates needed to service any bonded indebtedness. Voter-approved direct
assessments can also be added and are often related to the installation of infrastructure.
This appraisal assumes a market sale of the subject property, rendering the current total ad valorem tax amount
irrelevant to our analysis. In projecting real estate tax expenses for the subject property, we apply the ad valorem
tax rate to our stabilized market value conclusion, and add direct assessments as reported on the most recent tax
bill; however, for reporting purposes, as well as a test of reasonableness for the current assessed values, we
summarize the subject’s most recent tax bill below:

REAL ESTATE ASSESSMENT AND TAXES
ASSESSED VALUES

Tax ID/APN
Land
Improvements
Total
REAL ESTATE TAXES Tax ID/APN
Ad Valorem Taxes @ 1.0503%
Direct Assessments
Elk Grove Unified Mello-roos
Laguna Ridge CFD 2005-1
Elk Grove Unified Mello-roos
Misc. Direct Assessments
Total Real Estate Taxes

Total Subject
$993,512
$8,598,004

132-2130-004
$480,197
$4,299,002

132-2130-005
$513,315
$4,299,002

$9,591,516

$4,779,199

$4,812,317

Total Subject
$100,740
$44,546

132-2130-004
$50,196
$21,608

132-2130-005
$50,544
$22,938

$28,473
$3,616
$12,457

$13,739
$1,768
$6,101

$14,734
$1,848
$6,356

$145,286

$71,804

$73,482

D ELINQUENCY
Per the tax collector/title report, the subject property is currently encumbered by delinquent taxes. For purposes of
this appraisal, we assume that all outstanding taxes have been paid, and that the subject has a clear and marketable
title.
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B EST U SE

A determination of highest and best use is necessary prior to valuation of a property. In the sixth edition of The
Dictionary of Real Estate Appraisal, the Appraisal Institute defines Highest and Best Use as: “The reasonably probable
and legal use of vacant land or an improved property which is physically possible, appropriately supported, financially
feasible, and that results in the highest value.”
We conduct four tests to determine the highest and best use of the subject property:
•

Legally permissible per the applicable zoning standards and other restrictions

•

Physically possible

•

Financially feasible

•

Maximally productive

Typically, these tests are applied in the order listed above. The highest and best use of a property is the one that
meets the first three criteria and will produce the greatest future benefit to the owner. Analysis of the highest and
best use of the land assumes that the subject site is vacant and available for development to the determined highest
and best use. The analysis of Highest and Best Use As Improved determines whether continued use as is, alteration,
or demolition and redevelopment constitutes the maximally productive use of the existing improvements.

A S I F VACANT
L E G A L L Y P E R M I S SI B LE
The subject is zoned BP, Business Professional Office. Based on this zoning designation, the site can be developed
with various office uses. No other restrictions have been identified that would limit development of the property
beyond the development standards stipulated by the municipal code for the subject’s designated zoning.

P H Y S I C A L LY P O SS IB LE
The subject site is comprised of 2 contiguous parcels. Its shape is rectangular, and its topography is level. Access
and infrastructure are adequate. Overall, the physical site attributes result in average utility, and the property could
be developed to a variety of uses per the provisions of its zoning designation, and with the approval of the local
planning department.

F INA NC IA L LY F E A SI BLE
Based on our review of the market, it appears that the value of a new office use on the subject site would be
commensurate with its cost to build. Demand in the area is adequate to justify new construction, and near-term
development of an office use on the subject site is determined to be financially feasible.

M A X I MA L LY P R OD U C TI V E
Uses that are legally permissible, physical possible, and financially feasible on the subject site include office. In order
to determine the maximally productive use, we have compared rents, occupancy, operating expenses, and rates of
return for each use’s ideal improvement. Based on this analysis, we have determined that a newly developed office
use would render the highest residual land value; therefore, near-term development of a new office use on the
subject site is determined to be the maximally productive use of the property as vacant.
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Of the uses that would likely be developed on the subject site, only office use meets the first three criteria (legally
permissible, physically possible, and financially feasible); therefore, near-term development of a new office use
would render the highest residual land value, and is determined to be the maximally productive use of the property.

C O NC LU S I ON – H I GH E ST & B E S T U SE A S I F V A C A NT
The foregoing analysis indicates that only office use meets the four criteria utilized in determining highest and best
use; therefore, near-term development of a new office use is determined to be the highest and best use of the
subject as vacant.

A S I MPROVED
The subject property is improved with an event center. The current use of the subject appears to be legally
conforming. In their current configuration, the subject improvements are adequately suited to their current use. We
have explored several possible uses of the property as shown below.

E V E NT C E N TE R
An entity related to the real property owner operates a business known as The Falls Event Center at the subject.
This business has been operating at the property since early 2015. Given the special use nature of the real estate
improvements it was necessary to evaluate the financial performance of the owner’s business at the subject
property. We were provided some financial records regarding the business operation. These are summarized as
follows:
Unaudited Gross Booking Sales Volume Per Month:
BOOKING SALES
Elk Grove

Jan

Feb

Mar

Apr

May

June

July

Aug

Sept

Oct

Nov

Dec

ANNUAL

Dec

ANNUAL

2013
2014
2015
2016
2017

Unaudited Cash Collections Per Month:

CASH COLLECTED
Elk Grove

Jan

Feb

2013
2014
2015
2016
2017
2018
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Unaudited Income and Expenses Per Month January 2017 to June 2017:
Jan 17

Feb 17

Mar 17

Apr 17

May 17

Jun 17

YTD TOTAL

Ordinary Incom e/Expense
Incom e
47000 · REVENUE
Total Incom e
Cost of Goods Sold
54000 · Cost of Services
Total COGS
Gross Profit
Expense
60000 · PAYROLL & BENEFITS
61000 · OFFICE EXPENSE
61650 · UTILITIES
61700 · COMPUTER EXPENSES
61800 · REPAIRS & MAINTENANCE
62000 · MARKETING & ADVERTISING
63000 · PROFESSIONAL & LEGAL FEES
64000 · TRAVEL & ENTERTAINMENT
65000 · CORPORATE INSURANCE
67000 · CORPORATE TAX
Total Expense
Net Ordinary Incom e

THE FALLS EVENT CENTER APPRAISAL

)

Case 18-25208

Doc 11

Filed 08/02/18 Entered 08/02/18 11:51:40
Document
Page 150 of 187

Desc Main

HIGHEST AND BEST USE

37

Revenue and cash collections have been around $1,200,000 annually. Expenses are more difficult to project give the
limited amount of data. For 2016 and 2017 expenses appears to be averaging $1,328,480, however within this
expense could be some non-applicable expenses. Given the lack of detail from the financials provided it is difficult
to make able precise projections for the event center business operation, however based on the financial
information provided it appears that the event center business has a low profit potential relative to the overall value
of the real property. Without historical evidence of sufficient profit to support a reasonable return to the real estate
value the event center business is a questionable use for the property.
In our opinion, most prospective buyers of the real estate would have reservations regarding the viability of the
property for continued event center operation considering its financial performance over the past several years.
With that said, there’s always some speculative buyers that believe operations could be changed to create a
profitable business. These buyers however would likely base purchase price decisions on prices being paid for closely
similar comparable properties located in the subject market as opposed to any income forecast of a prospective
event center operation. The most closely resembling real estate assets to the subject would be commercial and
office buildings where there has been abundant of sales in the local marketplace.
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O FF IC E U SE
The subject property could easily be converted into an office use. The two-building set-up would be ideal for two
separate office uses. The location, building design and size would be appropriate for this use. The abundance of
parking would be suitable for medical office uses that is in good demand in the subject area. There would be
necessary conversion costs to create functional office uses but these costs are believed to be financially feasible.
Conversion tenant improvement work is necessary as the current build-out is not appropriate for office use. As will
be shown later in this report the net operating income potential from this use is around $480,000 annually. The
conversion cost to create a functional office use is estimated to be $1,600,000. Given this income capability of the
property as a converted office and recognizing the conversion cost, this use is considered the maximally productive
and highest and best use of the property.

C O NC LU S I ON – H I GH E ST & B E S T U SE A S I M P RO V E D
The highest and best use as improved warranted an analysis of alternative real property use of the property given
evidence provided of the low profitability of the event center and the fact that the improvements are so specific to
the event center operation. Our analysis indicated the highest and best use of the subject property would be for
conversion to office use. This use has a far greater income potential as compared to an event center property use.
Based on the foregoing, conversion into office use appears to be the only use that meets all four criteria; therefore,
conversion to office use is concluded to be the highest and best use of the subject property as improved.

M OST P ROBABLE P URCHASER
Considering the physical attributes of the subject, its leased status, and trends in the market, the most probable
purchaser of the subject property would be owner-user office users for each of the buildings.

THE FALLS EVENT CENTER APPRAISAL

Case 18-25208

Doc 11

Filed 08/02/18 Entered 08/02/18 11:51:40
Document
Page 152 of 187

Desc Main

VALUATION PROCESS

39

VA LUATION P ROCESS
In developing an opinion of value, appraisers consider the Cost Approach, Sales Comparison Approach and the
Income Approach. These three valuation methods are defined in the following table:
VALUATION METHOD
Cost Approach

Sales Comparison Approach

Income Capitalization Approach

1

DEFINITION
In this approach, the contributory value of the improvements (after
deductions for accrued physical depreciation, functional obsolescence,
and external obsolescence) is added to the value of the land as if it
were vacant per our determination of highest and best use. If the
interest appraised is other than fee simple, additional adjustments may
be necessary for non-realty interest and/or the impact of existing
leases or contracts.1
In this approach, recent sales of similar properties in the marketplace
are compared directly to the subject property, based upon a marketderived unit of comparison (i.e. price per square foot). We analyze
physical, locational, and geographic differences between the subject
and each comparable, and apply quantitative or qualitative
adjustments to the comparables in order to arrive at an indication of
value. The theoretical basis for this approach lies in the principle of
substitution, whereby investors or owner-users are able to
comparison-shop and set prices based on relative differences in
properties. The reliability of an indication found by this method
depends on the quality of the comparable data found in the
marketplace.1
The income approach utilizes a market-oriented rate of return to
convert a property’s potential income into a value indication
(capitalization). The approach considers explicitly considers rent,
vacancy, expense, and capitalization/discount rate trends in the
subject’s market, and reflects the primary analysis employed by most
investors in leased commercial real estate assets. The two most
commonly used income approach methodologies are direct
capitalization and discounted cash flow analysis. These are frequently
employed separately or in concert, depending upon the economic
characteristics of the property, and the anticipated process of the most
probable purchaser. The theoretical basis for this approach comes
from the principle of anticipation and substitution. The principle of
anticipation applies because the value of a property is the present
value of expected future cash flow. The principle of substitution is also
applicable, because rental rates for the subject property must be in line
with those of competitive space. Furthermore, the value estimated by
the income capitalization approach assumes that investors will earn a
rate of return consistent with that available for alternative investments
of comparable risk.1

Real Estate Education Company, “Income Property Appraisal”, 1991.
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Given the physical and economic characteristics of the property, as well as the most probable purchaser concluded
in the analysis of Highest and Best Use, the following valuation methods are employed:
VALUATION METHODS UTILIZED
Approach
Cost Approach
Sales Comparison Approach
Income Capitalization Approach

Applicability to Subject
Not Applicable
Applicable
Applicable

Use in Assignment
No
Yes
Yes

Weight in Reconciliation
None
Primary
Secondary

The valuation process is concluded by reconciling the value indications of all approaches utilized to a final value
indication or range of value indications. The reliability of each approach, and resulting emphasis given in the final
reconciliation, is determined based upon the quantity, quality, and overall reliability of its data
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S ALES C OMPARISON A PPROACH
M ETHODOLOGY
In the sales comparison approach, we develop an opinion of value of the subject by compiling, verifying, and
comparing recent and pending sales, as well as listings of properties similar in locational, physical, and economic
attributes. The sales comparison approach is based upon the principle of substitution, which states that when a
property is replaceable in the market, its value tends to be set at the cost of acquiring an equally desirable substitute
property, assuming that no costly delay is encountered in making the substitution.
The sales comparison approach to value involves the following steps:
•

Determine the Unit of Comparison: Examine market trends, interview market participants, and consider
market data in order to determine the most widely used unit of comparison for properties with
characteristics similar to those of the subject. For purposes of this analysis, the unit of comparison utilized
is price per square foot of rentable area.

•

Compile and Verify Comparable Data: Research is conducted to compile comparable pending sales, closed
sales, and active listings of properties that are similar to the subject in location, size, density, construction
age and quality, and other physical, legal, and economic characteristics. A reasonable effort has been made
to verify the salient facts of each comparable transaction, as well its arm’s length status. In the event that
we are unable to confirm a comparable with a direct party to the transaction, we have obtained secondary
verification from public records and other market sources unless otherwise noted.

•

Comparison and Adjustment: Once the comparable data set has been identified, we adjust each sale/listing
to account for specific differences in value-impacting transactional, locational, physical, and legal attributes
(elements of comparison). All adjustments are applied to the comparables as they relate to the subject
property.

•

Reconciliation: The value indications rendered from the adjustment process are evaluated for reliability and
relevance to the subject, and reconciled to a single value conclusion for the subject property. The relevance
of each comparable is largely captured in a comparison of the net and overall adjustments that are
necessary in the adjustment process.

The following exhibits summarize the comparable data set that has been determined to be most relevant to the
subject for purposes of sales comparison:

C OMPARABLE I MPROVED S ALES
On the following pages, we present a summary of the comparable improved sales that have been determined to be
most relevant to the subject, including maps and photos.
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Sale 1
Corporate Way Executive Park

Sale 2
Laguna West Business Park

Sale 3
River Plaza Corporate Center

Sale 4
7218 Laguna Blvd.

Sale 5
9340 W Stockton

Sale 6
Laguna Gateway Business Park
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SUMMARY OF COMPARABLE IMPROVED SALES

No.
1

2

3

4

5

6

Date of Sale;
Sale Status
Mar-18
Closed

Yr. Blt.;
# Stories;
% Occ.
2006
1
0%

Acres;
FAR;
Parking Ratio
0.76
0.19
3.51/1,000

Effective Sale
Rentable
Property/Location
Price
SF
$/Rentable SF Cap Rate
Corporate Way Exewcutive Park
$1,348,910
6,274
$215.00
–
1120 Corporate Way
Sacramento
Sacramento County
CA
Tax ID: 031-0054-026
Grantor: PAC West Office Properties LP
Grantee: Nguyen Chiropractic Corp
Comments: The property sold vacant to a user. The space was in a shell condition. The buyer is building out to medical office. The building has
Interstate Highway 5 visibility. The property was on the market for 12 months.
Laguna West Business Park
Oct-17
2004
0.29
$1,450,000
11,520
$125.87
–
3101 Dwight Road
Closed
1
0.91
Sacramento
100%
2.86/1,000
Sacramento County
CA
Tax ID: 119-1910-011
Grantor: Cemo Properties LLC
Grantee: Elk Grove Bible Church
Comments: The property was purchased by one of the tenants who occupied most of the building. It has good exposure from Laguna Blvd. and Dwight
Road.
River Plaza Corporate Center
Nov-16
2008
0.26
$2,316,000
15,637
$148.11
–
2542 River Plaza Drive
Closed
2
1.00
Sacramento
0%
1.28/1,000
Sacramento County
CA
Tax ID: 274-0680-009
Grantor: River Plaza Properties
Grantee: Comp Lex Landlords LLC
Comments: The property sold vacant to a user. The space was finished to open floorplan of average finishes.
7218 Laguna Blvd.
Oct-16
1992
0.83
$1,575,000
10,200
$154.41
–
7218 Laguna Blvd.
Closed
1
0.28
Sacramento
100%
1.76/1,000
Sacramento County
CA
Tax ID: 116-0061-101
Grantor: Ethan Conrad Properties
Grantee: RRKT Holdings LLC
Comments: The property is designed as a daycare or small school and was vacant for over a year prior to sale. The Buyer will occupy the space as a
Montessori school. The property includes 12,000 SF of playground space. It has limited road exposure.
9340 W Stockton
Sep-16
1997
0.97
$1,800,000
7,281
$247.22
–
9340 W Stockton
Closed
1
0.17
Sacramento
0%
5.08/1,000
Sacramento County
CA
Tax ID: 116-0860-009
Grantor: Moore Family Trust
Grantee: Hatuey Properties LLC
Comments: The property was purchased for owner-occupancy. The buyer will continue to operate it as a dental office. It has adequate road frontage
along Highway 99.
Laguna Gateway Business Park
Mar-18
2006
3.73
$12,200,000
48,321
$252.48
6.75%
9280 W Stockton
Closed
2
0.30
Elk Grove
100%
4.55/1,000
Sacramento County
CA
Tax ID: 116-0310-017
Grantor: Jackson Properties
Grantee: IMA Oakdale LLC
Comments: The property is a multi-tenant office property occupied by 11 tenants. It sold on a 6.75% cap rate.
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COMPARABLE IMPROVED SALES ADJUSTMENTS
Common Name
Address
City
County
State
Sale Date
Sale Status
Sale Price
Financing Terms Adjustment
Conditions of Sale Adjustment
Expenditures After Sale
Effective Sale Price
Rentable Area
Price per SF of Rentable Area
Property Rights
% Adjustment
Financing Terms
% Adjustment
Conditions of Sale
% Adjustment
Market Conditions
Annual % Adjustment
Cumulative Adjusted Price
Location
% Adjustment
Access/Exposure/Visibility
% Adjustment
Building Size
% Adjustment
$ Adjustment
Year Built/Condition
% Adjustment
Construction Quality/Design
% Adjustment
Parking Ratio
% Adjustment
Floor-Area Ratio (FAR)
% Adjustment
Economic Attributes
% Adjustment
Net $ Adjustment
Net % Adjustment
Total % Adjustment
Indication for Subject

Subject
The Falls Event Center
8280 and 8290 Elk Grove
Elk Grove
Sacramento
CA

13,387

4%

Range of Comparable Indications
Average
Median
Indicated Value

Sale 1
Corporate Way
1120 Corporate Way
Sacramento
Sacramento
CA
Mar-18
Closed
$1,035,210
$0
$313,700
Finishout Cost
$1,348,910
6,274
$215.00
Fee Simple
–
Cash to seller
–
Arm's Length
–
Mar-18
1%
$217.15
Similar
–
Similar
–
Similar
–
$0.00
Inferior
5%
Inferior
5%
Inferior
20%
Similar
–
Similar
–
$65.15
30%
31%
$282.30

Sale 2
Sale 3
Laguna West Business River Plaza Corporate
3101 Dwight Road
2542 River Plaza Drive
Sacramento
Sacramento
Sacramento
Sacramento
CA
CA
Oct-17
Nov-16
Closed
Closed
$1,450,000
$2,316,000
$0
$0
$0
$0
–
–
$1,450,000
$2,316,000
11,520
15,637
$125.87
$148.11
Leased Fee
Fee Simple
–
–
Cash to seller
Cash to seller
–
–
Arm's Length
Arm's Length
–
–
Oct-17
Nov-16
3%
7%
$129.64
$158.48
Inferior
Similar
10%
–
Similar
Inferior
–
10%
Similar
Similar
–
–
$0.00
$0.00
Inferior
Inferior
5%
5%
Inferior
Inferior
25%
15%
Inferior
Inferior
20%
25%
Similar
Similar
–
–
Similar
Similar
–
–
$77.79
$87.16
60%
55%
65%
66%
$207.43
$245.64

Sale 4
7218 Laguna Blvd.
7218 Laguna Blvd.
Sacramento
Sacramento
CA
Oct-16
Closed
$1,575,000
$0
$0
–
$1,575,000
10,200
$154.41
Fee Simple
–
Cash to seller
–
Arm's Length
–
Oct-16
7%
$165.22
Similar
–
Inferior
10%
Similar
–
$0.00
Inferior
15%
Inferior
15%
Inferior
25%
Similar
–
Similar
–
$107.39
65%
77%
$272.61

Sale 5
9340 W Stockton
9340 W Stockton
Sacramento
Sacramento
CA
Sep-16
Closed
$1,800,000
$0
$0
–
$1,800,000
7,281
$247.22
Fee Simple
–
Cash to seller
–
Arm's Length
–
Sep-16
7%
$264.52
Similar
–
Superior
-5%
Similar
–
$0.00
Inferior
10%
Inferior
5%
Inferior
15%
Similar
–
Similar
–
$66.13
25%
34%
$330.66

Sale 6
Laguna Gateway
9280 W Stockton
Elk Grove
Sacramento
CA
Mar-18
Closed
$12,200,000
$0
$0
–
$12,200,000
48,321
$252.48
Leased Fee
–
Cash to Seller
–
Arm's Length
–
Mar-18
2%
$257.53
Superior
-5%
Similar
–
Inferior
10%
$25.75
Similar
–
Similar
–
Inferior
15%
Similar
–
Similar
–
$51.51
20%
22%
$309.03

$207.43 - $330.66
$274.61
$277.45
$300.00

A DJUSTMENT P ROCESS
Each comparable is compared to the subject based upon the elements of comparison that have been determined to
be relevant to the subject’s property type and location. Attributes of the comparable that are deemed to be inferior
to the subject warrant an upward adjustment; whereas, superior attributes warrant a downward adjustment.
Depending upon the availability and reliability of market data, adjustments are applied quantitatively (expressed as
a percentage or dollar-per-unit amount) or qualitatively (inferior/similar/superior). Comparables that require less
net and overall adjustment are often considered to be more reliable indicators of value; however, each comparable
is evaluated by the appraiser in order to arrive at a final reconciled value.
The analysis of the subject property is completed on an individual building basis, which is consistent with the most
probable buyer being separate owner-user buyers for each building.
In addition, the subject is valued assuming the interior is already converted to office use. After arriving at the
converted office value, a deduction will be applied to arrive at an as is value.
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E X PE ND ITU RE S I M M E D IA TE L Y A FTE R S A LE – E F FE C TIV E S A LE P RI C E
In order to arrive at the effective sale price, the actual sale price of each comparable is adjusted to account for any
expenditures planned by the buyer immediately after sale, such as capital expenditures, cost to cure deferred
maintenance, or lease-up costs.
Sale 1 was in a shell state. This comparable was adjusted upward by $313,700 or $50 per square foot for finish-out
cost.

P R O PE RT Y R I GH TS C ONV E YE D
This adjustment accounts for any impact that the property rights transferred to the buyer may have on sale price.
For leased fee properties, the length of leases in place and the relationship of market to contract rent could impact
value. Some properties may appeal to an owner-user or an investor, resulting in a premium or discount per market
trends. If a buyer acquires the leasehold interest in a comparable, then an adjustment may be necessary that
accounts for the impact to the of ground rent and/or risk associated with the expiration of the ground lease to the
sale price.
The subject property is owner-occupied and is fee simple estate. This is similar to most of the sale. Sale 2 sold as a
leased fee interest, but the buyer was a tenant. Sale 6 was an investor purchase, but no premium or discounted is
believed to be necessary for its leased fee sale. No adjustments are necessary.

F INA NC IN G T E RM S
This adjustment accounts for the impact of atypical financing that influenced the sale price, such as seller financing
or assumption of existing financing with favorable or unfavorable terms.
To the best of our knowledge, all of the sales utilized in this analysis were accomplished with cash or market-oriented
financing, and/or the cash equivalent sale price has been reported. No adjustments are warranted.

C O ND I TI O NS

OF

S A LE

This category accounts for other factors that may have influenced the sale price, primarily pertaining to seller
motivation, such as seller distress (short sale, REO, auction) or buyer motivation, such as an assemblage. In the case
of active listings, this adjustment can also capture the disparity between asking prices and the achievable sale price
expected by the appraiser or a party to the sale.
All of the comparables reflect arm’s length transactions of adequately exposed properties, and involving
knowledgeable buyers and sellers. No adjustments are applied.

M A R KE T C O ND IT IO N S
The comparable sales closed between . Based upon trends in rent, vacancy, and capitalization rates, it appears that
market conditions have been over this time. As such, we apply a 4% annual adjustment to the comparable data set
in order to account for market conditions over the period during which the comparable sales occurred.

L O C A TI ON
The appeal of a property’s location to users of and/or investors in a particular property type can influence value
significantly. This factor broadly considers the impact of demographics, geographical attributes, and local land use
trends on pricing. Comparisons of location can often be derived, or even quantified, by examining rent, vacancy,
capitalization rate, and land value trends in the subject and directly competitive areas.
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The subject is located along Elk Grove Boulevard in Elk Grove. In comparison to the subject, most of the comparable
locations are mostly similar to the subject property. Sale 2 is located in a slightly less desirable location and warrants
an upward adjustment of 10%. Sale 6 is located in a slightly superior area of Elk Grove. This sale warranted a
downward adjustment of 5%. No other location adjustments are needed.

A C C E S S /E X P OSU RE /V I S I BI LI TY
Depending upon property type, access and visibility from major thoroughfares can impact a property’s appeal to its
typical investor and/or user. The subject is a/an event center property, and benefits from its exposure along a major
commercial arterial, as well as its proximity to the freeway.
The subject has good frontage and visibility from two roads. Sales 3 and 4 lack good visibility and require an upward
adjustment of 10%. Sale 5 has highway visibility and is rated slightly superior. This sale was adjusted down by 5%.

B U I LD I N G S IZ E
Building size and price per square foot typically have an inverse relationship. Larger buildings tend to achieve lower
pricing on a per-unit basis due to their economies of scale, and smaller pool of prospective buyers. Based on our
review of trends in the local market, it appears that this principle is true for the subject property and its competitors.
Each subject building is being valued separately in this analysis as it is believed they would be sold separately. The
subject building has a size that is comparable to most of the sales. Sale 6 is considerably larger in size to the subject
building. This sale warranted an upward adjustment of 10% for its larger size as compared to one of the subject
buildings. The differences in building sizes for the remaining sales does not warrants any adjustments.

Y E A R B U IL T /C O ND ITI O N
While the age of a property can impact achievable pricing, the overall condition rating is often a more accurate and
important element of comparison, as the condition rating considers maintenance and renovations that have
occurred since the property’s original construction date.
The subject property was constructed in 2014. As discussed in the “Improvements Analysis” section, the effective
age of the property is estimated at 4 years, and based on the type and quality of construction, its economic life is
estimated at 50 years. The property’s condition rates superior to most of the sales. Upward age/condition
adjustments from 5% to 15% were applied to sales 1-5. Sale 6 is similar in condition and no adjustments are
necessary for its condition/age.

C O NS T RU C TI ON Q U A LI T Y /D E SI G N
This category considers the impact of construction materials and workmanship, functional utility, and overall design
on achievable pricing. In the “Improvements Analysis” section, the quality of the subject was determined to be good.
The property’s quality rates superior to all of the sales. Upward age/condition adjustments from 5% to 25% were
applied to the sales.

P A RK IN G R A TI O
Depending upon property type and market orientation, higher parking ratios can impact pricing positively. In urban
settings where street parking is minimal, properties with parking amenities can often generate additional income by
leasing spaces to tenants of the building or other parties. By the same token, low parking ratios at this type of
property will not necessarily impact value negatively. In suburban settings, properties with above-average parking
ratios may not achieve premiums; rather, the additional parking may be considered a super-adequacy. A belowaverage parking ratio at such a property may impact its pricing negatively.
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The subject’s parking ratio is 9.82. This is far superior to the comparable sales. Upward age/condition adjustments
from 15% to 25% were applied to the sales.

F L O O R -A RE A R A T I O
In most cases, higher floor-area ratios impact property values positively. It is noted, however, that a lower FAR could
imply expansion/redevelopment potential. The subject’s FAR is 0.14, which means it has a very low density. There
is a possibility that expansion or resubdivision could occur to create more building or another lot between the two
buildings. We believe the subject’s favorable FAR and expansion possibilities has already been reflected in the
parking ratio adjustments shown above.

E C O N OM IC A TT RI BU TE S
This category accounts for economic characteristics that have not already been accounted for under the “Property
Rights Conveyed” adjustment. These can include the credit quality of existing tenants, the length of remaining lease
terms, the relationship of contract rents to market, and occupancy levels.
The subject is owner-occupied. Most of the sales were either owner-occupied or had a few tenants. No adjustments
for economic attributes are believed to be necessary.

S ALES C OMPARISON A PPROACH C ONCLUSI ON
After adjustment, the comparables support a range of value indications from square foot per square foot. The
average and median indicators are $125.87 - $252.48 and $207.43 - $330.66 per square foot, respectively. Sale 2 is
an outlier and has been given lower weight. The other sales range from $245 to $330 per square foot with an average
of $282 per square foot.
In order to arrive at the market value as is, adjustments are necessary for office conversion costs. We estimate the
office conversion cost to be $60 per square foot or $1,600,000.
Given the foregoing analysis, we conclude to a value indication by sales comparison as follows:

SALES COMPARISON APPROACH VALUE CONCLUSION
Indicated Value per SF
Square Feet Per Building

$300.00
13,387

Indicated Value Per Building - As If Finished for Office
No. of Buildings
Total Value
Adjustments
Office Conversion Cost

-$1,600,000

Total Adjustments
Indicated Value
Rounded

-$1,600,000
$6,432,200
$6,400,000
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I NCOME C A PITA LIZATION A PPROACH
M ETHODOLOGY
In the income capitalization approach, we develop an opinion of value by converting the property’s anticipated
income into present value, using a rate of return. The income capitalization approach to value involves the following
steps:
•

Estimate potential revenue: Consider leases in place, as well as potential income generated by vacant space
and any other miscellaneous sources.

•

Estimate effective gross income: Determine an appropriate stabilized vacancy and collection loss deduction
from total potential revenue.

•

Estimate net operating income: Determine appropriate deductions for typical operating expenses for the
subject’s property type and location. These include fixed and variable operating expenses, and may also
include a provision for replacement of short-lived building components.

•

Convert net operating income into value: Apply a market-derived rate of return to the anticipated income
stream(s) to render an indication of value.

The two most commonly-employed income capitalization approach techniques are direct capitalization and
discounted cash flow analysis. In direct capitalization, one year of net operating income is divided by a marketderived capitalization rate to provide an indication of value. In discounted cash flow analysis, a series of anticipated
net income streams, including income from the future resale of the property, are discounted over a holding period
to estimate present value. Discounted cash flow analysis is most appropriate when analyzing a property with
irregular cash flows.
Depending upon the property type, and complexity of its lease structures and operating costs, a typical investor may
employ one or both methods. If adequate data is available to support the various assumptions required, many
market participants would perform both analyses and reconcile the value indications.
Given the economic characteristics of the property, as well as typical behavior of investors in this property type, we
use only direct capitalization.

S UBJECT I NCOME A N ALYSIS
The subject property is owner occupied.

M ARKET R ENT A NALYSIS
An analysis of market rent for the subject’s lease spaces is performed by surveying competitive properties and
market participants for recent and pending leases, as well as active listings. Our market rent conclusions are then
utilized to estimate potential income for vacant space, and to evaluate the impact of contract rents in place that
differ from market.

R E N T A N A L Y SI S - O F FIC E
Comparables pertinent to the subject’s office space are summarized in the tables and exhibits that follow.
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C OMPARABLE L EASE M AP
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Lease 1
Laguna Gateway Business Park

Lease 2
Laguna Springs II

Lease 3
9290 W Stockton Boulevard

Lease 4
9045 Bruceville Road
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COMPARABLE LEASE SURVEY - OFFICE

No.
1

Comparable Lease
Year Built;
Lease Start;
Rent/SF;
Building SF; Tenant;
Term (Mos.);
Expense Basis;
Rent Concessions (Mos.);
Property Information
Parking Ratio Lease SF
Lease Type
Escalations
TI Allowance/SF
Laguna Gateway Business Park 2003
Sutter Healthcare
Jul-17
$26.52
None
9280 West Stockton Boulevard 48,324
4,541
48
Full Service
None
Elk Grove
–
New
$0.05 annually
Sacramento County
CA
Comments: This space was leased July of 2017 for a four year term. The space has annual $0.05 rental increases and featured no free rent
incentives. The space did not feature any TI work and was leased 'as-is'.

2

Laguna Springs II
2004
Laguna Physical
Dec-16
$24.72
1 Month
9563 Laguna Springs Drive
3,124
3,124
60
Full Service
None
Elk Grove
–
New
$0.05 annually
Sacramento County
CA
Comments: This renewal lease was signed August of 2016, but commenced December of 2016. The space has annual rent increases and the
tenant was provided with one-month of free rent.

3

9290 W Stockton Boulevard
2007
Not Disclosed
Jun-17
$30.00
None
9290 W Stockton Boulevard
8,522
2,730
60
Full Service
None
Elk Grove
–
New
$0.05 annually
Sacramento County
CA
Comments: This space was leased July of 2017 for a four year term. The space has annual $0.05 rental increases and featured no free rent
incentives. The space did not feature any TI work and was leased 'as-is'.

4

9045 Bruceville Road
2007
Listing
9046 Bruceville Road
21,216
4,700
Elk Grove
–
Sacramento County
CA
Comments: This is a listing of good quality office
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LEASE ADJUSTMENT GRID - OFFICE
Property Name
Address
City
County
State
Lease Start Date
Lease Term (Months)
Tenant Name

Subject
The Falls Event Center
8280 and 8290 Elk Grove
Elk Grove
Sacramento

Leased SF
Expense Basis
Effective Rent/SF/Yr
Expense Structure
$ Adjustment
Adjusted Rent
Conditions of Lease
$ Adjustment
Adjusted Rent
Market Conditions
Annual % Adjustment
Cumulative Adjusted Rent
Location
% Adjustment
Access/Exposure
% Adjustment
Size
% Adjustment
Building Quality
% Adjustment
Age/Condition
% Adjustment
Parking
% Adjustment
Net $ Adjustment
Net % Adjustment
Total % Adjustment
Indication for Subject
Range of Comparable Indications
Average
Median
Indicated Rent

4%

Lease 1
Laguna Gateway
9280 West Stockton
Elk Grove
Sacramento
CA
Jul-17
48
Sutter Healthcare

Lease 2
Laguna Springs II
9563 Laguna Springs
Elk Grove
Sacramento
CA
Dec-16
60
Laguna Physical
Therapy and Hand
Rehabilitation
3,124
Full Service
$24.72
Full Service
–
$24.72
Arm's Length
–
$0.00
Dec-16
7%
$26.45
Similar
–
Similar
–
Superior
-10%
Inferior
10%
Inferior
5%
Inferior
10%
$3.97
15%
23%
$30.42

4,541
Full Service
$26.52
Full Service
–
$26.52
Arm's Length
–
$0.00
Jul-17
4%
$27.58
Similar
–
Similar
–
Superior
-10%
Similar
–
Inferior
5%
Inferior
10%
$1.38
5%
9%
$28.96
28.5808
$28.33 - $33.08

Lease 3
9290 W Stockton
9290 W Stockton
Elk Grove
Sacramento
CA
Jun-17
60
Not Disclosed

Lease 4
9045 Bruceville Road
9046 Bruceville Road
Elk Grove
Sacramento
CA
Listing
Nego
Listing

2,730
Full Service
$30.00
Full Service
–
$30.00
Arm's Length
–
$0.00
Jun-17
5%
$31.50
Similar
–
Similar
–
Superior
-10%
Similar
–
Inferior
5%
Inferior
10%
$1.58
5%
10%
$33.08

4,700
Full Service
$28.40
Full Service
–
$28.40
Arm's Length
–
$0.00
Listing
-5%
$26.98
Similar
–
Similar
–
Superior
-10%
Similar
–
Inferior
5%
Inferior
10%
$1.35
5%
0%
$28.33

$30.20
$29.69
$30.00

After adjustment, the office lease comparables range from $28.33 - $33.08 per square foot per year. The adjusted
comparables average $30.20 per square foot per year, and the median indicator is $29.69 per square foot per year.
Equal weight is given to all of the lease comparables.
Based on the foregoing, we conclude to a market rent conclusion for the subject’s office space of $30.00 per square
foot per year.
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I NCOME

E XPEN SE A NALYSIS

AND

P O TE N TI A L G R OS S R E N T
The table below summarizes indications of potential gross rent. Potential gross rent is commonly calculated by
applying contract rent to leased spaces and market rent to vacant and owner-occupied spaces. Potential gross rent
is projected over the 12 months following the current effective date.

POTENTIAL GROSS RENT

Space Type
Vacant Space
Office
Total Subject

SF
26,774
26,774

Market Rent
$/SF/Yr
Annual
$30.00
$30.00

$803,220
$803,220

Potential rent based on market rent for all spaces.

E X PE N SE R E C OV E RIE S
Our market rent conclusions assume full service expense structures, whereby the landlord is responsible for all
operating expenses. No reimbursement income is projected.

V A C A NC Y

A ND

C O L LE C TI ON L O S S

Vacancy data for the market, submarket, competitors, and subject is summarized in the following table.

VACANCY & COLLECTION LOSS CONCLUSION
Vacancy Rate Comments

Indicator
Market
Regional
Submarket

12.8%
9.2%

Concluded Vacancy & CL

5.0%

The subject buildings are oriented for owner-occupancy. These type of buildings generally have lower vacancy as
compared to multi-tenancy office properties. A vacancy rate lower than the sub-market is reasonable for the subject
buildings given they would be appropriate for owner-user properties.

O TH E R I N C O M E
The subject does not generate additional revenue aside from base rental income. No other income is included in our
projection of potential gross income.

H ISTORICAL

AND

P ROJECTED I NCOME

AND

E XPENSES

We were provided with limited historical operating data for the property. This data is sorted into income and
expense categories below for purposes of projecting the subject’s Year 1 net operating income.
As additional support for our expense projections, we also consider expense comparables and industry benchmarks,
as summarized below:
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$8.27

2016
$2.41
$0.18
$2.36
$0.72
$1.94
$0.23
$0.02
$0.04
$0.37
$6.43

$2.52

2016
$0.09
$0.27
$0.00
$0.64
$0.00
$0.60
$0.12
$0.03
$0.77

$10.53

$4.18
$0.25
$2.75
$0.75
$1.00
$0.50
$0.05
$0.05
$1.00
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Total Expenses

Real Estate Taxes
Insurance
Utilities
Repairs/Maintenance
Cleaning/Janitorial
Grounds
Security
General/Administrative
Management

PER SQUARE FOOT
2018
$4.20
$0.17
$0.19
$0.20
$0.77
$0.72
$0.18
$0.00
$0.00

Doc 11

Operating Data Type

State
Year Built
SF
Expense Basis

City

Address

Name

COMPARABLE EXPENSE DATA & INDUSTRY BENCHMARKS
Comp Data
Subject
Comp 1
Comp 2
Comp 3
Historical and Projected Expenses
Hospital Drive
Iron Point 9424 Big Horn
The Falls Event Center
Drive
7501 Hospital 1837 & 1839 9424 Big Horn
8280 and 8290 Elk Grove Boulevard
Drive
Iron Point
Drive
Road
Elk Grove
Folsom
Elk Grove
Elk Grove
CA
CA
CA
CA
2014
1975
2012
1990
26,025
13,601
23,259
26,774
Full Service
Full Service
Modified
Full Service
Gross
Actual
Pro Forma
Actual
Market Value As Is
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O PERATING E XPENSE A NALYSIS

AND

P ROJECTIONS

The expense projections are discussed and analyzed in the sections that follow.

R E A L E ST A TE T A X E S
As discussed in the Property Tax Analysis section, our estimate of real estate taxes assumes a market sale of the
property; therefore, this projection is based upon the as is value conclusion and the current ad valorem tax rate of
1.0503%. Our estimate also includes direct assessments as reported on the subject's most recent tax bill.

Real Estate Tax Estimate
Final As Is Value
Tax Rate
As Valorem Tax
Plus: Direct Levies
Total Taxes
Rounded

$6,400,000
1.05030%
$67,219
$44,546
$111,765
$112,000

Based on this information, we project real estate taxes expenses at $4.18 per square foot.

I NSU RA NC E
This category includes property and casualty insurance that is required or typical at the subject and similar
properties. The comparable data ranges from $0.17 - $0.27, and averages $0.21 per square foot.
Based on this information, we project insurance expenses at $0.25 per square foot.

U T IL IT IE S
This category includes all utilities billed to the owner. As noted previously, some of these expenses may be passed
through to the tenants. If this is the case, offsetting reimbursements have been accounted for in the expense
reimbursement projection. The comparable data ranges from $0.19 - $2.36, and averages $1.28 per square foot.
The historical subject data is approximately $2.75 per square foot.
Based on this information, we project utilities expenses at $2.75 per square foot.

R E PA I RS /M A I NTE NA NC E
This category accounts for the cost of ongoing systems and structural maintenance and repairs. Payroll and contract
costs associated with these services are included. The comparable data ranges from $0.20 - $0.72, and averages
$0.52 per square foot.
Based on this information, we project repairs/maintenance expenses at $0.75 per square foot.
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C LE A NI N G /J A N IT O RI A L
This category includes contract janitorial services and supplies, window cleaning, and trash removal.
comparable data ranges from $0.77 - $1.94, and averages $1.35 per square foot.

The

Based on this information, we project cleaning/janitorial expenses at $1.00 per square foot.

G R OU N D S
This category includes contract grounds keeping/landscaping. The comparable data ranges from $0.23 - $0.72, and
averages $0.52 per square foot.
Based on this information, we project grounds expenses at $0.50 per square foot.

S E C U RI TY
This category includes payroll and contract costs for security staff, as well as any expenses associated with security
systems. The comparable data ranges from $0.02 - $0.18, and averages $0.11 per square foot.
Based on this information, we project security expenses at $0.05 per square foot.

G E NE R A L /A D M IN I ST RA T IV E
This category includes office-related expenses, legal and professional fees, licensing fees, and payroll costs for onsite personnel. The comparable data ranges from $0.03 - $0.04, and averages $0.03 per square foot.
Based on this information, we project general/administrative expenses at $0.05 per square foot.

M A NA GE ME NT
This category accounts for off-site management performed by the owner or third-party management company. The
comparable data ranges from 1.4% - 4.9%, and averages 3.1% percent of EGI.
Based on this information, we project management expenses at 3.5% percent of EGI.

R E P LA C E ME N T R E SE RV E S
Based on our review of expense data for comparable properties, it appears that it is customary to account for
replacement reserves implicitly in the capitalization rate; therefore, no projection of replacement reserves is
included.

T OTAL O PERATING E XPENSES
Based on the foregoing, total operating expenses are estimated at $281,948, or $10.53 per square foot. This
compares to the comparable data, which ranges from $2.52 - $8.27 per square foot.

N ET O PERATING I NCOME
Our income and expense projections result in a Year 1 net operating income of $481,111, or $17.97 per square foot,
as summarized below.
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PROJECTION OF NET OPERATING INCOME
Market Value As Is
Income
Potential Gross Rent
Expense Reimbursements
Net Parking Income

Annual
$803,220
$0
$0

$/SF
$30.00
$0.00
$0.00

$803,220
-$40,161
$0

$30.00
-$1.50
$0.00

Effective Gross Income

$763,059

$28.50

Expenses
Real Estate Taxes
Insurance
Utilities
Repairs/Maintenance
Cleaning/Janitorial
Grounds
Security
General/Administrative
Management

$112,000
$6,694
$73,629
$20,081
$26,774
$13,387
$1,339
$1,339
$26,707

$4.18
$0.25
$2.75
$0.75
$1.00
$0.50
$0.05
$0.05
$1.00

Total Expenses

$281,948

$10.53

Net Operating Income

$481,111

$17.97

Potential Gross Income
Vacancy & Collection Loss
Other Income
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D IRECT C APITALIZATION
In order to convert the projected net operating income into value, we apply a market-derived capitalization rate.
The capitalization rate considers the expected benefits and risks that could impact the subject’s income over a typical
holding period, including the property’s income characteristics, physical attributes, and expected trending in the
market. We have utilized capitalization rates from comparable sales and national investor surveys to support our
selection of a capitalization rate.

C O MPA R A B LE D A TA
When adequate data is available, the overall rate is best derived from the comparable sales employed in the Sales
Comparison Approach. The following table summarizes capitalization rates extracted from the comparable sales
transactions.

No.
A
B
C
D
E
F
G
H

Property/Location
1839 Iron Point
7745 Greenback Lane
1831 Iron Point
2620 21st
210 Blue Ravine
100 Iron Point
8110 Timberlake Way
9280 W Stockton Blvd

CAPITALIZATION RATE COMPARABLES
Date of
City
State
Sale
Year Built
Folsom
CA
Mar-18
2006
Citrus Heights
CA
Jun-17
1990
Folsom
CA
Mar-17
2000's
Sacramento
CA
Nov-17
1960
Folsom
CA
Oct-17
2007
Folsom
CA
May-18
2002
Sacramento
CA
Apr-17
1980
Elk Grove
CA
Mar-18
2006

Rentable
Area
28,874
22,188
11,272
9,942
11,133
10,000
9,693
48,324

Range
Median
Average

Effective
$266
$225
$284
$262
$341
$325
$215
$252

Cap Rate
5.60%
6.71%
5.90%
7.75%
5.95%
7.09%
7.00%
6.75%
5.60% - 7.75%
6.73%
6.59%

The sales above indicate a wide range of capitalization rates from 5.60% - 7.75%, and average 6.59%. The median
capitalization rate is 6.73%.

I NV E S T O R S U R V E Y S
The following table summarizes capitalization rate indicators compiled from PwC’s Q1 2018 investor surveys:
INVESTOR SURVEYS
Suburban Office
Q1 2018
Last Quarter
Overall Cap Rate
Range
Average

4.00% - 9.50%
6.38%

4.00% - 9.50%
6.19%

Last Year
4.00% - 9.50%
6.18%

Source: PwC

The survey data indicates that capitalization rates for the Suburban Office property type, which currently ranges
from 4.00% - 9.50%, and averages 6.38%.

C A PI TA L IZ A TI ON R A TE S U M M A R Y

A ND

C O NC LU SI ON S

In the following table, we summarize all of the capitalization rate indicators that were discussed and analyzed in the
prior sections to derive a range of rates that the subject property is likely to fall within. In order to arrive at the final
capitalization rate conclusion, we assess the impact of various factors specific to the subject property.
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SUMMARY OF CAPITALIZATION RATE INDICATIONS
Indication
Cap Rate Range
Comparable Data - Average
6.73%
Investor Surveys - Average
6.38%
Overall Range
6.38% to 6.73%
APPRAISER RISK RATING
Risk Category
Impact
Income Characteristics
Downward
Comments: The subject buildings are being analyzed as if each were an owner-user
property. Owner-user buildings generally have lower implied capitalization rates as
compared to leased fee sales.
Competitive Market Position
Comments: Good quality, consistent with competition.

Neutral

Market Conditions
Comments: Stable conditions

Neutral

Upside/Downside Potential
Downward
Comments: Some upside for possible parcel split to create additional lot.

Overall Impact
Market Value As Is

Neutral
CAPITALIZATION RATE CONCLUSION
6.00%

D IRECT C APITALIZATION C ONCLUSION
The concluded capitalization rate is applied to our Year 1 projection of net operating income in order to arrive at
stabilized market value conclusion. Line-item deduction is applied for conversion cost in order to arrive at the market
value as is.
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DIRECT CAPITALIZATION

Effective Gross Income
Expenses
Net Operating Income
Capitalization Rate
Stabilized Value Indication
Adjustments
Office Conversion Cost
Total Adjustments
Indicated Value
Rounded

Market Value As Is
$763,059
$281,948
$481,111
6.00%
$8,018,517
-$1,600,000
-$1,600,000
$6,418,517
$6,400,000

C O NV E RS I ON C OS T
The subject buildings are designed as an event center. The market rent estimate and analysis assumed the property
was in a traditional office finish-out. The floorplan of the buildings will need modifications to create typical office
finish-out. This cost is estimated to be $50-$70 per square foot. An estimate of $1,600,000 or $58.76 per square
foot is estimated for the conversion costs.
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F INA L V A LUE C ONCLUSION

VALUE I NDICATIONS

The values rendered by the applicable approaches are summarized below.

VALUE INDICATIONS
Appraisal Premise
Effective Date
Approach
Sales Comparison Approach
Income Capitalization Approach
Reconciled

Market Value As Is
July 18, 2018
$6,400,000
$6,400,000
$6,400,000

The cost approach is most often relied upon when the improvements are new, nearly new, or proposed, allowing
for an accurate estimate of depreciation. The Cost Approach is not deemed a reliable approach to value as the
property suffers from economic and functional obsolescence. In addition, market participants for this type of
property do not rely on this approach in arriving at values. For these reasons, this approach has not been utilized.
The sales comparison approach is most often relied upon when there is adequate data reflecting recent and relevant
comparable sales. It is frequently the primary approach for owner-users, as it directly accounts for pricing of
competitive properties with similar utility. There was adequate sales data available, and an owner-user is the most
likely purchaser of the subject buildings; therefore, the sales comparison approach is given greatest weight in our
reconciliation.
The Income Approach is the valuation method most commonly used by investors, as it considers the future income
potential of the property. Reliance on direct capitalization or discounted cash flow analysis depends upon the specific
income characteristics of a property, including length of existing leases, and anticipated cash flow patterns.
The most likely purchaser of the subject property is an owner-user who is unlikely to place emphasis on the income
potential of the property; therefore, this approach is given secondary weight in our reconciliation.

F INAL O PINION

OF

VALUE

Based on the analyses undertaken, we have developed the following value opinion(s).
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VALUE CONCLUSION
Interest Appraised Date of Value
Fee Simple
July 18, 2018

Appraisal Premise
Market Value As Is

64

Value Conclusion
$6,400,000

EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL CONDITIONS
The values presented within this appraisal report are subject to the extraordinary assumptions and/or
hypothetical conditions listed below. Pursuant to the requirement within Uniform Standards of
Professional Appraisal Practice (USPAP, 2018-2019 Edition) Standards Rule 2-2(a)(xi), it is stated here
that the use of any extraordinary assumptions might have affected the assignment results.
Extraordinary Assumption(s):
1. None
Hypothetical Condition(s):
1. None

E XPOSURE T IME

AND

M ARKETING P ERIOD

Exposure time is the amount of marketing time necessary in order for the subject to have sold on the effective date;
therefore, exposure time is assumed to precede the current effective date. Marketing period is the amount of
marketing time necessary in order for the subject property to sell at a price consistent with the concluded value.
Unless a major shift is expected in market conditions, the marketing period will be similar to exposure time.
Based upon our review of comparable data and market trends, we estimate exposure time at 6 months, and the
market period at 6 months.
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C ERTIFICATION
We certify that, to the best of our knowledge and belief:
1.

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

2.

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

3.

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

4.

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

5.

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

6.

Our 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.

7.

This appraisal assignment was not based upon a requested minimum valuation, a specific valuation, or the
approval of a loan.

8.

We have not performed any services, as an appraiser or in any other capacity, regarding the property that is
the subject of this report within the three-year period immediately preceding acceptance of this assignment.

9.

Our analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity
with the Uniform Standards of Professional Appraisal Practice, as well as applicable state laws and regulations.

10. The reported analyses, opinions, and Value Indications were developed, and this report has been prepared, in
conformity with the requirements of the Code of Professional Ethics, the Standards of Professional Appraisal
Practice of the Appraisal Institute.
11. The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly
authorized representatives.
12. As of the date of this report, Scott Beebe, MAI, FRICS have completed the continuing education program for
Designated Members of the Appraisal Institute.
13. Scott Beebe, MAI, FRICS personally inspected the property.
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Scott Beebe, MAI, FRICS
California Certified General Appraiser
No. AG 015266
Ph: (925) 588-7641
Email: sbeebe@bbgres.com

– Certified General Appraiser
No. –
Ph: –
Email: –
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L IMITING C ONDITIONS

This appraisal report has been made with the following general assumptions:
1.

Any legal description or plats reported herein are assumed to be accurate. Any sketches, surveys, plats,
photographs, drawings or other exhibits are included only to assist the intended user to better understand and
visualize the subject property, the environs, and the competitive data. We have made no survey of the property
and assume no responsibility in connection with such matters.

2.

The appraiser has not conducted any engineering or architectural surveys in connection with this appraisal
assignment. Information reported pertaining to dimensions, sizes, and areas is either based on measurements
taken by the appraiser or the appraiser’s staff or was obtained or taken from referenced sources and is
considered reliable. No responsibility is assumed for the costs of preparation or for arranging geotechnical
engineering, architectural, or other types of studies, surveys, or inspections that require the expertise of a
qualified professional.

3.

No responsibility is assumed for matters legal in nature. Title is assumed to be good and marketable and in
leased fee unless otherwise stated in the report. The property is considered to be free and clear of existing liens,
easements, restrictions, and encumbrances, except as stated.

4.

Unless otherwise stated herein, it is assumed there are no encroachments or violations of any zoning or other
regulations affecting the subject property and the utilization of the and improvements is within the boundaries
or property lines of the property described and that there are no trespasses or encroachments.

5.

BBG, Inc. assumes there are no private deed restrictions affecting the property which would limit the use of the
subject property in any way.

6.

It is assumed the subject property is not adversely affected by the potential of floods; unless otherwise stated
herein.

7.

It is assumed all water and sewer facilities (existing and proposed) are or will be in good working order and are
or will be of sufficient size to adequately serve any proposed buildings.

8.

Unless otherwise stated within the report, the depiction of the physical condition of the improvements
described herein is based on visual inspection. No liability is assumed for the soundness of structural members
since no engineering tests were conducted. No liability is assumed for the condition of mechanical equipment,
plumbing, or electrical components, as complete tests were not made. No responsibility is assumed for hidden,
unapparent or masked property conditions or characteristics that were not clearly apparent during our
inspection.

9.

If building improvements are present on the site, no significant evidence of termite damage or infestation was
observed during our physical inspection, unless so stated in the report. No termite inspection report was
available, unless so stated in the report. No responsibility is assumed for hidden damages or infestation.

10. Any proposed or incomplete improvements included in this report are assumed to be satisfactorily completed
in a workmanlike manner or will be thus completed within a reasonable length of time according to plans and
specifications submitted.
11. No responsibility is assumed for hidden defects or for conformity to specific governmental requirements, such
as fire, building, safety, earthquake, or occupancy codes, except where specific professional or governmental
inspections have been completed and reported in the appraisal report.
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12. Responsible ownership and competent property management are assumed.
13. The appraisers assume no responsibility for any changes in economic or physical conditions which occur
following the effective date of value within this report that would influence or potentially affect the analyses,
opinions, or conclusions in the report. Any subsequent changes are beyond the scope of the report.
14. The value opinions reported herein apply to the entire property. Any proration or division of the total into
fractional interests will invalidate the value opinions, unless such proration or division of interests is set forth in
the report.
15. Any division of the and improvement values opined herein is applicable only under the program of utilization
shown. These separate valuations are invalidated by any other application.
16. Unless otherwise stated in the report, only the real property is considered, so no consideration is given to the
value of personal property or equipment located on the premises or the costs of moving or relocating such
personal property or equipment.
17. Unless otherwise stated, it is assumed that there are no subsurface oil, gas or other mineral deposits or
subsurface rights of value involved in this appraisal, whether they are gas, liquid, or solid. Nor are the rights
associated with extraction or exploration of such elements considered; unless otherwise stated. Unless
otherwise stated it is also assumed that there are no air or development rights of value that may be transferred.
18. Any projections of income and expenses, including the reversion at time of resale, are not predictions of the
future. Rather, they are our best estimates of current market thinking of what future trends will be. No warranty
or representation is made that these projections will materialize. The real estate market is constantly fluctuating
and changing. It is not the task of an appraiser to estimate the conditions of a future real estate market, but
rather to reflect what the investment community envisions for the future in terms of expectations of growth in
rental rates, expenses, and supply and demand. The forecasts, projections, or operating estimates contained
herein are based on current market conditions, anticipated short-term supply and demand factors, and a
continued stable economy. These forecasts are, therefore, subject to changes with future conditions.
19. Unless subsoil opinions based upon engineering core borings were furnished, it is assumed there are no subsoil
defects present, which would impair development of the to its maximum permitted use or would render it more
or less valuable. No responsibility is assumed for such conditions or for engineering which may be required to
discover them.
20. BBG, Inc. representatives are not experts in determining the presence or absence of hazardous substances,
defined as all hazardous or toxic materials, wastes, pollutants or contaminants (including, but not limited to,
asbestos, PCB, UFFI, or other raw materials or chemicals) used in construction or otherwise present on the
property. We assume no responsibility for the studies or analyses which would be required to determine the
presence or absence of such substances or for loss as a result of the presence of such substances. Appraisers
are not qualified to detect such substances. The client is urged to retain an expert in this field.
21. We are not experts in determining the habitat for protected or endangered species, including, but not limited
to, animal or plant life (such as bald eagles, gophers, tortoises, etc.) that may be present on the property. We
assume no responsibility for the studies or analyses which would be required to determine the presence or
absence of such species or for loss as a result of the presence of such species. The appraiser hereby reserves
the right to alter, amend, revise, or rescind any of the value opinions based upon any subsequent endangered
species impact studies, research, and investigation that may be provided.
22. No environmental impact studies were either requested or made in conjunction with this analysis. The appraiser
hereby reserves the right to alter, amend, revise, or rescind any of the value opinions based upon any
subsequent environmental impact studies, research, and investigation that may be provided.

THE FALLS EVENT CENTER APPRAISAL

Case 18-25208

Doc 11

Filed 08/02/18 Entered 08/02/18 11:51:40
Document
Page 182 of 187

Desc Main

STANDARD ASSUMPTIONS AND LIMITING CONDITIONS

69

23. The appraisal is based on the premise that there is full compliance with all applicable federal, state, and local
environmental regulations and laws unless otherwise stated in the report; further, that all applicable zoning,
building, and use regulations and restrictions of all types have been complied with unless otherwise stated in
the report; further, it is assumed that all required licenses, consents, permits, or other legislative or
administrative authority, local, state, federal and/or private entity or organization have been or can be obtained
or renewed for any use considered in the value opinion.
24. Neither all nor any part of the contents of this report or copy thereof, shall be conveyed to the public through
advertising, public relations, news, sales, or any other media, without the prior written consent and approval of
the appraisers. This limitation pertains to any valuation conclusions, the identity of the analyst or the firm and
any reference to the professional organization of which the appraiser is affiliated or to the designations thereof.
25. Although the appraiser has made, insofar as is practical, every effort to verify as factual and true all information
and data set forth in this report, no responsibility is assumed for the accuracy of any information furnished the
appraiser either by the client or others. If for any reason, future investigations should prove any data to be in
substantial variance with that presented in this report, the appraiser reserves the right to alter or change any
or all analyses, opinions, or conclusions and/or opinions of value.
26. If this report has been prepared in a so-called “public non-disclosure” state, real estate sales prices and other
data, such as rents, prices, and financing, are not a matter of public record. If this is such a “non-disclosure”
state, although extensive effort has been expended to verify pertinent data with buyers, sellers, brokers,
lenders, lessors, lessees, and other sources considered reliable, it has not always been possible to independently
verify all significant facts. In these instances, the appraiser may have relied on verification obtained and reported
by appraisers outside of our office. Also, as necessary, assumptions and adjustments have been made based on
comparisons and analyses using data in the report and on interviews with market participants. The information
furnished by others is believed to be reliable, but no warranty is given for its accuracy.
27. The American Disabilities Act (ADA) became effective January 26, 1992. The appraiser has not made a specific
compliance survey or analysis of the property to determine whether or not it is in conformity with the various
detailed requirements of ADA. It is possible that a compliance survey of the property and a detailed analysis of
the requirements of the ADA would reveal that the property is not in compliance with one or more of the
requirements of the act. If so, this fact could have a negative impact upon the value of the property. Since the
appraiser has no direct evidence relating to this issue, possible noncompliance with the requirements of ADA
was not considered in estimating the value of the property.
28. This appraisal report has been prepared for the exclusive benefit of the client. It may not be used or relied upon
by any other party. Any other party who is not the identified client within this report who uses or relies upon
any information in this report does so at their own risk.
29. The dollar amount of any value opinion herein rendered is based upon the purchasing power and price of the
United States dollar as of the effective date of value. This appraisal is based on market conditions existing as of
the date of this appraisal.
30. The right is reserved by the appraiser to make adjustments to the analyses, opinions, and conclusions set forth
in this report as may be required by consideration of additional or more reliable data that may become available.
No change of this report shall be made by anyone other than the appraiser or appraisers. The appraiser(s) shall
have no responsibility for any unauthorized change(s) to the report.
31. If the client instructions to the appraiser were to inspect only the exterior of the improvements in the appraisal
process, the physical attributes of the property were observed from the street(s) as of the inspection date of
the appraisal. Physical characteristics of the property were obtained from tax assessment records, available
plans, if any, descriptive information, and interviewing the client and other knowledgeable persons. It is
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assumed the interior of the subject property is consistent with the exterior conditions as observed and that
other information relied upon is accurate.
32. The submission of this report constitutes completion of the services authorized. It is submitted on the condition
the client will provide reasonable notice and customary compensation, including expert witness fees, relating
to any subsequent required attendance at conferences, depositions, and judicial or administrative proceedings.
In the event the appraiser is subpoenaed for either an appearance or a request to produce documents, a best
effort will be made to notify the client immediately. The client has the sole responsibility for obtaining a
protective order, providing legal instruction not to appear with the appraisal report and related work files and
will answer all questions pertaining to the assignment, the preparation of the report, and the reasoning used to
formulate the opinion of value. Unless paid in whole or in part by the party issuing the subpoena or by another
party of interest in the matter, the client is responsible for all unpaid fees resulting from the appearance or
production of documents regardless of who orders the work.
33. Use of this appraisal report constitutes acknowledgement and acceptance of the general assumptions and
limiting conditions, special assumptions (if any), extraordinary assumptions (if any), and hypothetical conditions
(if any) on which this opinion of market value is based.
34. If provided, the opinion of insurable value is included at the request of the client and has not been performed
by a qualified insurance agent or risk management underwriter. This cost estimate should not be solely relied
upon for insurable value purposes. The appraisers are not familiar with the definition of insurable value from
the insurance provider, the local governmental underwriting regulations, or the types of insurance coverage
available. These factors can impact cost estimates and are beyond the scope of the intended use of this
appraisal. The appraisers are not cost experts in cost estimating for insurance purposes.
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Scott Beebe, MAI, FRICS
Senior Managing Director
Work: 916-949-7360
sbeebe@bbgres.com

PROFILE
Scott Beebe is a Senior Managing Director at BBG in the Sacramento office. Mr. Beebe has over 30 years
of experience in the valuation and analysis of commercial real estate including multi-family, retail, industrial,
office, mixed-use and development land. Prior to BBG, Scott was one of the founding partners of Integra
Realty Resources in 1999. Specialized property types include all types of lodging facilities, affordable
housing, senior apartment communities, sports and health club facilities, golf course properties, automobile
dealerships, manufactured home parks, self-storage facilities, regional malls and power centers and others.
Mr. Beebe has provided valuation and consulting services for condemnation purposes, estate, financing,
equity participation and due diligence support. Specialized services include portfolio valuations, institutionalgrade property valuations, market feasibility studies and acquisition/disposition counseling. Mr. Beebe has
testified as an expert witness in superior and municipal courts. Clients served include life insurance
companies, pension funds and pension fund advisors, banks and financial institutions, conduits, developers
and investors, law firms, businesses/ corporations and government.

PROFESSIONAL AFFILIATIONS & LICENCES
Appraisal Institute, Member (MAI)
Royal Institute of Chartered Surveyors, Fellow (FRICS)
Lambda Alpha International – Honorary Land Economics Society
Board Director, Sacramento Sierra Chapter, Current Board Member and 2000-2002
Education Committee Member & Chair, (1996-2002)

General Certified Appraiser:
State of California (License # AG 015266)

EDUCATION
B.B.A. Degree, Business Administration, University of Texas, Austin, Texas, 1988
Successfully completed numerous real estate related courses and seminars sponsored by the Appraisal
Institute, accredited universities and others.
Currently certified by the Appraisal Institute’s voluntary program of continuing education for its designated
members
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