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1 Introduction

1.1 Purpose of report. The purpose of this report is to investigate and provide an opinion
on the long-term viability of agriculture as a use of the subject land, which is approximately 221
farmable acres1 lying within the Coyote Valley on the east side of Monterey Road within the City
of San José and Santa Clara County, California. This subject site is hereinafter termed the subject
property or subject of this report.

Under a separate cover, we, House Agricultural Consultants, have recently examined the agri-
cultural viability of the neighborhood containing the subject property (the set of parcels in the
Coyote Valley lying east of Monterey Road) in aggregate. This report, on the other hand, specif-
ically examines one ownership within the Coyote Valley, a orchard at the extreme south of the
Coyote Valley that has been used as a cherry orchard by the Marchese family for the past approxi-
mately fifty years. This report has been authorized by the subject property’s owner, represented by
Christopher Marchese. This report is intended for presentation to the City of San José’s Planning
Commission and the County of Santa Clara’s Planning Commission.

1.2 Executive summary. Agriculture is not a viable use of the subject property now or in
the long-term. It is being farmed to cherries at present to cover property taxes and keep the
weeds down, and appears to be in a break-even cash flow pattern through our analysis of the past
decade’s financial reports of its farming operations. However, as soon as next year, continued use as

The county assessor’s plat maps indicate a gross area of 228.7 acres, total.1
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cherries most likely will result in increasing annual cash-flow losses. Moreover, when depreciation
or capital recovery of sunk investment costs are considered in the financial analysis, the annual
operating losses to this agricultural operation are already heavy and will increase over time.

The following detrimental factors apply to the entire neighborhood of the Coyote Valley’s east
side, including the subject:

– competitively disadvantageous, high cost of doing agricultural business;
– adjacent and surrounding urban uses incompatible with farming;
– lack of any agricultural-support services in the area; and
– substantial environmental limitations and intrusions caused by adjoining wildlife-habitat,

recreational, and municipal land uses.

Due to these adverse factors, most neighboring landowners of the Coyote Valley have already
ceased to operate farming businesses on their properties.

The key limitation of the subject property that we explore in this report, which has led us to
find lack of long-term agricultural viability is its lack of profitability in its current use as cherries,
or in other potential alternative agricultural uses, as we detail in section 4.

A related specific problem—a very high cost of doing business—puts the subject property’s
agricultural operations at a major competitive disadvantage relative to other areas of northern and
central California where agriculture is viable. The result is poor profitability for any agricultural
enterprise to which the property might be put.

Finally, the prospects for profitability of agricultural enterprises on the subject are projected
to worsen for the foreseeable future due to decreasing gross income and increasing costs, especially
labor wages.

1.3 Qualifications of consultants. Since 1977, House Agricultural Consultants (HAC) has
provided clients with a wide range of appraisal, consulting, and management services. Clients
include farmers, landowners, institutions, insurance companies, law firms, municipalities, state
and federal agencies, and many others. A sample list of clients is included in the appendices of
this report.

HAC has prepared numerous studies concerning the agronomics, economics, and agricultural vi-
ability of farm properties over the years. HAC has worked in Santa Clara County for three decades,
serving clients such as Leland Stanford Junior University and the City of Morgan Hill. For the latter,
HAC has been involved since 2009 in helping to design an agricultural-conservation program, includ-
ing agricultural-viability studies, farm land-use studies, and appraisals of agricultural-conservation
easements.

The résumés of the authors are included in the appendices of this report.
Mr. Henry House, coauthor of this report, has twenty years of experience as an agricultural

consultant, with expertise in soil science, statistics, agricultural economics, and agroecology. In
his spare time he assists his father on the management of the family farm.

Mr. Greg House, coauthor of this report, is a qualified expert witness on agricultural matters
in California Superior Court, United States Tax Court, and United States Bankruptcy Court.
Mr. House has over forty years of experience as an agricultural consultant throughout California
and the western states, and has worked particularly in northern California as a crop-management
consultant since 1977. Mr. House is also a farmer of 35 years. Coco Ranch, the family farm,
produces organic apples and other organic tree fruits on forty acres of land near Dixon, California.

Greg House is credentialed by the American Society of Farm Managers and Rural Appraisers,
holding its professional designations of Accredited Farm Manager and Accredited Rural Appraiser.
Mr. House is recognized by the American Society of Agronomy as holding its designations of
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Certified Crop Advisor and Certified Professional Agronomist. Mr. House holds a professional
license from the state of California as a Certified General Appraiser, number AG-001999.

1.4 Scope of work in preparation of study. Our work in preparing this study included the
following:

– A site inspection of the subject and its neighborhood, the Coyote Valley.
– Review of relevant scholarly literature on the subject of agricultural viability.
– Review of the United States Census of Agriculture data for Santa Clara County, Santa Cruz

County, Monterey County, and San Benito County concerning farm size, gross and net income, and
number of farm operations.

– Review of the University of California Cooperative Extension’s financial cost studies for the
subject’s actual and potential alternative crops, cherries and hay.

– Reference to land-value studies published by the California Chapter of the American Society
of Farm Managers and Rural Appraisers.

– Reference to Santa Clara County Assessor’s office’s records and maps.
– Reference to the United States Department of Agriculture’s Web Soil Survey for soil-class

information.
– Examination and analysis of California Department of Conservation’s Farmland Mapping and

Monitoring Program maps, present and historical, of the subject property and its neighborhood.
– Interviews with the landowner’s representatives and several other farmer-landowners in the

subject’s Coyote Valley neighborhood.
– Review of regulations of the City of San José affecting the cost of business on the subject

property.
– Review of farm-specific data provided by the landowner: including well records, yield history,

and financial information.

2 Setting and property description

2.1 Subject site’s production area. The subject property lies within the northern portion of
the California Central Coast production area, which includes Santa Cruz and Monterey Counties.

2.2 General description of subject’s neighborhood. The neighborhood containing the sub-
ject property contains 83 assessor’s parcels that are owned by nongovernmental entities and com-
prises approximately 750 acres. Of these, there are 37 parcels that are at least five acres in size and
privately owned, that is, not owned by a government or school district; these 37 parcels total 638
acres (including the subject property). Figures 1 illustrates the subject property. The subject lies
within the limits of the City of San José, having been annexed in the 1960s. Figure 2 illustrates
the location of the subject’s neighborhood in southern Santa Clara County.

The subject itself is bounded by Monterey Road on part of its southwest, Coyote Creek and
its surrounding public open space on its northeast, and other private ownerships on its northwest
as well as portions of its southeast and southwest. The Sobrato High School and a parcel owned
by City of San José adjoin a portion of the subject property’s southeast. This neighborhood is
geographically separated from Santa Clara County’s other farming areas of Morgan Hill and Gilroy
that lie substantially further south.
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The United States Department of Agriculture offered a similar definition in its 1986 study
entitled Farm Viability: Results of the USDA Family Farm Surveys. That study developed a
viability model which it explained this way:

To be “viable”, a farm household must generate net income sufficient to meet financial obligations of
three types. First, it must provide for the livelihood of its members. Second, to continue operating
the farm business as it is currently organized, the household must cover cash operating expenses
(including interest payments), and capital replacement costs. Third, to maintain its line of farm
credit and prevent foreclosure of the business, the household must also meet principal payments on
debt as scheduled.

We note that the 1986 USDA study considers as viable even those family-farm operations
that do not generate enough income for a family’s entire living needs, with the understanding
that off-farm income could supplement agricultural income to provide for the life-needs of the
farmers themselves as part of farm viability.3 Nevertheless, we emphasize that both definitions of
agricultural viability require that the farm be economically sustainable, able to generate enough
revenue to provide for both capital replacement and at least some modest net economic profit after
capital replacement is provided for.

3.1.1 External and internal factors of viability. A thorough analysis of economic via-
bility for agricultural property will take into account both external and internal factors affecting
the farm, impacting its utility and viability as a site for agricultural activities. Such an analysis
would also consider the interaction of the external and internal factors on each other. By external,
we mean factors outside the control of the farmer, factors that are inherent to the broader farm
economy. By internal factors, we refer to those factors which are inherent to the specific farm and
its specific site.

External factors affecting economic viability of agricultural property include such market forces
as commodity prices, competition, demand for commodities, availability and cost of labor, govern-
ment regulations, and environmental factors such as sources of contamination, pestilence, and
global climate change. In our previous study we examined the common external factors affecting
the properties of the east side of the Coyote Valley, including the significant large-scale economic
forces affecting the agricultural utility and viability of the entire neighborhood that contains the
subject property, such as

– trend towards larger farms, fewer farmers in California and the U.S.A.;
– trend towards increasing mechanization due to high and increasing labor costs; and
– shortage of suitable labor4

which we need not elaborate here; please refer to our report published October 28, 2021, titled
Agricultural Viability Study of Coyote Valley · East Side Monterey Road for discussion.

Internal characteristics which affect the economic viability of a property can be broadly divided
into two categories: the land or agronomic factors of soil, water and local climate; and site factors
or characteristics such as size, shape, and surrounding uses. We discuss these factors in detail in
that report.

USDA reported in 2019 that 96 percent of farm households derived some income from off-farm sources and that,3

on average, off-farm income contributed 82 percent of total income, or $101,638, for all family farms in 2019.
Sourced from 〈https://ers.usda.gov/amber-waves/2021/september/off-farm-income-a-major-component-of-total-income-
for-most-farm-households-in-2019〉, downloaded October 18, 2021.
For example, Kaitlin Washburn Report for America, In California farm country, growers struggle with labor shortage4

(article in USA Today, April 6, 2020) reports: “A crippling labor shortage has affected nearly every corner of Cal-
ifornia agriculture.” 〈https://www.usatoday.com/story/opinion/2020/04/06/california-growers-struggle-labor-shortage-
other-challenges-column/2941779001〉.
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Following is a short discussion of two major external economic factors putting the subject
property at a disadvantage for commercial agricultural operations.

3.1.2 Poor availability of agricultural-support services. It is difficult for agriculture
to continue if convenient and adequate support services are not readily available, an issue affecting
the subject property as well as its neighborhood that we have explored and discussed in our
companion report, Agricultural Viability Study of Coyote Valley · East Side Monterey Road. In
brief, such services include equipment supply-and-repair shops; general farm-supply stores; vendors
of fertilizers, herbicides, and pesticides; providers of integrated pest management; and specialized
financial services such as providers of insurance, credit, banking, and marketing. A packing house
which prepares picked fruit for market, keeps the fruit cool and fresh, and has proper truck-shipping
facilities is a notable requirement for commercial cherry crops, such as the subject’s, as well as other
tree fruits. There are none of these in the Coyote Valley and none in southern Santa Clara County.
The closest suppliers for equipment and farm chemicals are in Watsonville, which can only be
accessed via the busy commuter Highway 101 and the sinuous Highway 152 through the Santa Cruz
Mountains. Thus the subject property’s operators must travel long distances to obtain supplies
and services, putting them at a disadvantage relative to other farming areas in California, such as
the Santa Cruz–Watsonville area, the Central Valley of California, and the southern San Joaquin
Valley (the location of numerous competing cherry producers). We find that, in comparison to the
farms in such vital farm production areas of California, agricultural-support services available to
the subject property are severely limited.

Please refer to our previously mentioned report of October 28, 2021 for a detailed discussion on
this topic. In the Land Evaluation and Site Assessment model that we discuss in that companion
report, the subject property ranks poorly in availability of agricultural-support services compared
to competing farms in other regions: the subject scores a zero in this factor of availability of
agricultural-support services.

3.1.3 Poor market presence and timing worsened by climate change. Aside from crop
yield and competition to be low-cost producers, farmers of perishable fruit and vegetable crops also
compete in the arena of market timing. Typically, when these crops come into season, the earlier
the farmer can bring the commodity to market, the higher the price. It can be viewed as a simple
supply issue, with the early season bringing higher prices because of the limited supply as well as
being first and novel for the new season.

In this regard, for instance, the cherries of subject property have not fared well, as the relatively
newer production areas of the southern San Joaquin Valley have edged out Coyote Valley, which
formerly had a slight market-timing advantage. The southern San Joaquin cherries are harvested
earlier and command a higher price than cherries from Coyote Valley: by the time cherries produced
on the subject or elsewhere in the Coyote Valley cherries can be sold, the market has attained mid-
season characteristics of high supply from numerous competing producers and consequently the
lowest prices of the season.

Global climate change appears to be an additional external factor further negatively affecting
fruit production in the Coyote Valley. The subject’s owner and neighboring growers report weather-
related problems now that did not exist in the past decades, such as insufficient accumulation of
winter chilling hours (necessary to stimulate fruit trees to flower and yield) and spring rains (causing
crop loss). We have been provided records that demonstrate that disastrous spring rains occurred
in six out of the past seven years. Little or no yield of cherries could be picked from the subject
in these rainy six years, because cherries split and mold within hours after even a light rain on the
ripening fruit.5
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3.1.4 Other internal or property-specific factors. Internal characteristics which affect
the economic viability of a property can be broadly divided into two categories: the land or
agronomic factors of soil, water and local climate; and site factors or characteristics such as size,
shape, and surrounding uses.

These factors are discussed in detail in our report published October 28, 2021, titled Agricultural
Viability Study of Coyote Valley · East Side Monterey Road. In brief, the subject property has high-
rated soil (with respected to physical agronomic characteristics) but high water cost and limited,
or threatened, water availability; and the uses of land surrounding the subject are incompatible
with commercial agriculture, putting the property at a competitive disadvantage for both ease of
operations and costs of production.

Please refer to our referenced October 28, 2021 report for more detailed discussion and analysis
by the model of Land Evaluation and Site Assessment (LESA).

4 Property-specific analysis of financial feasibility
Factors in the financial viability of a farm business include its productivity, its cost of doing business
in its particular location, and the level of investment in capital replacement (including investment
in new machinery and technology).6

Our previous report discussed re-investment in an agricultural operation as a factor of viability.
Our observations in July 2021 as well as conversations with the property owners indicate there
are no or minimal new on-farm re-investments occurring in the subject site. The cherry growers
have not kept up with the replanting of the newer cherry cultivars demanded by the market. This
threatens the continued productivity of the subject’s cherry production, as its current variety, Bing,
is fast becoming obsolete in the retail end of the commercial cherry business.

From an economic perspective, the present level of new on-farm investment reflects the net
income potential from existing farm operations as well as the farmer’s anticipation of future benefits
from farming. Due to the factors noted above and discussed in detail in our previous report, there
is no incentive for re-investment in these subject orchards. A related problem is the age of the
farmers: the current operators are at retirement age or above, and there is no upcoming generation
of young farmers to take their place.

In the three following subsections, we examine the subject property’s financial potential in a
number of agricultural uses, including its existing agricultural use—a cherry orchard—to illumi-
nate the lack of profitability in its continued agricultural use. We present three property-specific
analyses: (I) comparison of the subject’s cashflow to market-typical costs and returns for the
operation of a cherry orchard, (II) financial ratios and metrics as used by lenders to determine
credit worthiness and investment potential, and (III) a financial-feasibility budget for removal of
the existing cherry orchard and its replacement with another agricultural use.

4.1 Analysis I: Comparison of subject’s costs and returns with market. Compared to
other cherry orchards in other cherry growing regions of California, the subject property as a cherry
orchard is not profitable.

We have referenced a cost study of the University of California, Sample Cost to Establish
an Orchard and Produce Sweet Cherries: San Joaquin Valley—North 2017 (full citation in the
references of this report, page 17). This publication reports the agricultural-economist authors’

Personal communication from Chris Marchese, October 18, 2021. Also personal experience of Greg House, who grows5

commercial cherries in Solano County.
E.g., Adelaja, A. and K. Rose. Farm Viability Revisited: A Simultaneous-Equation Cash Flow Approach. Agricultural6

Finance Review. Vol. 48 (1988): 11-24.
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research on the costs and returns of a typical cherry orchard in the San Joaquin Valley, which,
as noted, we have identified as the major cherry-producing area of California that competes with
the subject property. In summary, this study which projects net cash revenue to an established
orchard in that area of $5,102 per acre, annually (gross revenues minus cash operating expenses);
from this figure, the operator obtains capital recovery as economic profit, if any (i.e., this figure
sums direct costs only, without deducting depreciation, any recovery of capital investments, or any
provision for re-investment).

The appendices of this report contain tables that compare the cost study’s costs and returns
in the San Joaquin Valley to the subject’s.7 In contrast with the typical San Joaquin Valley-area
orchard considered in the cost study, the subject’s average annual return for the past seven8,
including crop-insurance payments in disaster years, has been $99.57 dollars per acre, or $22,004
total, per annum, a difference of −98 percent from the San Joaquin cherry-growing operations.

Moreover this figure does not account for depreciation of equipment or capital recovery, a
consideration we take up in the next section as the NFIO metric analysis.

Finally, we anticipate this already modest and risky average cash return to decrease further in
the coming years due to the increasing cost of labor.

4.1.1 Deleterious effect of local farm-labor wages. Figure 3 illustrates the national-
level rise in farm-labor wages over the past decade. Compared to competing agricultural areas of
California, this issue is substantially magnified in the case of the subject as it lies within the City
of San José, which has its own minimum-wage ordinance. Table 1 compares the minimum wage of
California to that required in San José. As the table indicates, the minimum-wage rate is currently
set at $15.45 per hour and scheduled to increase in 2022 to $16.20 per hour. Thus, under the burden
of this urban-type minimum-wage standard due to its location within the City of San José, as an
agricultural employer the subject’s operator is at a serious disadvantage compared to competing
cherry-producing areas of California. This eight-percent difference (2022 figure) perhaps does not
seem like much, but for many crops, especially fruits and vegetables, labor is a major expense; for
example, the previously cited California Cooperative Extension cost study estimates that labor is
38 percent of the cost to produce cherries; another recent U.C. production-cost study estimates
hand labor as 61 percent of the cost to produce lettuce. Agriculture is typically a high-cost, low-
profit-margin business. A recent study that we undertook to examine the financial efficiency of
U.S. farms using historical financial data from the USDA found an average net farm income ratio
(NFIR: net income divided by gross income) of two percent for all U.S. farms in 2015. This means
that 98 percent of the gross income was consumed by expenses, and indicates on average U.S. farms
are a very-low-profit-margin business. Here is a strong reason for the need for farms to be large
and for the need for them to continue to get bigger. Cherries, as a delicate fruit crop, are entirely
hand-picked.

The subject lies within the limits of the City of San José (having been annexed in the 1960s) and
is thus subject to its jurisdiction. We have reviewed the minimum-wage ordinance of the City of
San José, which we have reproduced in the appendices of this report (section 7.3). This ordinance
has since 2017 set a minimum wage exceeding California’s minimum wage under which to which
competing agricultural businesses (generally operating in unincorporated areas) are subject. We
found that the hourly rate to which the subject property in the City of San José will be subject
will once again increase in 2023 and continue to increase annually thereafter up to five percent per
annum to match Bay Area urban consumers’ cost-of-living index. Thus, we can project a rate of

Section 7.1 (page 18).7

Years 2014 through 2021; the year 2021 was not included, as this year is unfinished; however, available evidence fails to8

indicate any change in the trend.



12 Agricultural Viability Study of Marchese Property of 221 Acres

House Agricultural Consultants

Figure 3 Wages for U.S. farm labor have increased by approximately
36 percent since 2010. In California the increase since 2010 is approxi-
mately 63 percent.

Table 1 Schedule of minimum hourly wages, 2016 to 2022, California
compared to San José.

Year
California
min. wage

San José
min. wage

Percent difference,
San José–statewide

2017 $10.50 $10.50, raised Jul. 1 to $12.00 +14.3
2018 $11.00 $13.50 +22.7
2019 $12.00 $15.00 +25.0
2020 $13.00 $15.25 +17.3
2021 $14.00 $15.45 +10.4
2022 $15.00 $16.20 +8.0
2023 $15.00 $17.00* +13.3

Projected per language of city’s ordinance.*

$17.00 per hour in 2023, thirteen percent higher than the California minimum wage, and anticipate
further increases thereafter indefinitely.

4.2 Analysis II: Financial ratios. For this approach, we have examined the subject property’s
agricultural operation’s economic viability on the basis of several common farm financial ratios and
metrics used by banks and creditors. Such ratios are widely used to determine whether a lender
shall extend operating credit money to a farm business; they represent an objective measure of
the financial health of a farm as they can be compared to established standard criteria, that is,
acceptable numeric values. The utility of financial ratios regarding the subject of this report is
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two-fold: in addition to being statistics that shed light on the future economic viability of a farm
operation, they directly indicate the capacity of an operation to borrow working capital to finance
its operation during the annual cycle of crop production.

The two financial ratios that are appropriate in this analysis to shed light on the subject
property are the operating-profit margin ratio, or OMPR, and the rate of return on farm assets.

4.2.1 Operating-profit margin ratio (OMPR). The operating-profit margin ratio is de-
fined as net income from operations divided by gross revenue. The subject’s net income from
operations, which was discussed in the previous section comparing the subject to the University
of California’s cost studies, is $22,004 (average for the past seven years)9; the gross revenue for
the same period averaged $1,368,158. The indicated operating-profit margin ratio for the subject
property is thus 0.016.

Accepted interpretations of the value per agricultural-economics literature are

Ratio: Indicated financial strength of business:
< 0.10 weak
0.10–0.25 acceptable/average
> 0.25 strong.

The subject’s ratio of 0.016 is substantially less than 0.1 and thus places the subject property
deeply into the “weak” category. This is an indication that the subject property has a very low
margin of profit, relative to the standard in the agricultural sector, and thus lacks robustness to
adversity; a single unusually poor year or a modest increase in expenses or decline in revenue could
result in insolvency. This is not a business that a potential agricultural lender would desire to
service.

4.2.2 Rate of return on farm assets. The other ratio we have selected to shed light on the
subject’s economic viability is the rate of return on farm assets. This statistic can be thought of
as an opportunity cost or interest rate that the farm earned in one year on all money invested in
the business. It is defined as the income from all operations divided by the average total value of
all farm assets. Accepted interpretations of the value per agricultural-economics literature are

Rate of return: Financial strength of business:
< 1.0 % weak
1.0–5.0 % acceptable/average
> 5.0 % strong.

The major asset component of this ratio is the subject’s land. We have estimated the value
of the land under agricultural use as $8,000,000 to $15,550,000 ($35,000 to $68,000 dollars per
acre) based on a recent offer from the Santa Clara Valley Open Space Authority and the Peninsula
Open Space Trust for $35,000 per acre, which we have discussed with the landowner10, as well
as other recent purchases by those entities in the neighborhood.11 Other assets include trees and
equipment, estimated to contribute $2,934,000, adding which to the land gives a total farm-asset

The partial year of 2021 is excluded, however, there is no evidence available at this time that 2021 will improve upon9

the previous seven years’ trend. That trend is downward (a decline in profitability year after year, on average).
Personal communication from Chris Marchese, October and November, 2021.10

Estimate of value for economic-feasibility purposes, only. Although we, this report’s authors, are appraisers, we have11

not appraised the subject property in this report.
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value (denominator of this rate-of-return ratio) of $10,940,000 to $18,490,000. The indicated rate
for the subject property12 is 0.12 to 0.2 percent, placing the subject property well within the “weak”
category of financial strength.

4.2.3 Net farm income from operations (NFIO). Lastly, we have additionally computed a
statistic known as the NFIO, which is another measurement of financial health (a sum not a ratio)
that sheds additional light on the situation of the subject property by considering depreciation (i.e.,
the wasting of capital assets). The previous two financial-health ratios do not consider depreciation
or capital recovery (although they include the annual cash cost of ongoing repairs and maintenance).
The statistic of Net farm income from operations, or NFIO is defined as gross cash farm income,
minus total cash farm expenses, minus depreciation. By considering depreciation, this statistic is
a measurement of true average annual economic profit. The interpretation is straightforward: a
positive result is net economic profit, after all forms of depreciation are considered; while a negative
result is a net economic loss.

We compute the NFIO of the subject property as $−935 per acre, or $−206,731, per annum,
based on the past seven years (this is a annual average, as the annual revenue and expenses vary
from year to year). This negative result confirms what other evidence presented in this this report
has suggested: that the subject property does not have long-term agricultural viability; and while
it is currently operating, its capital assets (the trees and other agricultural, nonland assets) are
being depleted year-after-year.

4.3 Analysis III: Scenario of alternative annual crop enterprises. If the existing cherry
orchard were to be removed, the land could be cleared and prepared for the growing of annual
crops. The typical crops grown in the area are a few summer vegetables such as squash, pumpkins
and sweet corn; grass hay, such as wheat hay or oat hay, is also grown.

To examine the potential economic return of these alternatives to cherry or other tree-fruit
production, we first consider the cost to remove the existing orchards and prepare the land for
annual row or field crops.

4.3.1 Cost to remove cherry orchard. The University of California at Davis has recently
published a study of orchard-removal costs. In the past it was permitted to bulldoze orchard trees
into piles and burn them. This was a relatively inexpensive method to clear the land of the trees.
Such agricultural burning is no longer permitted by air-quality-control boards in California, and
thus the remaining option is to pull out the trees, grind them up in place, and either spread the
wood chips on the on land or haul the wood chips to a co-generation plant. This latter option
is very unlikely for the subject property due to its location, hauling costs, and the scarcity of
co-generation plants willing to accept the wood chips.

We therefore examine the remaining option, to pull the trees, grind them in place, spread the
wood chips on the land, and incorporate the chips into the soil. Table 2 summarizes the operations
and estimated costs, based on the University study, adjusted upward by twenty percent due to the
location of the subject property.13 The cost is estimated at $2,062 per acre, or $455,500, total.

For any new agricultural use of the subject property, be it vegetables, oat hay, or replanting to
cherries or some other orchard crop, this cost would need to be paid up-front, and thus presents a
very sizable cost that the subsequent use would need to recover.

See the appendices of this report, section 7.1, for source data.12

Lyondakis, the premier orchard removal company through California, has so advised the subject property’s owners that13

due to their location, remote from mainstream agriculture, difficult to access, and in a urban area, their typical cost for
orchard removal would be increased by approximately twenty percent.
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Table 2 Estimated per acre cost to
remove existing cherry orchard on the
subject property.

Operation Cost per acre
pull trees $300
grinding $720
spread chips $316
deep rip $600
discing $126
—— ——
total $2,062

Recovery of this orchard removal cost is not economically possible given any of the many options
reviewed in this report, as follows.

4.3.2 Vegetables. Vegetable production requires extensive equipment, grower knowledge, and
ready markets. The area vegetable growers rely primarily on seasonal recreation for tourists in the
fall months to both market their produce and to generate agri-tourism sales income, as described
by Daniel Sumner, Professor of Agricultural Economics at the University of California at Davis in
his previously cited 2021 study entitled The Economic Viability and Financial Feasibility of the
Continued Agricultural Use of the North Coyote Valley Properties in the City of San José.

Vegetable agri-tourism is a specialized business and the current landowners cannot be expected
to operate such an enterprise. Could it be rented for this purpose? The Marchese property is
quite large for the area, being approximately 221 acres, three to four times the size of the B&T
Farms agri-tourism operation at the corner of Bailey Avenue and Santa Teresa Boulevard. Thus
the subject property is too large to be used entirely for agri-tourism, and so if this scheme were to
be pursued, commercial vegetable production would need to be the principle use of the property,
supplemented by agri-tourism. Assuming there were a tenant willing to take on the subject 221
acres for the combined purpose of vegetables and seasonal agri-tourism, and if the landowners were
willing to rent the land for such purposes, what might be the economic rent for the 221 acres?

This seasonal recreational (agri-tourism) use and its associated rental rates have been well
documented by Daniel Sumner. Dr. Sumner’s data indicates a rental range of $350 to $700
per acre per year for the vegetables with seasonal agri-tourism in the neighborhood of the subject
property, on the east side of Monterey Road in North Coyote Valley. His survey included properties
from 40 to 80 acres in size. We would expect the subject property to rent at the very low end
of this range due to its large size; $350 per acre would be the maximum we anticipate as rent
for the subject 221 acres. As Dr. Sumner noted, this does not even cover property taxes for
the landowner, and fails also to cover other land-ownership costs such as bookkeeping, insurance,
and maintenance costs. The effect of the City of San José’s higher-than-standard minimum wage,
previously discussed under the economics of cherry production, likewise is detrimental to this
putative operational alternative.

The use of the subject property for vegetables, even if seasonal agri-tourism is included, is not
an economically viable use.

4.3.3 Oat hay. Oat hay is also grown in the neighborhood of the Marchese property. Oat hay is
an annual crop sown in the fall and harvested in the summer. The farming equipment required to
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produce a hay crop is considerably less than that for vegetables, and it does not require irrigation,
as hay grasses, such as oats, can produce a crop on the normal winter rainfall of the Coyote Valley,
about 12 to 18 inches.

The average yield for oat hay in the area is approximately 2.5 tons per acre. To estimate the
cost and returns in growing oat hay on the subject 221 acres, we reference a 2012 economic study by
the University of California Cooperative Extension entitled 2012 Sample Cost to Produce Oat Hay:
Sacramento Valley—Dryland. The term dryland indicates that no irrigation water is required,
and the Sacramento Valley is similar to the Santa Clara Valley in rainfall and winter climatic
patterns. We have updated the 2012 costs by an upward-adjustment factor of five percent, based
on information from the United States Department of Agriculture’s Economic Research Service
which maintains records of nationwide annual costs of production paid by farmers. This index for
farm-production costs (not including labor wages) indicates a modest five-percent overall increase
between the years 2012 and 2021.

A complete economic budget for the oat-hay enterprise on the subject property is included in
the appendices to this report (section 7.2). In summary, the oat-hay enterprise is projected to
produce a gross income of $437.50 per acre based on production of 2.5 tons per acre of oat hay
sold at $175 per ton. Total expenses to grow the hay and also cover fixed ownership costs such as
taxes and insurance are $839.49 per acre. Even if the property taxes of the Marchese property were
reduced by a factor of five, the oat-hay enterprise would just about break-even (that is, expenses
would equal gross income, and the net would be zero), thus producing no incentive for the farmer
to grow the crop.

The oat-hay enterprise is a nonstarter; this is not a viable economic use of the property.

5 Conclusion
The subject property lacks agricultural viability for the future. We have analyzed the subject’s
financial potential for agriculture, and it fails the tests of comparison to other cherry producers
and registers critically low, “no-go” financial-analysis ratios used by lenders to determine whether
an agricultural operation is worth investing in; alternative agricultural enterprises such as oat hay
and vegetables are not viable either, even before fronting the sizeable cost of clearing the land
of the existing noneconomic cherry orchards. We conclude that no economically rational market
participant would purchase the subject property for any agricultural purpose.

The subject property only continues to be operated as a cherry orchard as an interim use due to
the owner’s decision to maintain the land and prevent its becoming a public nuisance; while farming
cherries has just been above break-even in cashflow on average over the past seven years, an overall
economic loss is occurring, when overhead and capital depreciation are taken into consideration.
The orchards are old, in decline, and there is no incentive to re-invest in them.

Moreover, the subject’s longstanding historical use is economically risky: the average slightly
positive cashflow over seven years is due to two positive years, only, offsetting five years of loss.
We project that positive cashflow will no longer be possible in 2022 and future years, as the cost
of labor will increase by approximately eight percent due to a minimum-wage ordinance of the
City of San José that puts the subject at a severe economic disadvantage compared to competing
fruit-growing areas of California. Furthermore, global climate change will increase the frequency
of crop-destroying weather disasters, further limiting the possibility of a positive return from fruit
cultivation on the subject.

5.1 Final negative opinion of viability. For the reasons presented in this report, we conclude
that the subject property is not viable for agriculture now or in the medium- to long-term future.
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7 Appendices

7.1 Data for analysis I: Past eight years of returns from subject cherry orchard.
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7.2 Data for analysis III: Oat-hay budget.
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Item Unit No. Units Price Total $/ac
Acres 1
Revenue
sell oat hay FOB ranch tons 2.5 $175.00 $437.50

Variable costs
Land prep: stubble disc machinery hour 0.13 $8.40 $1.09
Land prep: stubble disc labor hour 0.13 $24.95 $3.24
Land prep: finish disc machinery hour 0.12 $7.35 $0.88
Land prep: finish disc labor hour 0.12 $24.95 $2.99
Fertilize preplant machinery acre 1 $4.20 $4.20
Fertilize preplant labor hour 0.12 $24.95 $2.99
Fertilize preplant material aqueous N 75 $48.30
Drill plant machinery hour 0.12 $3.15 $0.38
Drill plant labor hour 0.12 $24.95 $2.99
Drill plant seed w/ starter fertilizer $58.80 $58.80
Weed control: ground spray machinery hour 0.07 $3.15 $0.22
Weed control: ground spray labor hour 0.07 $24.95 $1.75
Weed control: ground spray  material acre 1 $10.50 $10.50
Pickup truck and ATV acre 1 $5.25 $5.25
Harvest: custom swath, turn, bale & stack acre 1 $118.65 $118.65
subtotal variable costs $262.24

Fixed costs
Liability insurance $12.50
Office expense $25.00
Field sanitation $1.00
Field supervisor $12.60
Property taxes $100.00
Property insurance $12.50
Repairs and maintenance $1.05
Capital recovery acre 1 $12.60
Total fixed costs $177.25

Total all costs $439.49
Estimated profit (return to management)

Profit/Loss -$1.99
 

* Machinery cost includes fuel, lubricants, taxes, housing, insurance, and capital recovery. 
** Labor cost is hourly labor at San Jose minimum wage times 110%, plus payroll overhead (taxes, insurance and benefits)
at +40% (= $24.95 per hour)

Machinery 
cost/unit*

 Labor 
cost/unit**

Material 
cost
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7.3 City of San José’s ordinance setting minimum wage.
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7.4 Qualifications of consultants.
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Gregory A. House
Agricultural Consultant

 Agronomist
Professional Farm Manager

Rural Appraiser
Farmer

Experience
Agricultural Consultant, House Agricultural Consultants, providing agricultural science, 
economics, management, and appraisal services, 1983–present
Farmer, 1987–present. Organic apples, peaches, cherries, apricots, field and seed crops
Corporation Secretary & Consulting Agronomist, Hannesson, Riddle & Associates, Inc., 
1977–1983.

Professional Affiliations
 American Society of Farm Managers & Rural Appraisers

 American Society of Agronomy 

 Crop Science Society of America 

 Soil Science Society of America

 California Certified Organic Farmers

 California Farm Bureau

Accreditations
 Accredited Farm Manager (AFM), American Society of Farm Managers & Rural Appraisers, 

Certificate #501

 Certified Professional Agronomist (CPAg), American Registry of Certified Professionals in 
Agronomy, Crops. & Soils, Ltd. Certificate # 2319

 Certified Crop Advisor CCA),  American Registry of Certified Professionals in Agronomy, 
Crops. & Soils, Ltd.

 Accredited Rural Appraiser (ARA), American Society of Farm Managers & Rural Appraisers, 
Certificate #749

 Certified General Appraiser, State of California License # AG 001999

These credentials have continuing education requirements with which I am in 
compliance.

Education
● B.S., Crop Ecology, University of California, Davis, 1975, with Honors

● Numerous courses from the University of California Extension in agricultural economics, crop 
management, real estate, & hazardous waste management

● Cornell University Certificate Program, Implementing Good Agricultural Practices: A Key to 
Produce Safety

● Courses of the American Society of Farm Managers and Rural Appraisers:
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Principles of Rural Appraisal 
Advanced Rural Appraisal
Eminent Domain
Report Writing School
Economics of Farm Management
Principles of Farm Management
Standards and Ethics
Permanent Plantings Seminar
Standards and Ethics for Farm Managers
ASFMRA Code of Ethics
National Uniform Standards of Professional Appraisal Practice

Courses of the Appraisal Institute:

Basic Valuation Procedures
Real Estate Statistics and Valuation Modeling
Advanced Income Capitalization
Valuation of Conservation Easements Certificate Program

             Condemnation Appraising: Principles and Applications
Appraising the Appraisal
How Tenants Create or Destroy Value: Leasehold Valuation and Its Impact on Value

Expert Witness Court Testimony
 Superior Court Qualified Expert Witness in the following California counties: Alameda, Colusa, 

Kern,  Fresno, Madera,  Merced, Monterey, Orange, Riverside, San Joaquin, San Luis Obispo, 
Santa Barbara, Santa Cruz, Solano, Sonoma, Sutter, Ventura, Yolo

 United States Tax Court Qualified Expert Witness

 United States Bankruptcy Court Qualified Expert Witness

A list of depositions and trial appearances is available upon request

Awards
● CCOF Presidential Award, California Certified Organic Farmers, February, 2001
● Meritorious Service in Communications, American Society of Farm Managers and Rural 

Appraisers, November 2004
● H E. Buck Stalcup Excellence in Education Award, American Society of Farm Managers and 

Rural Appraisers, October, 2011

Appointments & Activities
 Adjunct Lecturer, University of California, Davis, Department of Agricultural & Resource 

Economics, current; Courses ARE 140 Farm Management; ARE 145 Appraisal of Farms and 
Rural Resources, current

 Instructor, “Principles of Farm Management”, an Internet course of the American Society of 
Farm Managers and Rural Appraisers,  1996 to 2007

 President, California Chapter American Society of Farm Managers & Rural Appraisers 1994–
1995; Secretary-Treasurer, 1984 to 1990

 Board of Directors, Yolo Land Trust, 1993–2001
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 Board of Directors, American Red Cross, Yolo County Chapter 1987–1989

 Member, Yolo County Right to Farm Grievance Committee 1992–1995 

 Vice Chairman, Management Education Committee, American Society of Farm Managers and 
Rural Appraisers, 1998–2000 (committee member since 1986)

 Yolo County LAFCo Agricultural Forum LESA subcommittee, 1999

 California Certified Organic Farmers: Treasurer of the Board of Directors, 1998–2003;  Executive
Director, 1999-2000; Member of the Finance Committee, 1998-current

 CCOF Foundation Going Organic Program, Management Team member  2006-2012

 USDA Organic Grant Panel member, Washington, DC, 2002

 City of Davis Open Space and Habitat Commission, 2006–2016, Chairman, 2007-2009
 Member, Fruit Orchard Technical Advisory Group, Filoli Gardens, Woodside, California
 Member, Organic and Sustainable Agriculture Program Steering Committee, University 

of California Cooperative Extension, Yolo and Solano Counties,  California, 2008-2013

Speaking Engagements 
 Guest Lecturer, University of Florida at Gainesville, Vegetable Crops Department, seminar on 

transition to organic agriculture, (November, 1994)

 Featured Program Speaker, 1995 Eco-Farm Conference, Asilomar, California , on economics of 
organic apple production

 Guest Speaker, Community Alliance with Family Farmers, on farm management and agricultural 
economics, 1996 and 1997

 Instructor, American Society of Farm Managers and Rural Appraisers, Course M-12, “Standards 
and Ethics for Professional Farm Managers”, March, 1997

 Guest Speaker, American Horticultural Society, “Challenges of Organic Stone Fruit Production”, 
Sacramento, California, July 2001

 Organizer and Presenter, Going Organic Kickoff Meetings, November 2005 and December 2006

 Master of Ceremonies, California Certified Organic Farmers, Annual Meeting, February, 2006, 
Sacramento, California

 Featured Program Speaker, 2012 Eco-Farm Conference, Asilomar, California,  “Imitating Natural
Systems: Towards an Indigenous Agro-forestry”

 Seminar presentation: ”What Makes for Comparable Sales in Condemnation Appraisal”  Rapid 
Fire Seminar, American Society of Farm Managers and Rural Appraisers, Reno , NV, October 
2013.

 Featured Program Speaker, 2014 Eco-Farm Conference, Asilomar, California, “Food Safety 
Regulatory Compliance in Fruit Orchards.”

Publications
 “Principles of Farm Management”, Course M-10,  a 40-hour professional credit Internet 

educational offering of the American Society of Farm Managers & Rural Appraisers

 “Conservation Issues in Agriculture”, a unit of Course M-25,  a 15-hour professional credit 
Internet educational offering of the American Society of Farm Managers & Rural Appraisers

 “A Primer on Organic Agriculture,” an article in 2006 Trends in Agricultural Land and Lease 
Values, a publication of the California Chapter of the American Society of Farm Managers & 
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 “Case Study: Using Indigenous Agroforestry Management Techniques to Support Sustainability 
in Production Agriculture”, a paper-poster presented at Harlan II, An International Symposium on
Biodiversity in Agriculture: Domestication, Evolution and Sustainability, September 14-18, 2008,
University of California, Davis
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Qualifications
of

Henry House
Agricultural Consultant

 Rural Appraiser
Consulting Agricultural Economist

Farmer

Experience

Agricultural Consultant, Appraiser, Consulting Agricultural Economist. House 
Agricultural Consultants, providing agricultural science, economics, management, and 
appraisal services. 2000–present.
Farmer. Coco Ranch, a family farm growing organic apples, peaches, cherries, and 
field crops and raising sheep, poultry, and goats. 2000–present. 

Software Engineer. Smashwords, Inc. 2011–2020.

Topics of Professional Expertise
 Livestock management: carrying capacity of land, range management, standard

of care for grazing animals.
 Management evaluation of commercial equestrian facilities.
 Valuation of rural land.
 Valuation of livestock.
 Valuation of freshwater aquaculture facilities (fish farms).
 Agricultural economics.
 Statistical analysis.
 Software engineering.
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Qualifications of Henry House, continued

Education
 B.S., “Natural History”, University of California, Davis, 1999, with Honors. 

Coursework in agronomy, botany, ecology, entomology, geology, hydrology, 
nematology, plant pathology, soil biology, sustainable agriculture, statistics, and
wildlife biology.

 Numerous courses of the American Society of Farm Managers and Rural 
Appraisers regarding farm management and agricultural consulting.

 Numerous courses of the Appraisal Institute regarding real-estate appraisal

 Courses from Savory Institute regarding livestock management.

Partial List of Litigation Consulting Assignments
 Consulted for United States Department of Justice, 2015 through present in 

litigation regarding agricultural land in in Tehama County.
 Consulted for EMC Insurance Companies regarding fire-damaged rangeland.
 Consulted for numerous additional law firms and agricultural companies 

regarding crops and livestock. A list of additional litigation clients served is 
available upon request.

Partial List of Management Consulting Assignments
 Numerous consulting assignments for Leland Stanford Junior University on the

management of its agricultural lands, which feature cattle, horses, and 
vegetable crops. Topics addressed have included livestock standard of care, 
carrying capacity of lands, safety of animals, safety of structures, and 
management of drainage and water quality.

 Consulting farm management for John and Marie Cronin Trust B, a landowner
near Rio Vista, California. Lands were utilized for cattle grazing.

 Numerous appraisal assignments of farmland and rangeland properties utilized
for crops and livestock (cattle, sheep, and aquaculture). 

 A list of additional management-consulting clients served available on request.
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Appointments & Activities

 Member, American Society of Farm Managers and Rural Appraisers
 Board Member (Central Committee), Nevada County Republican Party, 2019–

present.
 Board of Directors, Davis Media Access, Davis, California, 2014–2017.
 Board of Directors, Davis Farmers Market Association, 2001–2003.
 Assistant instructor, “Principles of Farm Management”, course M-10, an 

Internet course of the American Society of Farm Managers & Rural Appraisers,
1999 to 2003.

 Course proctor,  “M-25: Enhanced Client Services”, an Internet course of the 
American Society of Farm Managers & Rural Appraisers, 1999 to 2003.

Speaking Engagements 
 Assistant lecturer/instructor, “Farm Management”, course ARE 140, and “Rural

Appraisal”, course ARE 145, University of California–Davis, 2015 to present.

Publications
 “Principles of Farm Management”, Course M-10, a 40-hour professional credit 

Internet educational offering of the American Society of Farm Managers & 
Rural Appraisers









This message is from outside the City email system. Do not open links or attachments from untrusted
sources.

the "teal map" and its general plan possibilities? On what grounds can the Lester-Foster-Benson
families "contract" with CHI/Trammel Crow Warehouse Developers, as the lawyers threatened they
have done? That would first require a zoning change, approved by the City. The industrial potential
in the current General Plan is not above ordinance law and is just that, a general possibility. Those
families are not entitled to that and the mega-millions they speculated they might get. Are you
representing them to ensure they earn the highest amount possible? That is not your place. The
most recent staff recommendation was to not go industrial. Are you personally above all these laws
and studies? Whose side are you on? Trammel Crows' or the people of San Jose and the staff
recommendation to protect agriculture and the greenbelt based on contemporary facts and values?
Thank you to Caballero, Torrens, Cantrell and Lardinois for protecting your constituents and the
future.
Lisa Voss




