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Agenda

Joint Meeting of the Board of Directors for
Metropolitan Transit System,
San Diego Transit Corporation, and
San Diego Trolley, Inc.

April 27, 2006
9:00 a.m.

James R. Mills Building
Board Meeting Room, 10th Floor
1255 Imperial Avenue, San Diego

This information will be made available in alternative formats upon request. To request an agenda in an
alternative format, please call the Clerk of the Board at least five working days prior to the meeting to ensure
availability. Assistive Listening Devices (ADLs) are available from the Clerk of the Board/Assistant Clerk of
the Board prior to the meeting and are to be returned at the end of the meeting.

ACTION
RECOMMENDED
1. Roll Call
2. Approval of Minutes - April 13, 2006 Approve
3. Public Comments - Limited to five speakers with three minutes per speaker.

Others will be heard after Board Discussion items. If you have a report to
present, please furnish a copy to the Clerk of the Board.

Metropolitan Transit System (MTS) is a California pubfic agency and is comprised of San Diego Transit Corporation and San Diego Trolley, Inc. nonprofit public benefit corporations,
in cooperation with Chula Vista Transit and National City Transit. MTS is the taxicab administrator for eight cities and the owner of the San Diego and Arizona Eastern Railway Company.
MTS member agencies include: City of Chula Vista, City of Coronado, Gity of £t Cajon, City of Imperial Beach, City of La Mesa, City of Lemon Grove, City of National City, City of Poway,
City of San Diego, City of Santee, and the County of San Diego.



Closed Session ltems .

a. MTS: CONFERENCE WITH LEGAL COUNSEL - EXISTING
LITIGATION Pursuant to Subdivision (a) of California Government
Code Section 54956.9: Save Our Heritage QOrganisation (SOHO) v.
City of San Dieqgo, et al., (Superior Court Case No. GIC 837743)

b. MTS: CONFERENCE WITH REAL PROPERTY NEGOTIATORS
Pursuant to California Government Code Section 54956.8
Property: Right-of-Way Adjacent to Grossmont Center Station
Parking Lot at the Intersection of Grossmont Center Drive and
Fletcher Parkway '
Agency Negotiators: R. Martin Bohl, Paul Jablonski, Tim Allison,
Tiffany Lorenzen, and Jerry Trimble
Negotiating Parties: Fairfield Residential, LLC, JP Morgan Chase
Bank, and Mass Mutual
Under Negotiation: Instructions to Negotiators will Include Price
and Terms of Payment

¢. MTS: CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED
LITIGATION Significant Exposure to Litigation Pursuant to
Subdivision (b) of California Government Code Section 54956.9
(One Potential Case) '

Oral Report of Final Actions Taken in Closed Session

CONSENT ITEMS

6.

MTS: South Bay/East County Maintenance Facilities Capital Project Budget
Adjustments

Action would authorize the CEO to: (1) approve the transfer of funds between
capital projects; and (2) approve a three-year contract (Doc. No. B0451.0-06)
for rental of self-storage units adjacent to the South Bay Maintenance Facility
that provides for additional transit vehicle parking and storage.

MTS: Increased Authorization for Legal Services

Action would authorize the CEO to enter into a contract amendment (MTS Doc.
No. G0934.3-04) with R. Martin Bohl of the Law Offices of R. Martin Bohl for
legal services related to joint development projects.

SDTC: Contract Award for Brake and Planetary Kits
Action would authorize the CEQ to execute a one-year contract with Truck
Trailer Transit, Inc. for brake and planetary kits.

MTS: Budget Transfer and Construction Management Contract Amendment for

Mission Valley East

Action would authorize the CEO to transfer funds and execute a contract
amendment to expand and extend construction management services on the
Mission Valley East Light Rail Transit Project.

Possible Action

Approve

Approve

Approve

Approve




NOTICED PUBLIC HEARINGS .

25.

None.

DISCUSSION ITEMS

30.

31.

MTS: Update on the Status of the Grossmont Trolley Station Joint
Development Project

Action would: (1) receive an update from General Counsel regarding the status
of the Grossmont Trolley Station Joint Development Project; (2) authorize the
CEO to execute the Disposition and Development Agreement (DDA) and
Ground Lease, assuming an agreement can be reached with

Fairfield Residential, LLC (Fairfield) on all remaining issues; (3) approve the
appraisal report; and (4) authorize the CEO to execute and sign any other
documents necessary to complete the transaction, including the lender’s
Estoppel Certificate and the Parcel Map.

SDTC: Extension of the ARC of San Diego Contract for Interior Deep Cleaning

of SDTC Buses

Action wouid authorize the Chief Operating Officer-Bus to execute a temporary
(not to exceed three months) month-to-month contract extension with ARC of
San Diego to deep clean the interiors of San Diego Transit Corporation’s
buses.

REPORT ITEMS

45.

60.

61.

62.

63.

64.

65.

MTS: C Street Master Plan
Action would receive this report for information.

Chairman's Report

Chief Executive Officer's Report

Board Member Compmunications:

{onQ #21%) RO
913 phitzcq ni nigtol
\May 11, 2006 _ Finance Workshop at 8:00 a.an.

P aapirey o imeid

Comments.

Next Meeting Date:

panrrrap}

Adjournment

Approve

Approve

Receive

Possible Action

Information

Possible Action
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METROPOLITAN TRANSIT DEVELOPMENT BOARD

ROLL CALL
MEETING OF (DATE): 4/27/06 CALL TO ORDER (TIME): 9:03a.m.
RECESS: RECONVENE:
CLOSED SESSION: 9:15 a.m. RECONVENE: 10:12 a.m.
ORDINANCES ADOPTED: ADJOURN: 10:43 a.m.
PRESENT ABSENT
BOARD MEMBER (Alternate) (TIME ARRIVED) (TIME LEFT)
ATKINS 7| (Vacant) O
CLABBY (Selby) O
EMERY O (Cafagna) O
EWIN (Jantz) O
FAULCONER (Vacant) O
M
HANSON-COX O (Lewis) O
9:16 a.m. during Al 5
MAIENSCHEIN (Vacant) a
MATHIS (Vacant) O
MCLEAN (Janney) O
(Rose) [m]
MONROE (Tierney) (|
RINDONE 1| (McCann) O
9:07 a.m. during Al 3
ROBERTS (Cox) O
10:32 a.m. during Al 45
RYAN O (B. Jones) ]
_ »
YOUNG O (Vacant) O
ZARATE (Parra) O -

SIGNED BY THE OFFICE OF THE CLERK OF THE BOARD ()&a/v/ /\W

CONFIRMED BY OFFICE OF THE GENERAL COUNSEL

Gail.Williams/Roll Call Sheets



DRIE

JOINT MEETING OF THE BOARD OF DIRECTORS FOR THE
METROPOLITAN TRANSIT SYSTEM (MTS),
SAN DIEGO TRANSIT CORPORATION (SDTC), AND
SAN DIEGO TROLLEY, INC. (SDTI)

April 13, 2006

MTS
1255 Imperial Avenue, Suite 1000, San Diego

MINUTES

Finance Workshop — 8:00 a.m.

1.

Roll Call

Budget Development Committee Chairman Rindone called the meeting to order at
8:05 a.m. A roll call sheet listing Board member attendance is attached.

MTS: FY 2007 Budget Development (FIN 310.1, PC 50601)

Chairman Rindone reported that the budget being presented by staff today had been reviewed
by both the Executive Committee and the Budget Development Committee. He added that
projected cost savings as a result of the Comprehensive Operational Analysis (COA) have not
yet been incorporated into the budget. He stated that, even without the cost savings from the
COA, revenues are projected to exceed expenditures for FY 2007.

Mr. Larry Marinesi, MTS Budget Manager, provided a historical recap as well as projections for
funding sources for both operating and capital purposes. He also reviewed projected revenues
and expenses as well as projections for capital needs and the availability of funding to meet
those needs. Mr. Monroe asked why the $4.5 million in TransNet funding that is listed on the
Five-Year Capital Improvement Program Summary table is classified as nonrecurring. Staff
replied that this is funding that remains from TransNet | that was not used for Bus Rapid Transit
(BRT) as originally planned and is therefore nonrecurring. Mr. Monroe felt that the Total Deficit
line should be cumulative. Mr. Jantz suggested that staff add a line to the table showing a
cumulative total. Mr. Jablonski referred to the $7.6 million in Debt Service shown in the table
and stated this is debt service for the new fareboxes with smart card technology and the new
radio and automated vehicle locator systems. He stated that this is the last payment.

Mr. Marinesi also reviewed projected FY 2007 revenues and projected expenses. He stated
that revenues are projected to exceed expenses by 3.7 percent. He then reviewed the
budgetary assumptions being recommended for approval by the Board.

In response to a question from Ms. Hanson-Cox, MTS Chief Executive Officer Paul Jablonski
reported that MTS is projecting an expenditure of approximately $400,000 to $500,000 to
communicate and market the service changes that will result from the COA and to promote new
services in an effort to increase ridership.

The Board and staff briefly discussed the fluctuation in fuel prices and explained how the
projection was developed for Compressed Natural Gas (CNG). Mr. Roberts explained that the
Budget Development Committee increased staff's recommended assumption for CNG because
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the Committee felt it was too conservative. He also reported that revenues that exceed
expenses during FY 2006 would not be shifted into the FY 08 Capital Improvement Program
until it is clear these funds will not be needed. Mr. Jablonski pointed out that these funds could
be used to cover fuel costs if they begin to exceed budget.

Action Taken

Mr. Clabby moved to receive a report on the MTS fiscal year 2007 operating budget and
approve the following budgetary assumptions for the fiscal year 2007: (1) Nonrecurring
TransNet funding shift to FY 08 Capital Improvement Program (CIP) ($4,479,710);

(2) FY 06 energy rate amendment to $1.50 per therm for compressed natural gas and $2.32 per
gallon for diesel: and (3) funding shift of any budgetary revenues exceeding budgetary
expenses to the FY 08 CIP. Mr. Monroe seconded that motion, and the vote was 9 to 0 in favor.

Public Comment

There was no Public Comment.

The next Budget Development Committee meeting will be held on April 26, 2006. The Finance
Workshop was adjourned at 8:45 a.m.

Board Meeting - 9:00 a.m.

3.

a. Roll Call

Vice Chair Rindone called the meeting to order at 9:00 a.m. A roll call sheet listing
Board member attendance is attached.

b. Approval of Minutes

Mr. Clabby moved to approve the minutes of the March 23, 2006, Board of Directors
meeting. Ms. Zarate seconded the motion, and the vote was 9 to 0 in favor.

o Public Comment

Donna Erickson: Ms. Erickson presented a copy of a letter from her to Mr. Conan
Cheung, MTS Director of Planning and Performance Monitoring, in which she advocated
for Route No. 25 bus riders who don’t support changes proposed for that route as part of
the COA. She reiterated the reasons outlined in her letter for the community’s
opposition to the service change. Mr. Jablonski provided a brief description of the
changes that were approved by the Board and reported that staff will be monitoring the
service changes to ensure they function as anticipated. He stated that staff can make
refinements as needed.

Chuck Lungerhausen: Mr. Lungerhausen requested sponsorship donations for this
year's MS Walk. He also thanked Ms. Atkins, Mr. Emery, and Mr. Monroe for their jointly
produced editorial piece in the San Diego Union-Tribune on April 7. He stated that he
hoped readers would come to the conclusion that more local tax doIIars will draw more
state and federal tax dollars.
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Clive Richard: Mr. Richard stated that his comments relate to whether or not bus service
changes impact the environment. He stated that when the concept of the Grantville
Trolley Station was presented to the San Diego Planning Commission, they were told
that Route No. 40 express service would serve that station. He stated that there will be
no such service after implementation of the COA. He stated that this will have a
significant impact on Grantville and asked if a negative declaration should be done.

Don Stillwell: Mr. Stillwell presented a letter to the Board asking for reinstatement of the
Grantville Trolley Station bus stop for Route No. 14. He also presented copies of
individual letters that were sent to Council Member Jim Madaffer making the same
request.

Mr. Monroe complimented Ms. Erickson on her demeanor and passion for her cause.
He stated that profound changes need to be made to San Diego’s bus network in order
to make it more effective, and the COA is part of that process. He stated that an
argument not to change the current system does not resonate.

MTS: Election to Fill Vacancies in Committee Appointments for 2006 (LEG 410, PC 50101)

Vice Chair Rindone requested that the Board nominate and elect a Board member to replace
Mr. Ron Morrison on the Joint Committee for Regional Transit (JCRT) and as an alternate on
SANDAG’s High-Speed Rail Task Force for the remainder of the calendar year.

Action Taken

Mr. Roberts moved to nominate Ms. Hanson-Cox to replace Mr. Ron Morrison on the Joint
Committee on Regional Transit and as an alternate on SANDAG’s High-Speed Rail Task Force
to serve for the remainder of the 2006 calendar year. Mr. McLean seconded the motion, and
the vote was 12 to 0 in favor with Ms. Hanson-Cox abstaining.

CONSENT ITEMS
(Taken Out of Order)

6.

MTS: Salary Range Cost-of-Living Increase for the MTS (ADM 150.3, PC 50711)

Recommend that the Board of Directors increase the salary ranges of management employees
at the Metropolitan Transit System, San Diego Trolley, Inc., and San Diego Transit Corporation
by 2.5 percent.

MTS: Negotiated Lease Agreement for The Transit Store (MKPC 670, PC 50513)

Recommend that the Board of Directors authorize the CEO to execute a lease agreement with
Executive Complex, LP, for rental space at 102 Broadway for The Transit Store with the
following terms: (1) A five-year fixed term with an option (at market value) for an additional five-
year term at $2.25 per usable square foot ($4,920.65) per month, for the first 12 months, with an
annual increase of 3 percent on the anniversary date (April 1, 2006); and (2) a tenant
improvement allowance of $11,450.00 to be used by MTS for any physical improvements to The
Transit Store as MTS deems necessary.




Board of Directors Meeting April 13, 2006
Page 4

Recommended Consent ltems

Mr. McLean moved to approve Consent Agenda Nos. 6 and 7. Mr. Emery seconded the motion, and
the vote was 13 to 0 in favor.

CLOSED SESSION:

5. Closed Session ltems (ADM 122)

The Board convened to Closed Session at 9:20 a.m.

a. SDTI: CONFERENCE WITH LABOR NEGOTIATORS Pursuant to California
Government Code Section 54957.6. Agency-Designated Representative: Jeff Stumbo.
Employee Organization: International Brotherhood of Employee Workers (IBEW),
Local 465.

b. MTS: CONFERENCE WITH LEGAL COUNSEL — EXISTING LITIGATION Pursuant to
Government Code Section 54956.9(a). Save Our Heritage Organisation (SQHO) v. City
of San Diego, et. al., Superior Court Case No. GIC 837743.

C. MTS: CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION Pursuant to
California Government Code Section 54956. 9(a) MTDB v. KHS&S and Commerical
Scaffolding, Inc.

The Board reconvened to Open Session at 10:04 a.m.

Oral Report of Final Actions Taken in Closed Session

Ms. Tiffany Lorenzen, General Counsel, reported the foliowing:
a. The Board received a report and gave direction to agency negotiators.

b. The Board received a report and gave direction to outside counsel. City of San Diego
representatives were not present for the discussion of this item.

C. The Board received a report from outside counsel and gave direction to outside counsel.
NOTICED PUBLIC HEARINGS
There were no Noticed Public Hearings.
DISCUSSION ITEMS

30. MTS: Update on the Status of the Grossmont Trolley Station Joint Development Project
(LEG 460, PC 50787)

Ms. Tiffany Lorenzen, MTS General Counsel, introduced MTS outside counsel Marty Bohl and
Wesley Epinsoza and Pat Gavin of Fairfield Residential LLC. She then provided the Board with
an update on the status of the Grossmont Trolley Station Joint Development Project. She
reported that some significant issues have arisen that have not been resolved in spite of
substantial discussion between the involved parties. She stated that Fairfield’s general counsel
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31.

has also identified, as of yesterday, seven new issues. She recommended that the Board not
take action to review and approve the Disposition and Development Agreement (DDA) and the
Ground Lease. She suggested that the Board authorize and direct staff and outside counsel to
continue negotiations with Farifield and Fairfield’s lender working one-on-one with Executive
Committee members as needed, and bring the DDA and Ground Lease back to the Board at its
April 27, 2006 meeting. She added that the appraisal of the property will also be included for
the Board'’s review and approval on April 27.

Ms. Lorenzen stated that staff has been spending four to five hours daily in conference calls
with the parties involved in this project, and good progress is being made. She stated that these
types of projects are very complicated, and staff is trying to work quickly while giving Fairfield
the opportunity to resolve their issues and be comfortable with the resuits.

Mr. Jantz agreed that it would be premature for the Board to review the DDA and Ground Lease
at this point in time and thanked staff for the amount of time being dedicated to the resolution of
the issues. He stated that the lender is concerned about protecting itself against the risks of the
project, which are quite low. Mr. Gavin thanked everyone for their continued patience and
explained that what is occurring is normal for a development project.

Action Taken

Mr. Emery moved to authorize and direct staff and outside counsel to continue negotiations with
Farifield and Fairfield's lender working one-on-one with Executive Committee members as
needed, and bring the DDA and Ground Lease back to the Board at its April 27, 2006 meeting.
Mr. McLean seconded the motion, and the vote was 13 to 0 in favor.

MTS: San Diego Association of Governments (SANDAG) Draft Smart Growth Concept Map
and Workshops (AG 230.1, PC 50451)

Ms. Carolina Gregor, SANDAG Sr. Planner, provided an overview of this item. She reported
that SANDAG has been conducting workshops throughout San Diego to solicit public input
regarding how smart growth could work in San Diego communities. She encouraged Board
members to attend one of these workshops. She explained how different areas of the San
Diego region were classified in the Regional Comprehensive Plan (RCP), which provides an
overall vision and policy framework for better connecting transportation and land use within the
region. She stated that a key step in RCP implementation is the preparation of a Smart Growth
Concept Map. Ms. Gregor defined smart growth, reviewed smart growth designations, and
presented a Regional Scale Concept Map. She stated that there are almost 200 smart growth
areas that have been identified — 35 that are existing or planned and 65 percent that are
potential. She stated that smart growth includes planning grants as well as capital
improvements, such as sidewalks, plazas, streetscape enhancements, improvements to transit
stations, and other community initiatives. She stated that the individual jurisdictions in San
Diego are making decisions regarding what is included on the map, and there is at least one
smart growth project in each jurisdiction. She advised the Board that $14 billion has been set
aside in TranstNet Il for a 40-year period (2008-2048), and $7 million annually has been set
aside for smart growth incentives.

Ms. Gregor reported that SANDAG transportation planners have been working with MTS'’s
Planning and Performance Monitoring Department to ensure that the COA and smart growth
projects integrate well.
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In response to a question from Mr. Monroe, Ms. Gregor provided an overview of community
reactions at each one of the workshops already held. She stated that public input will be posted
to the SANDAG web site.

Mr. Emery stated that there are always discussions about how transit should be tied to growth.
He expressed his frustration that growth occurs as predicted, but transit does not expand along
with it, and MTS does not have the resources to provide the service. He stated that a means
needs to be identified to make it possible for transit expansion to occur as growth occurs. He
pointed out that there is nothing on the horizon for improving transit. He added that the
Legislative Analyst Office report points out that SANDAG does not have the land-use authority it
needs to make these types of projects happen.

Ms. Atkins stated that planning needs to be tied to resources and not just for transit. She stated
that communities are not able to provide recreation centers, libraries, etc. that can provide the
service levels needed in growing communities. She stated that improvements need to be made
in matching funding to areas that are experiencing the most growth. She added that MTS is not
meeting its mandate as a transit agency, and Board members need to convince their peers that
transit needs more funding. She stated that choice riders need more options and more services
before they will choose transit. Ms. Atkins expressed her support of the plan.

Mr. Jablonski stated that, as a result of the public hearings for the COA, staff has a better
understanding of how much more need there is for transit than MTS is able to provide. He
stated that the next step in the planning process is to become more proactive in discussing the
issues, shortfalls, people’s needs, and how transit can make more of an impact by carrying
more choice riders. He stated that work is underway on something to step up that activity, and
that plan will be brought back to the Board in the near future. Mr. Roberts stated that everyone
needs to recognize that there is a limited amount of funding available, and that people need to
be educated to appreciate the value of transit. He suggested that the funding be concentrated
on elements that have a more significant impact on moving people. He stated that improving
sidewalks does not fit that criteria. He stated that, because funding is so split up and spread
around, San Diego has not changed the transit-riding experience for anyone. Mr. Rindone
stated that this idea should be communicated to SANDAG.

Action Taken

Ms. Hanson-Cox moved to receive a report and forward Board comments on the Smart Growth
Concept Map (Attachment A of the agenda item) to the San Diego Association of Governments.
Mr. McLean seconded the motion, and the vote was 13 to 0 in favor.

REPORT ITEMS

45, MTS: SANDAG Survey Findings on Green Line Trolley Ridership (MKPC 620.7, PC 50551)

Ms. Judy Leitner, MTS Business Development Manager, introduced this item and SANDAG
Planner James Floyd. Mr. Floyd provided background on the SANDAG Service Bureau's three
surveys on Green Line trolley ridership, which were conducted in the fall of 2005. He reviewed
the findings of the surveys and pointed out that the system is gaining new riders and others are
riding more often. He briefly discussed modes used previously by new riders and the mode
used to get to the Green Line. He reported that passengers are riding the Green Line primarily
because they don’t have a car available, to avoid traffic congestion, because of the cost of
driving, and/or to avoid parking difficulties. He stated that nearly one-third of Green Line users
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46.

60.

61.

62.

want late-night service on weekends. Mr. Floyd also advised the Board that use of the SDSU
Transit Center has more than tripled, reducing parking demand on campus by 2,000 cars.

In response to a question from Mr. Jones, Ms. Leitner stated that, because of the number of
students who used the Green Line the first day of class, San Diego State University (SDSU) did
not have to use parking valets as they have in past years. She stated that SDSU sold about
700 semester passes in fall of 2004 compared to 3,000 in the fall of 2005. Mr. Jones asked
staff to find out if SDSU has sold fewer parking passes to students.

In response to a question from Mr. Monroe regarding the impact of Green Line ridership on
Orange Line ridership, Mr. Jablonski stated that ridership on the Orange Line was down to
17,000 per day at one point in time but has resurged to above 20,000. Mr. Rindone requested
that the Board receive an update every three months on Green Line ridership and its impact, if
any, on Orange Line ridership. He requested that this update be provided for the duration of
Congestion Mitigation and Air Quality (CMAQ) funding for Mission Valley East.

Action Taken

Mr. Jones moved to receive a report on SANDAG’s survey findings for Green Line ridership.
Ms. Zarate seconded the motion, and the vote was 12 to 0 in favor.

MTS: Operations Budget Status Report for February 2006 (FIN 310, PC 50601)

Mr. Marinesi provided a recap of MTS financial results through February 2006. He reviewed the
total combined net operating subsidy variance and compared revenues and costs to the
amended budget.

Action Taken

Mr. Emery moved to receive the MTS Operations Budget Status Report for February 2006.
Mr. McLean seconded the motion, and the vote was 12to 0 in favor.

Chairman’s Report

There was no Chairman’s Report.

Chief Executive Officer's Report

Train Derailment: Mr. Jablonski reported at the beginning of the meeting that a freight train had
derailed in the early morning as it was pulling out of a siding just south of the 24" Street Station
in National City onto the main line. He stated that the train operator traveled about 200 feet on
the main line before he realized he had a derailed car. He advised the Board that the
derailment damaged the track, and trolley operations had been suspended through this
location. He provided periodic updates throughout the meeting regarding the status of the
removal of the derailed cars by an outside contractor from San Bernardino. At the end of the
meeting, Mr. Jablonski reported that the derailed train had been cleared off the track by 9:45
a.m. and that the rail had been straightened out. He added that the ties were being temporary
replaced by San Diego Trolley staff, and trolley service should be restored shortly.

Board Member Communications
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There were no board member communications

63. Additional Public Comments on ltems Not on the Agenda

Judith MacLeod: Ms. MaclLeod asked if the new signs being installed at the bus stops would
glow in the dark and stated that this is an important issue for people who ride buses after dark.
She also stated that there are people who have complained because they were not aware of
the changes being made to Route No. 44 and others who are confused about constant bus
changes. She stated that some people are not taking responsibility for finding out about service
changes.

64. Next Meeting Date

The next regularly scheduled Board meeting is Thursday, April 27, 2006, at 9:00 a.m. in the
same location.

65. ‘Adjournment

Chairman Mathis adjourned the meeting at 11:12 a.m.

Chairperson
San Diego Metropolitan Transit System

Filed by: Approved as to form:
Office of the Clerk of the Board Office of the General Counsel
San Diego Metropolitan Transit System San Diego Metropolitan Transit System

Attachment: A. Roll Call Sheet

gail.williams/minutes




METROPOLITAN TRANSIT DEVELOPMENT BOARD

FINANCE WORKSHOP
ROLL CALL
MEETING OF (DATE): 4/13/06 CALL TO ORDER (TIME): 8:05a.m.
RECESS: RECONVENE:
CLOSED SESSION: RECONVENE:
ORDINANCES ADOPTED: ADJOURN: 8:45 a.m.
PRESENT ABSENT
BOARD MEMBER (Alternate) (TIME ARRIVED) (TIME LEFT)
ATKINS O (Vacant) O
CLABBY (Selby) O
EMERY (Cafagna) 0
EWIN O (Jantz)
FAULCONER 0 (Vacant) a
HANSON-COX (Lewis) a
MAIENSCHEIN O (Vacant) a
_
MATHIS O (Vacant) O
MCLEAN (Janney) O
] (Rose)
MONROE (Tierney) O
RINDONE (Davis) O
' . 8:25a.m.
ROBERTS 1] (Cox) O
’
RYAN a (B Jones) a
_
YOUNG a (Vacant) a
ZARATE 7] (Parra) a

SIGNED BY THE OFFICE OF THE CLERK OF THE BOARD /&/W

CONFIRMED BY OFFICE OF THE GENERAL COUNSEL

NOT TURNED IN TO ACCOUNTING FOR THE PAYMENT OF FEES. ONLY THE ROLL CALL FOR THE FULL
BOARD MEETING ON THIS DATE WAS TURNED IN FOR PAYMENT OF FEES.




METROPOLITAN TRANSIT DEVELOPMENT BOARD

ROLL CALL
MEETING OF (DATE): 4/13/06 CALL TO ORDER (TIME): 9:00 a.m.
RECESS: RECONVENE:
CLOSED SESSION: 9:20 a.m. RECONVENE: 10:04 a.m.
ORDINANCES ADOPTED: ADJOURN: 1112 a.m.
PRESENT : ABSENT
BOARD MEMBER (Alternate) (TIME ARRIVED) (TIME LEFT)
9:06 a.m. during Al 3
ATKINS (Vacant) a
CLABBY %} (Selby) a
EMERY (Cafagna) 0O
EWIN O (Jantz) A
9:19 a.m. during Al 4
FAULCONER (] (Vacant) a
HANSON-COX | (Lewis) a
MAIENSCHEIN O (Vacant) a
MATHIS O (Vacant) a
MCLEAN (Janney) a
(Rose) 0-
MONROE (Tiermney) O
RINDONE (Davis) O
ROBERTS (Cox) a
9:06 a.m. during Al 3
RYAN a (B. Jones) :
9:16 a.m. during Al 3 11:03 a.m. during Al 45
YOUNG (Vacant) a
ZARATE : (Parra) () )

SIGNED BY THE OFFICE OF THE CLERK OF THE BOARD

CONFIRMED BY OFFICE OF THE GENERAL COUNSEL

Gail.Williams/Roll Call Sheets
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Metropolitan Transit System AGENDA |TEM‘ NO.

REQUEST TO SPEAK FORM ORDER REQUEST RECEIVED

**PLEASE SUBMIT THIS COMPLETED FORM (AND YOUR WRITTEN STATEMENT) TO THE
CLERK OF THE BOARD PRIOR TO DISCUSSION OF YOUR ITEM**

1. INSTRUCTIONS

This Request to Speak form must be filled out and submitted in advance of the discussion of your item
to the Clerk of the Board (please attach your written statement to this form). Communications on
hearings and agenda items are generally limited to three (3) minutes per person unless the Board
authorizes additional time. However, the Chairperson may limit comment to one or two minutes each if
there are multiple requests to speak on a particular item. General public comments on items not on the
agenda are limited to three (3) minutes. Please be brief and to the point. No yielding of time is
allowed. Subijects of previous Hearings or agenda items may not again be addressed under General
Public Comments. '

Date_4-27-200¢&

Name (PLEASE PRINT)_ Dox/ R v eeet

Address £.308 Ravewo Migs,0uBp#/73
SM\D/ ezo, Cu 92/08

Telephone_(%/ 9) 282776 O

Organization Represented (if any) #ore

Subject of your remarks: 4 Dga2rZou.S S)/?/A-ﬂo,u/ _ /4 5&775@;/@(

Agenda Item Number on which you request to speak
Your comments are presenting a position of: SUPPORT OPPOSITION 1\,

2. TESTIMONY AT NOTICED PUBLIC HEARINGS

At Public Hearings of the Board, persons wishing to speak shall be permitted to address the Board on
any issue relevant to the subject of the Hearing.

3. DISCUSSION OF AGENDA ITEMS

The Chairman may permit any member of the public to address the Board on any issue relevant
to a particular agenda item.

4. GENERAL PUBLIC CbMMENTS ON MATTERS NOT ON THE AGENDA
Public comment on matters not on the agenda will be limited to five (5) speakers with three (3)

minutes each, under the Public Comment Agenda Item. Additional speakers will be heard at
the end of the Board's Agenda.

*REMEMBER: Subijects of previous Hearings or agenda items may not again be addressed under
General Public Comments.**
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. ™ SAN DIEGO METROPOLITAN TRANSIT SYSTEM BOARD OF DIRECTORS
REQUEST TO SPEAK FORM AGENDA ITEM NO. 6

ORDER REQUEST RECEIVED ;‘L

*PLEASE SUBMIT THIS COMPLETED FORM (AND YOUR WRITTEN STATEMENT) TO THE
CLERK OF THE BOARD PRIOR TO DISCUSSION OF YOUR ITEM**

1. INSTRUCTIONS

This Request to Speak form must be filled out and submitted in advance of the discussion of your item
to the Clerk of the Board (please attach your written statement to this form). Communications on
hearings and agenda items are generally limited to three (3) minutes per person unless the Board
authorizes additional time. However, the Chairperson may limit comment to one or two minutes each if
there are multiple requests to speak on a particular item. General public comments on items not on the
agenda are limited to three (3) minutes. Please be brief and to the point. No yielding of time is
allowed. Subjects of previous Hearings or agenda items may not again be addressed under General
Public Comments.

compm——

Date 1 ’\U\de C\ u AOY\\ 9'\\ Q—m(l)
Name (PLEASE PRINT)___ (, \)C\Q‘ ) arc X )h ause N
Address T;)_?)O 8 NMown \”O“e_, A’\Ije !ArD-l H- | QL/

Sann Q;ggc> CH, A5\
Telephone \Q\ L \.D q \O

Organization Represented (|f any)

Subject of your remarks: ™MS WalKs . \)P ‘ate,

Agenda Item Number on which you request to speak 3
Your comments are presenting a position of: SUPPORT OPPOSITION
/

2. TESTIMONY AT NOTICED PUBLIC HEARINGS

At Public Hearings of the Board, persons wishing to speak shall be permitted to address the Board on
any issue relevant to the subject of the Hearing.

3. DISCUSSION OF AGENDA ITEMS

The Chairman may permit any member of the public to address the Board on any issue relevant -
to a particular agenda item.

4. GENERAL PUBLIC COMMENTS ON MATTERS NOT ON THE AGENDA
Public comment on matters not on the agenda will be limited to five (5) speakers with three (3)

minutes each, under the Public Comment Agenda Item. Additional speakers will be heard at
the end of the Board's Agenda.

*REMEMBER: Subijects of previous Hearings or agenda items may not again be addressed under
General Public Comments.**

DGunn/SStroh / FORMS
REVREQFO.DGUNN — 10/15/03




1.
Apr. 27, 2006
MTSB mtg.
AGENDA ITEM #3 ( Public Comment)

Good morning Chair Mathis, Bocard members, Staff, and other fellow
citizens. Chuck Lungerhausen of 5308 Monroe Ave. #124 which is in
the SDSU neighborhood of San Diego. 92115
Phone 619-546-5610

| would like to give you an update of what happened last Friday
when Team Water Walkers met at the Mission Beach Plunge to turn in
their sponsorship donations for the 2006 MS Walk. This person was
very pleased to turn-in $4,795 with more on the way. | pray for a
final total in the $5,500 plus range, which will be the highest amount
raised by me since starting this fund raising shtick back in the year
2000.

However imagine some of you would like to know that the Team
IDater Walkers total was in the $109,080.00 plus range. This truly
amazing total was do to one fortunate team member recieving an
anonymous donation of $92,088.08. Am very thankful that some of
you have come forward and donated to this cause. There is still time
to contribute to this years campaign, the books do not close until the
31st of May.

Now on the public transportation front, read comment letters in the
local paper that did not like the addition of TU’s to the systems buses
and Trolleys especially at the same time you are taking some services
away under the COA. Would it not be wonderful if we had the same
type of tax support that the people of Los Angeles and San Francisco
afford their public transportation systems. This can happen here only
if all of you elected officials support it without exception. It all
starts here and at SANDAG.

Thank you for listening and the opportunity to speak.
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Metropolitan Transit System AGENDA ITEM NO.

REQUEST TO SPEAK FORM ORDER REQUEST RECEIVED ]

**PLEASE SUBMIT THIS COMPLETED FORM (AND YOUR WRITTEN STATEMENT) TO THE
CLERK OF THE BOARD PRIOR TO DISCUSSION OF YOUR ITEM**

1. INSTRUCTIONS

This Request to Speak form must be filled out and submitted in advance of the discussion of your item
to the Clerk of the Board (please attach your written statement to this form). Communications on
hearings and agenda items are generally limited to three (3) minutes per person unless the Board
authorizes additional time. However, the Chairperson may limit comment to one or two minutes each if
there are multiple requests to speak on a particular item. General public comments on items not on the
agenda are limited to three (3) minutes. Please be brief and to the point. No yielding of time is
allowed. Subjects of previous Hearings or agenda items may not again be addressed under General
Public Comments.

Date 0ol — OY - 27 .
Name (PLEASE PRINT)_ (L /i ve  IK( I hagrd
Address$ (53 (a Dovna Sr

Som Dicco ,CA q2115-1530
Telephone G¥P3.s82 4 0 7L

Organization Represented (if any)

Subject of your remarks:

Agenda Item Number on which you request to speak
Your comments are presenting a position of: SUPPORT OPPOSITION

2. TESTIMONY AT NOTICED PUBLIC HEARINGS

At Public Hearings of the Board, persons wishing to speak shall be permitted to address the Board on
any issue relevant to the subject of the Hearing.

3. DISCUSSION OF AGENDA ITEMS

The Chairman may permit any member of the public to address the Board on any issue relevant
to a particular agenda item.

4. GENERAL PUBLIC COMMENTS ON MATTERS NOT ON THE AGENDA
Public comment on matters not on the agenda will be limited to five (5) speakers with three (3)

minutes each, under the Public Comment Agenda ltem. Additional speakers will be heard at
the end of the Board's Agenda.

*REMEMBER: Subijects of previous Hearings or agenda items may not again be addressed under
General Public Comments.**
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Metropolitan Transit System

1255 Imperial Avenue, Suite 1000
San Diego, CA 92101-7490
619.231.1466, FAX: 619.234.3407

Agenda Item No. ©

Joint Meeting of the Board of Directors for CIP 11079, 10973, 11026,

Metropolitan Transit System, 10845 (OPS 920.6)

San Diego Transit Corporation, and
San Diego Trolley, Inc.

April 27, 2006
Subject: ' ‘ T
MTS: SOUTH BAY/EAST COUNTY MAINTENANCE FACILITIES CAPITAL PROJECT
BUDGET ADJUSTMENTS
RECOMMENDATION:

That the Board of Directors authorize the Chief Executive Officer (CEO) to:

1. approve the transfer of funds between capital projects (as noted in
Attachment A); and

2. approve a three-year contract (Doc. No. B0451.0-06) for rental of self-storage
units adjacent to the South Bay Maintenance Facility that provides for additional
transit vehicle parking and storage (see Attachment B).

Budget Impact

1. No budget impact (solely transferring funds between different capital projects).

2. Funds for leasing of storage units would be part of the operating expenses, which
would be added as part of each MTS annual budget. Funds are included under
the existing FY 06 MTS budget.

Metropolitan Transit System (MTS) is a California public agency and is camprised of San Diego Transit Corporation and San Diego Trolley, Inc. nonprofit public benefit corporations,
in cooperation with Chula Vista Transit and National City Transit. MTS is the taxicab administrator for eight cities and the awner of the San Diego and Arizona Eastern Railway Company.

MTS member agencies include: City of Chula Vista, City of Coronado, City of Ei Cajon, City of Imperial Beach, City of La Mesa, City of Lemon Grove, Gity of Nationai City, City of Poway,
City of San Diego, City of Santee, and the County of San Diego.




Introduction

As capital funding has been scarce, staff has evaluated older projects with remaining
funds to accomplish critical capital needs at our bus facilities. This item provides for the
transfer of old funds and action to amend the FY 06 capital budget.

The Federal Transit Administration (FTA) allows for projects that have completed certain
steps to be awarded prior to actual receipt of the federal grant funds. The South Bay
Maintenance Facility (SBMF) Expansion, East County Bus Maintenance Facility
(ECBMF) Expansion, and MTS Contract Services (MCS) Service Trucks Projects all
have prior environmental clearances and approvals and all are in the existing Regional
Transportation Improvement Program (RTIP). Therefore, staff is proposing that both
pending construction projects at SBMF and ECBMF and the award this spring of service
trucks proceed. FY 07 FTA grant funding would not be needed on the prOJects from a
cash-flow basis until after July 1, 2006.

Maintenance Service Trucks

Through the FY 07 Capital Improvement Program (CIP) process, funding was provided
for the purchase of two additional maintenance service trucks. Contract award is
anticipated in May 2006 with delivery of the vehicles in summer/fall 20086.

) Funding from FY 07 CIP process for MCS Service Trucks East County
(1118000):
> 2 Additional Vehicles $165,000

South Bay Maintenance Facility

A construction project is scheduled to begin at the South Bay Maintenance Facility in the
coming months. As part of the construction project, one warehouse/office building on
the site is going to be demolished to provide critical bus parking. Along with the
demolition, the construction contract will allow for asphalt and concrete work, enhanced
security lighting around the facility to provide a safe working environment at night for the
transit employees, several new sets of heavy-duty lifts for the maintenance shop, and a
new air compressor for the main maintenance shop. Some of this work will be funded
using new FY 07 CIP funds and through transferring funds from other capital projects
that no longer require the balance of remaining funds. .

DISCUSSION:
\
|
\
|

. Funding from the FY 07 CIP process for SBMF Expansion (1048500):

> MCS SBMF Paving $300,000
> MCS SBMF Air Compressor $120,000
> MCS SBMF Portable Lifts Replacement $135,000

o Transfer remaining funds of $54,820 from MCS Battery Compartment Upgrade
(1107900) to SBMF Expansion (1048500) for enhanced security lighting around
the facility. Staff has evaluated this and deemed that it is not cost effective to do
the battery compartment upgrades and that the funds would be better used for
enhanced security lighting.



o Transfer $54,102 in unused funds from SBMF Compressed Natural Gas (CNG)
Fuel Station Upgrades (1097300) to SBMF Expansion (1048500) for the
upcoming construction project at SBMF.

) Transfer $898 in unused funds from SBMF CNG Fuel Station Upgrades
(1097300) to SBMF Improvements (1102600) to offset the negative balance and
close that project.

At the South Bay Maintenance Facility, there is a need for additional space for vehicle
parking and storage. Under the previous authorization by the CEO for up to $31,000
(through June 30, 2006), MTS has leased from the adjacent property (Sav-On Self
Storage) a row of units pending the purchase of the property by MTS. This action
provides for up to an additional three years (July 1, 2006 - June 30, 2009) of leasing for
a total not-to-exceed cost of $410,000 (including the previously authorized $31,000).

East County Bus Maintenance Facility

A construction project is scheduled to begin at the ECBMF in the coming months.
Included in the construction will be the demolition of several smaller buildings scattered
around the site, some site paving and grading, enhanced security lighting around the
facility to provide a safe working environment at night for the contractor employees,
portions of new fencing installed around the perimeter of facility, an emergency electrical
generator for 1213 North Johnson, and several new sets of heavy-duty lifts for the
maintenance shop.

. Funding from the FY 07 CIP process for ECBMF (1049600):

> ECBMF Expansion $1,687,693
> MCS ECBMF Emergency Generator $ 250,000

Paul C. Jablonski
Chief Executive Officer

Key Staff Contact: Susan Hafner, 619.595.3084, Susan.Hafner@sdmts.com

APRIL27-06.6.SOUTHBAYEASTCOCIPADJUST.EHURWITZ

Attachments: A. Capital Project Fund Transfers/Additions
B. Contract Doc. No. B0451.0-06




Att. A, Al 6, 4/27/06,
CIP 11079, 10973, 11026, 10845

CAPITAL PROJECT FUND TRANSFERS/ADDITIONS

A1) Capital Project Fund Transfers:
1107900 — MCS 1097300 ~ SBMF
Battery Compartment | CNG Fuel Station 11"?12?336;125:\;' F 104!2)5(ogn;i§r?MF
Upgrades Upgrades P P
($54,820) ($55,000) $898 $108,922
A2) For Information
Capital Project New Funds (From FY 07 CIP Process):

$300,000
MCS SBMF Air Compressor $120,000
MCS SBMF Portable Lift Replacement $135,000
EZst County Bus|N /.= 1049600
ECBMF Expansion $1,687,693
MCS ECBMF Emergency Generator $250,000
$165,000
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SAV-ON STORAGE
3712 Main Street, Chula Vista, California 91911-5835 0PS 920.8
Phone (610 A2 e raxSa) 427-6357 Ayt B, Al 6, 4/27/06, CIP 11079,

RENTAL AGREEMENT AND ADDENDU 10973, 11026, 10845 (OPS 920.6)

NOTICE: YOUR STORED PROPERTY MAY BE SUBJECT TO A CLAIM OF LIEN FOR UNPAID RENT AND OTHER CHARGES AND MAY DE SOLD TO SATISFY
THE LIEN IF THE RENT OR OTHER CHARGES DUE REMAIN UNPAID FOR FOURTEEN (14) CONSECUTIVE DAYS. THIS LIEN AND ITS ENFORCEMENT IS
AUTHORIZED BY CHAPTER 10 (COMMENCING WITH SECTION 21700) OF THE CALIFORNIA BUSINESS AND PROFESSIONS CODE.

1. LEASE INFORMATION:

A. Date of Lease: ML‘_ZQEK B. Storage Space No:

See: Exhibit A C. Approx. Unit Size:

D. Access Code: E. Administration Fee: F. Rental Rate Per Month: $

G. Occupant's Name(s): Metropolitan Transit System phone: (619 231-1466
Address: 1255 Imperial Avenue, Suite 1000 City__San Diego state;_CA__ zip: 92101
E-MAIL : Cell Phone: ( ) Home:_( )
Employer. . Phone: ( )

[:I My spouse or | is/fam an active member of the Armed Forces, Reservist or Nationa! Guard. Please read and sign addendum.

Employer's Address: City: State: Zip:
H. Driver's License #: Stater Expiration Date: Social Security #:
: NO RENT REFUNDS

PLEASE PROVIDE THE NAME AND ADDRESS OF ANOTHER PERSON IN ADDITION TO YOURSELF TO WHOM ANY PRELIMINARY LIEN NOTICE AND SUBSEQUENT NOTICES
MAY BE SENT. !F NONE, WRITE NONE AND INITIAL.

Name: None ] Phone: { )

Addiess: City: State: Zip:

2: PARTIES AND DATE: This Lease Agreement ("Lease”) is entered into in duplicate, as of the date s;at forth above by and between Sav-On .Slorage
("Owner’) and the individual(s) named above-("Occupant’), for the purpose of renting space for the storage of personal property, and with the express
understanding and agi t that no bailment or deposit for safekeeping Is intended thereby.

3. SPACE: Owner agrees lo let, and Occupant agrees to rent those premises described as a storage space at Owner's facility at 3712 Main Street.
Chula Vista, California ("Storage Facility™), the number of which is set forth in Section 1.B above ("Space”), on the terms and conditions of this Lease.

4.—-JERM;—IhMerm-of—this-Loamhachommence-as-of-lhodato-seuorlh-insecllon—t.kof—lhi&uaserandsbalucnﬁwummonwsj&—

s_ﬂrmxll-bepayahlﬂn—edmnee-al«lhe-rate»set—leﬂh—ln&eGlion—1—.F.—on—epbefere&h&mm(h!y_;ewménmmaiwA
Rent shall be ent-ift-n aid monthly by the day immediately followi e.annive ~date. Rent payment shali be made to Owner at the
address set forth in this Lease, or to sucl ET-Riase Yy 7 designate in writing. Rent payments shall be made in full without offset or

Spaee on, Occupant shall pay the

deductions of any kind, andwitheut-derrafd. Prior to aking possession o the-Spaee,-and_as a condition to taking possessi
month. The monthly rental rate may be changed at any time by Owner giving thirty syswrittea.natice {o Occupant at the address
sel forth in this Lease. Any such adjustment in the monthly rent shall not otherwise affect the terms of this Lease, and all other termS T TS toaseshall
is-will-be-issued

indnJullforce-and-effect.—-No. "—'I tat ts-oF bill il

6. ADDITIONAL RENTAL CHARGES: Late rental payments, or rent checks that are dishonored, cause Owner to incur damages, which are extremely
difficult to measure, and not contemplated by this lease. Rent is due on the rental anniversary date of each month, and is detinquent on the day
immediately following the anniversary date. If rent is not received by Owner by the tenth day following the due date, if Occupant’s check is dishonored
and returned, Occupant agrees to pay to Owner, as additional rent, administrative charges as follows:

Late Rent CharQe (if not paid within 10 days of due date)

1LA.W. Section 21713.5 of the Business'and Professions Code  of $10-$25 $60 or less late fee $10.00 $100 to $1G7 late fee $20.00
Dishonored Check Charge of $25.00 $61 to $99 late fee $15.00 $168 or more late fee $25.00
Pre-Lien Notice Charge (if not paid within 14 days of due date) of $15.00 Advertising Charge of $50.00
Lien Sale Notice Charge (if not paid within 30 days of due date) of $25.00 Labor Charges (hourly rate) of $60.00
Auction Notice Charge of $15.00 Inventory & Sale Fees As Documented
The receipt of a check shall not be considered payment to Owner if the check is dishonored or not paid for any reason. Occupant's property may
become subject to a lien if rent r ins unpaid for fourt (14) days or longer. (California Business and Professions Code §§ 21700 et seq.) in

addition, Occupant agrees lo reimburse Owner for all costs incurred by Owner in enforcing the lien, including, but not limited to, costs of removing locks,
inventory of stored property and reasonable storage costs as may be provided by law. In the event of satisfaction of the lien prior to sale, owner shall
have three (3) days thereafter in which to refease liened property, which may have been removed or re-secured during lien enforcement. ALL
PAYMENTS MADE TO SATISFY OUTSTANDING LIEN AMOUNTS AND CERTIFIED CHECK, CASHIER'S CHECK, MONEY ORDER OR CASH
SHALL PAY CHARGES. If Occupant's checks are dishonored more than once, Owner may lez@ire, upon thirty (30) days wrilten notice to Occupant,
that all future rent shall be paid by certified check, money order, cashier's check or cash,

Any other costs incurred by Owner by reason of Occupant’s breach of any provision of this agreement shail be deemed additional rent, and may be
demanded by Owner of Occupant at any time, or waived, all in Owner's sole and absolute discretion.

7. USE OF STORAGE SPACE: Owner is not engaged in the business of storing goods for hire and no bailment is created under this agreement.
Owner exercises neither care, custody nor control over Occupant's stored property. Occupant agrees lo use the slorage space only for the storage of
property wholly owned by Occupant. Occupant agrees nol to store collectibles, heirlooms, jewelry, works of art or any property having special or
sentimental value to Occupant. Occupait waives any claim for emotional or senlimental sttachment io the slored property. Gecupant-agrees—nol-to--
stora-rrane Oy-Wl'"‘ a-lotal-value-in £-$6.000-without-the-witinn.p isgion-of-the-Ov . I h-wirit p S is -0 DR BULAY 3 ”‘
Qesupants-Propery-shall-be-d d-not-to-exceed-$5.080. Nothing herein shall conslitute any agreement or adnussion by Owner that Geecupani's
stored property has any value, nor shall anything alter the release of Owner's liability set forth below.
iat! hibited-f 1

B—HAZARGOUS CRTQME MATERIALEPROHIBITED:—Beeupant-is-strictlyf +elofing-oF-#sing-ma
facility classified as hazardous or loxic under any 1ocal, SIale OF TEGETAT W Or Teguiatiom,-and-fronrengaging-in-eny

iy ; I
! 1k " 3 he

§ f
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and-di ol ibited-items-

Ie—Ownel-mav-anter-the spaco-atany-time-t P

YPANFO-STORED

7 - Lid 24
9—=—1INB| NGHWWEEDWWNEHBE&—NMWMWW: PANTE
PROPERTY. OCC! ANT'S EXPENSE, A POLICY OF FIRE AND EXTENDED COVERAGE INSURANCE
WITH THEFT, VANDALISM, AND MALICIOUS MISCHIEF ENDOR ANT'S STORED PROPERTY. TO
‘TMTMWWFAWWWWWNWWWPWWW
{Continued on the biack)
B3y his, her, their signature(s)

{ have read, understand, and agree to all terms contained in this Lease, including the terms on the severse side hereof.
below. Occupant acknowledges receipt of a dated and executed copy of this Lease.

“Owner / Agent” (Save On Storage) “Occupant(s)” /

——— « B

X




(LE., NOT TO INSURE WITH ANY DULY LICENSED INSURANCE COMPANY) AND SHALL BEAR ALL RISK OF LOSS OR DAMAGE. THIS
INSURANGE IS A MATERIAL CONDITION OF THIS AGREEMENT AND IS FOR THE BENEFIT OF BOTH OCCUPANT AND OWNER. OCCUPANT
EXPRESSLY AGREES THAT THE CARRIER OF SUCH INSURANCE SHALL NOT BE SUBROGATED TO ANY CLAIM OF OCCUPANT AGAINST
OWNER, OR OWNER'S AGENTS OR EMPLOYEES. OCCUPANT AGREES TO INDEMNIFY AND HOLD HARMLESS OWNER FROM ANY
EXPENSE, COST, OF DAMAGE INCURRED BY REASON OF ANY CLAIM OR ACTION BASED IN WHOLE OR IN PART UPON SUCH
SUBROGATION, WHILE CERTAIN INFORMATION MAY BE MADE AVAILABLE TO OCCUPANT WITH RESPECT TO INSURANCE, OWNER AND
OWNER'S AGENTS ARE NOT INSURERS, ARE NOT AFFILIATED WITH ANY INSURANCE COMPANY, DO NOT ACT AS ANY INSURANCL
COMPANY'S AGENT, BROKER, OR SOLICITOR, AND DO NOT ASSIST IN THE EXPLANATION OF COVERAGE OR IN THE MAKING OF CLAIMS
UNDER ANY INSURANCE POLICY. '

10, RELEASE OF OWNER'S LIABILITY FOR PROPERTY DAMAGE: ALL. PERSONAL PROPERTY STORED WITHIN OR UPON THE STORAGL
SPACE DY OCCUPANT SHALL BE AT OCCUPANT'S SOLE RISK. OWNER AND OWNER'S AGENTS AND EMPLOYEES SHALL NOT Bt
LIABLE FOR ANY LOSS OF OR DAMAGE TO ANY PERSONAL PROPERTY AT THE SELF STORAGE FACILITY ARISING FROM ANY CAUSE
WHATSOEVER INCLUDING, BUT NOT LIMITED TO, BURGLARY, MYSTERIOUS DISAPPEARANCE, FIRE, WATER DAMAGE, RODENTS, ACTS
OF GOD, THE ACTIVE OR PASSIVE ACTS OR OMISSIONS OR NEGLIGENCE OF THE OWNER, OWNER'S AGENTS OR EMPLOYEES.

11, RELEASE OF OWNER'S LIABILITY FOR BODILY INJURY: OWNER, OWNER'S AGENTS AND EMPLOYEES SHALL NOT BE LIABLE TO
OCCUPANT FOR INJURY OR DEATH AS A RESULT OF OCCUPANT'S USE OF THE STORAGE SPACE OR THE SELF STORAGE FACILITY,
EVEN IF SUCH INJURY IS CAUSED BY THE ACTIVE OR PASSIVE ACTS OR OMISSIONS OR NEGLIGENCE OF THE OWNER, OWNER'S
AGENTS OR EMPLOYEES.

12. INDEMNIFICATION: Occupant will indemnify, hold harmless, and defend Owner from all claims, demands, actions, or causes of action (including
atlorney's fees and all costs whatsoever) that are hereafter made or brought as a result of or arising out of Occupant’s use of the space and Storage
Facility. This indemnity specificafly includes, but is not limited o, all liabilities released by Occupant in Section 9 of this Lease.

13. NOTICES--CHANGE OF ADDRESS--CHANGE IN TERMS: All notices required or permitted by law, or by this agreement, may be sent to
Occupant at any of the addresses set forth for Occupant in section 1-G of this Lease. In the event that any of the addresses given above change, such
change shall not be binding upon Owner urdless Occupant has given Owner wrilten notification of the change, either by personal delivery or by deposit n
the United States mail with first class postage prepaid addressed to Owner at the address given for payment of rent and the owner has acknowledged its
receipt in wriling. Any of the terms of this agreement may be changed by Owner by written notice to Occupant seven (7) days prior to the expiration of
any month of this tenancy. o .

14, CONDUCT: Should occupant appoint another person(s) or organization(s) lo enter the storage space, occupant shall be responsible for the
conduct of such person(s) or organization(s). Owner shall assume that possession of a key and gate code is evidence of authority to enter occupant's
space. All information provided by occupant on this lease is confidential and will not knowingly be disclosed to anyone without occupant's prior consent,
except for law enforcement purposes.

15. CONDITION OF SPACE / REPAIRS -- COMMENCEMENT AND TERMINATION: Occupant acknowledges that Occupant has inspecled the Space
and found the Space lo ha in good repair and in clean and sanitary condition,. Occupant agrees to maintain the Space in the same condition throughout
the tenm of this Lease. Oceupant will immediately notify Owner of any defect in the Space. Occupant shafl not build on nor attach anything to the inside
or owlside walls, ceiling, or floors of the Space. Upon termination of this Lease, Occupant shall remove all Occupant’s property from the Space and shall
immediately defiver possession of the Space to Owner in the same condition as delivered to Occupant on the commencement date of this Lease,
reasonable wear and tear excepted. Occupant agrees to leave said storage Space broom clean and damage free. Occupant further agrees to remove
alt items from the space and agrees to reimburse Owner for any/all costs of emptying or repairing Space, which includes but is not limited to dump fees,
tabor, materials, and transportation. Occupant agrees to reimburse Owner within 5 days of receipt of an itemized statement of all labor and other
expenses incursred to dispose of said items. The costs of any repairs made necessary by Occupant, or Occupant’s guests or agents, or any wear and
tear in excess of normal use dusing the term of the Lease shall be paid by Occupant. Owner may require Occupant to pay the estimated costs of any
fepairs 1o be made at Occupant's expense prior to the work being done, and Occupant shall pay such expense whether eslimated or actual within ten
(10) days of being billed, and such costs shall be additional rent for the purposes of Owner's remedics on default.

16. ACCESS: In the Owner's absolute discretion, Occupant's access to the Storage Facility and Space may be conditioned in any manner deemed
reasonably necessary by Owner to maintain order and protect security on the Storage Facility. Such measures may include, Lut are not limited to,
limiting hours of operation, requiring verification of Occupant’s identity and right to inspect vehicles.

17. OWNER'’S RIGHT TO ENTER OR INSPECT: Occupant grants Owner, Owner's agents or representatives of any governmental authority, including,
but not limited to, police, fire, heaith or emergency response officials, access to the premises upon three (3) days prior wrilten notice to Occupant.

In the event of an emergency, Owner, Owner's agents or representatives of any governmental authoxity, including. but not limiled to police, firc.
heallh, or emergency response officials, shall have the right to remove Occupant's lock and enter the premises, without notice tn Occupant, and take
such action as may be necessary or appropriate to preserve the premises, to comply with applicable law, or enforce any of Owner's rights.

In the event Occupant's lock is destroyed in the course of such inspection, Owner shall provide and Occupant agrees lo accepl as Occupant's sale

remedy therefore, a replacement lock of similar kind and quality. Owner shall not be responsible for any loss occasioned by Occupant as a result of
entry authorized under this Section.
18, RULES: Owncr shall have the right to establish or change liours of operation or tenant access, or to promulgate rules and amendments, or amend
existing rules and regulations for the safety, care, and cleanliness of the premises. or the preservation of good order on the facility. Occupant agrees
that such rules are made a part of this agreement and agrees 1o follow all of Owner's Rules now in effect, or that may be put into effect from time to time.
Excepl in emergency siluations, all changes of Rules and/or facility hours will be conspicuously posted at least seven (7) days prior to the effective dale
of such change. Hours of Operation and Access shall be posted at the entrance to the Storage Facility. Current Rules will be posted in the Rental
Office.

t TlON:—Jihe-leﬂeney—ekeeeupanl-msy-buemﬁmmd%y-@wm&@empam-by-uze.giv&ag.ol-sevua-(—l)-days;w;utan..uou:;e-w.wwm.~|
party. Rent is payable by Occupai a-ontire-thi criod prior to termination, whether or not Occupant vacates the Space prior
to-tha-and-othe-period—Oesupant-agreas-to-vacale-the-Space-o :00- -V -onthe thetern

20. OCCUPANT'S BREACH: In the event the Occupant breaches this Lease, Owner shall be atlowed, at Owner's discretion, but not by way of
firmitation, to exercise any or all remedies provided herein or at law or in equity.

21. ASSIGNMENT: Occupant shall not sublet or assign the Space.nor store property owned by others without the prior wrilten cansent of Owner.

22. SECURITY OF SPACE / LOCKS: Occupant agrees to be solely responsible for providing such locks, as Occupant desires for securing access to
the Space. In the event such locks or security devices are rendered ineffectual for their intended purpose from any catuse, or the Space is rendered
insecure in any manner, Owner may, at its sole option, take whatever measures are deemed reasonably necessary by Owner to resecure the access to
Occupant's Space. Owner is not responsible for taking any measures whatsoever, nor for nolifying Occupant that access to the Space has become
insecure. The fact that Owner has taken measures 1o resecure the access to Occupant's Space under this paragraph shall not alter lhe release of
Owner's linbilily set forth in Paragraph 9 of this Lease, nor shall such measures be deemed conversion of Occupant's stored property.
23. WAIVER OF JURY TRIAL: Owner and Occupant waive their respective rights to trial by jury of any cause of aclion, claim, counterclaim or cross
compiainl, in any action brought by either Owner against Occupant, or Occupant against OWNer on any IHAllET ansHiYg OuE Ol o1 i iy way conied
with, this rental agreement, Occupant's use of the storage space or premises, or any claim of bodily injury or property loss or damage, or the
enlorcement of any remedy under any law, statute or regutation, . .
24. MISCELLANEOUS: Time is of the essence of this Lease and of each provision of this Lease. Words used in the singutar shalt include the plurat
whese the context 1nquires. Al rights, powers, oplions, and remedies given or granied to Owner by this Lease. or by law, arc cumulative, and no one of
them is exclusive of another. If any provision of this Lease is held by a Court to be void or unenforceable, the other provisions shall remain in full force
and effect,
25. NO ORAL AGREEMENTS: This rental agreement contains the entire agreement between Owner and Occupant, and no orat agreements shall be
of any effect whalsoever. Occupant agrees that he/she is nol relying, and will not rely, upon any oral representation made by Owner, or by any of
owner's agents or employees purporting to modify or add to this agreement in any way whatsoever. Occupant agrees that this agreement may be
modiflied only in writing, signed by both parties, in order for such modification to have any effect whatsoever.

Owner's employees have been forbigaen from providing any service on behalf of Owner.  Should employees of Owner provide service at

Occupant’s request such employee shail be deemed to be the agent of Occupant regardless of whether payment for such service is made or not, and
Occupant agsees to hold Owner harmless from afl liability in connection with or arising from directly of indirectly, such services performed by employen

- of Owner.

26. ENTIRE AGREEMENT: There are no other terms, conditions, or agreements, expressed or implied, written or oral, between Occupant and Owner,
their agents, or employees that extend, limit, or in anyway modify the terms, covenants, and' conditions of this Lease. This Lease may be amended,
modified, or supplemented only by a writing signed by both parties. Any purported oral amendment, modification, or suppiement is void.
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SAV-ON STORAGE
RENTAL AGREEMENT

The following addendum to the original SAV-ON STORAGE Rental Agreement shall substitute
paragraphs 4, 5, 8, 9, and 19 in their entirety. Paragraphs 7 and 12 are partially modified.
Paragraph 27 is an addition to the agreement.

4. TERM: The term of this lease shall be one year commencing as of the date set forth in
Section 1.A of this lease and shall continue on a year-to-year basis unless cancelled by either party
pursuant to the terms of paragraph 19.

5. RENT: Initial rent shall be $278 per unit per month (Unit Rent), for the units shown
below, for a total monthly rent of $ . Rent shall be payable in advance on or before the
monthly Anniversary Date as set forth in Section 1.A. (Anniversary Date). Rent shall be delinquent if
not paid monthly by the day immediately following the Anniversary Date. Rent payment shall be made
to Owner at the address set forth in this lease or to such other place as Owner may designate in
writing. Rent payments shall be made in full without offset or deductions of any kind and without
demand. Prior to taking possession of additional units and as a condition to taking possession,
Occupant shall pay the Unit Rent for any such unit for the first month. No monthly statements or bills
will be issued. The Unit Rent shall be increased annually beginning on the first Anniversary Date of the
date of lease, according to the United States Department of Labor, Bureau of Labor Statistics
Consumer Price Index, for all Urban Consumers, All items, San Diego region (Index). For the purpose
of this lease, the Unit Rent payable for the first month of the term of this lease, or the Unit Rent payable
for the first month after the most recent Anniversary date, shall be muitiplied by a fraction, the -
numerator of which shall be the Consumer Price Index of the calendar month during which.the
adjustment is to take effect and the denominator of which shall be the Consumer Price Index for the
calendar month of the Lease Commencement Date (or Anniversary Date, whichever is later).

In no event shall the Unit Rent be less than two hundred and seventy-eight dollars ($278.00). If, for any
reason whatsoever, there is any change of any kind in the method of calculation or formulae of the
aforesaid Index, or, if said index shall no be longer published, then another index generally recognized
as authoritative shall be substituted by agreement, and if the parties shall not agree, such substituted
index shall be decided by the presiding Judge of the Superior Court of the State of California in and for
the County of San Diego for the time being upon application of either party. Any such adjustments in
the monthly rent shall not otherwise affect the terms of this lease, and all other terms of this lease shall
remain in full force and effect. Exhibit A identifies the total number of units to ultimately be leased by
Occupant, including space numbers.

As of the date of this lease, Occupant leases the following units:

Units (Nos.) - Owner shall lease units as shown on Exhibit A to Occupant on the next monthly
Anniversary Date after they become available during the Term. Monthly rent will include all units
occupied at the Anniversary Date during the Term at the Unit Rent, as specified above.

7. USE OF STORAGE SPACE: Substitute sentence 6 and 7 with the following: Occupant
is permitted to store property in excess of $5,000 without owner’s permission. Delete sentence No. 7.

8. HAZARDOUS OR TOXIC MATERIALS PROHIBITED: Occupant, at its sole cost, shall
comply with all laws relating to the storage, use, and disposal of hazardous materials. Occupant shall
not store, use or dispose of any hazardous materials except for those hazardous materials used in the
provision of public transit services. Occupant may store said hazardous materials provided that such
are stored in strict compliance with applicable laws. In no event shall occupant cause or permit to be
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discharged into the plumbing or sewage of the Storage Facility or onto the land underlying or adjacent
to the Storage Facility any hazardous materials. If the presence of hazardous materials caused or
permitted by occupant resuits in contamination or deterioration of water or soil, then occupant shall
promptly take any and all action necessary to clean up such contamination, but the foregoing shall in no
event be deemed to constitute permission by owner to allow the presence of such hazardous materials.

9. INSURANCE: Occupant shall, at its expense, obtain and keep in force during the term of
this Rental Agreement, a policy of commercial general liability insurance insuring occupant and owner
against any liability arising out of the condition, use, occupancy, or maintenance of the storage facility.
Evidence of coverage must be in the form of a certificate of insurance accompanied by the appropriate
additional insured endorsements. Such insurance policy shall have a combined single limit for both
bodily injury and property damage in an amount not less than two million and no/100ths dollars
($2,000,000). The limits of said insurance shall not limit the liability of the occupant.

Occupant shall, at its expense, keep in force during the term of its Rental Agreement, a policy of fire
and property damage insurance in a special form with a sprinkler-leakage endorsement, insuring
occupant’s inventory, fixtures, equipment ,and personal thereof. Upon execution of this rental
agreement and annually thereafter upon renewal of such policies, occupant shall provide owner with
certificates of insurance, together with appropriate endorsements, evidencing coverage’s the occupant
is required to carry. The policies shall provide for thirty- (30)-days’ advance written notice of
cancellation to owner.

12 INDEMNIFICATION: Add the following to sentence 2: except for any negligence caused by
owner.

19.  TERMINATION: The tenancy of Occupant may be terminated for any reason by Owner or
Occupant by giving a 30-day written notice to the other party following the first year of the term. Rent is
payable by Occupant to Owner for the entire thirty (30) day period prior to termination, whether or not
Occupant vacates the Space prior to the end of the period. Occupant agrees to vacate the space on or
before 5:00 p.m. on the last day of the term.

27. OCCUPANT MODIFICATIONS AND USAGE: Occupant is authorized by Owner to remove
portions and eventually all fencing located on the south property line of Parcel No. 623-250-23 at
Occupant's expense. It is the responsibility of Occupant by removal of fencing to ensure that Owner's
parcel is secure at all times. [n addition, asphalt curb located adjacent to current subject fence may
also be removed at Occupant’s expense. If said lease is terminated, Occupant shall restore existing
fencing and curb to its original condition at Occupant’s expense. Occupant is permitted by Owner to
park Occupant’s vehicles on Owner’s property adjacent to the rented units and the south property line.

SAV-ON STORAGE (OWNER) METROPOLITAN TRANSIT SYSTEM

Ature Ssaature”

Name: Zﬁ ") ZU C—I'C- — ,’ Name: ?C’(LLI _jab‘onSk,\'
Title: gz»e_ Z Title: __CEO
Date: %7 747 oo f Date:
Va4
DSundh/MMO/JGarde
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Attachment: Exhibit A
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EXHIBIT A
SAV-ON STORAGE
UNIT IDENTIFICATION

YEAR ONE
Unit # Allocation to Unit Cost Extended | StartDate i | Unit# Allocation to Unit Cost Extended | Start Date
Determine Cost ' Cost Determine Cost Cost -

Z1-1 Part of below two units 1217 One Unit _ $278 $278
Z1-2 Part of below two units Z18 One Unit $278 $278
Z1-3 Part of below two units Z19 Two Units $278 $556
Z1-4 . [Part of below two units : 220 One Unit $278 - $278
Z1-5 Two Units $278 $556 221 One Unit $278 $278
22 One Unit $278 $278 222 Two Units $278 $556
Z3 One Unit $278 $278 223 One Unit $278 $278
Z4 One Unit $278 $278 Z 24 One Unit $278 $278
25 One Unit $278 - $278 225 One Unit $278 $278
Z6 One Unit $278 $278 226 One Unit $278 $278
27 One Unit $278 - $278 Z27 One Unit $278 $278
28 One Unit $278 $278 _ Z28 Two Units $278 $556
Z9 One Unit $278 $278 Z29 One Unit $278 $278
Z10 Two Units $278 $556 - 1Z 301 Part of below two units
Z1 One Unit $278 $278 " iz 30-2 Part of below two units
Z 12 One Unit $278 $278 Z 30-3 Part of below two units
Z13 One Unit $278 $278 Z 30-4 Part of below two units
Z14 One Unit $278 $278 Z 30-5 Part of below two units
Z15 One Unit $278 $278 Z 30-6 Part of below two units
Z16 One Unit $278 $278 Z 30-7 Part of below two units

Z 30-8 Two Units $278 $556

Total $10,008

SAV-ON UNIT ID.Rmeenes
10/14/2005




N \\\\\\\“!/,/

7~

lll\\\\\\\\\\ Metropolitan Transit System

(/R

1255 Imperial Avenue, Suite 1000
San Diego, CA 92101-7490
619.231.1466 FAX 619.234.3407

Agenda Item No. 7

Joint Meeting of the Board of Directors for LEG 491 (PC 50121)
Metropolitan Transit System,
San Diego Transit Corporation, and
San Diego Trolley, Inc.

April 27, 2006
Subject:

MTS: INCREASED AUTHORIZATION FOR LEGAL SERVICES

RECOMMENDATION:

That the Board of Directors authorize the Chief Executive Officer (CEO) to enter into a
contract amendment (MTS Doc. No. G0934.3-04, Attachment A) with R. Martin Bohl of
the Law Offices of R. Martin Bohl, for legal services related to joint development
projects, in substantially the same form as attached.

Budget impact

Not to exceed $100,000. Outside counsel fees for joint development projects are paid
with deposits from individual developers.

DISCUSSION:

On December 13, 2001, the Board approved a list of qualified attorneys for general legal
services and workers’ compensation for use by MTS, San Diego Trolley, Inc. (SDTI),
and San Diego Transit Corporation (SDTC) staff on an as-needed basis. MTS thereafter
contracted with 26 local attorneys at an average of $25,000 per initial contract.

Pursuant to Board Policy No. 13 (Procurement of Services), the CEO may enter into
contracts with service providers for up to $100,000. The Board must approve all
agreements in excess of $100,000. Some attorneys have multiple cases that are or
have proceeded to trial, and the total cost of their legal services will exceed the
$100,000 CEO authority.

Metropolitan Transit System (MTS) is comprised of the Metropolitan Transit Development Board (MTDB) a California public agency, San Diego Transit Corp., and San Diego Trolley, Inc.,
in cooperation with Chula Vista Transit and National City Transit. MTS is Taxicab Administrator for eight cities. MTDB is owner of the San Diego and Arizona Eastern Railway Company.

MTDB Member Agencies include: City of Chula Vista, City of Coronado, City of £l Cajon, Gity of imperial Beach, City of La Mesa, City of Lemen Grove, Gity of National City, City of Poway,
City of San Diego, City of Santee, and the County of San Diego.




Marty Bohl is currently under contract with the agencies for $150,000. Mr. Bohl has
been providing advice and counsel on the Morena Vista Project and is currently involved
in negotiations for the Grossmont Trolley Station Joint Development Project. His fees
are covered by deposits that MTS receives from the developers. There are nominal
costs incurred to the Office of General Counsel’s budget for outside legal services.
Invoices for current services recently received exceed current contract authority due to
the complexity of the negotiations on the Grossmont Project.

At its September 22, 2005, meeting the Board approved a $50,000 contract amendment
and ratified the previous $100,000 approved by the CEOQ. These additional services are
necessary to complete the Grossmont Project negotiations.

Paul\C. JablopS§ki
Chief tive Officer

Key Staff Contact: Tiffany Lorenzen, 619.557.4512, tiffany.lorenzen@sdmts.com

APRIL27-06.7. BOHLLEGAL SVCS.TLOREN

Attachment: A. Draft MTS Doc. No. G0934.3-04
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/N ﬂl\\\\\\\\\\ \\ Metropolitan Transit System

1255 Imperial Avenue, Suite 1000

San Diego, CA 92101-7490 DFT

(619) 231-1466 » FAX (619) 234-3407 Att. A, Al 7, 4/27/06, LEG 491
April 27, 2006 MTS Doc. No. G0934.3-04

LEG 491 (PC 50121)

Mr. R. Martin Bohl

Law Offices of R. Martin Bohl
501 West Broadway, 15th Floor
San Diego, CA 92101

Dear Mr. Bohl:

Subject: AMENDMENT NO. 3 TO MTS DOCUMENT NO. G0934.0-04;, CONTRACT FOR LEGAL
SERVICES FOR JOINT DEVELOPMENT PROJECTS

This shall serve as our agreement for professional services as further described below.

SCOPE OF SERVICES

Continue to provide joint development project legal services and advice to the Metropolitan Transit
System (MTS), San Diego Trolley, Inc., and San Diego Transit Corporation, on an as-needed basis in
the area of project development, at a base hourly rate of $300.00 for services rendered.

SCHEDULE

All work shall be completed by December 31, 2006.

PAYMENT

Payment shall be based on actual costs, not to exceed $100,000 without prior written approval from
MTS. The total value of this contract, including this amendment, shall not exceed $250,000.

All previous conditions remain in effect. If you agree with the above, please sign and return the copy
marked “original” to Traci Bergthold, Contracts Specialist, at MTS. The remaining copy is for your
records.

Sincerely, Agreed:
Paul C. Jablonski R. Martin Bohl
Chief Executive Officer Law Offices of R. Martin Bohl

APRIL27-06.7-ATTA.G0934.3-04
BOHLLEGALSVCS.TLOREN Date:
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Metropolitan Transit System (MTS) is comprised of the Metropolitan Transit Development Board (MTDB), a California public agency, San Diego Transit Corp., and San Diego Trolley, Inc.,
in cooperation with Chula Vista Transit and National City Transit. MTS is the taxicab administrator for eight cities. MTDB is owner of the San Diego and Arizona Eastern Railway Company.

MTDB member agencies include: City of Chula Vista, City of Coronado, City of El Cajon, City of Imperial Beach, City of La Mesa, City of Lemon Grove, City of National City, City of Poway,
City of San Diego, City of Santee, and the County of San Diego.




//I"\\\\\\\\\\\ Metropolitan Transit System

1255 Imperial Avenue, Suite 1000
San Diego, CA 92101-7490
619.231.1466 FAX 619.234.3407

Agenda Item No. _8

Joint Meeting of the Board of Directors for OPS 960.6
Metropolitan Transit System,
San Diego Transit Corporation, and
San Diego Trolley, Inc.

April 27, 2006
Subject:
SDTC: CONTRACT AWARD FOR BRAKE AND PLANETARY KITS
RECOMMENDATION:
That the Board of Directors authcrize the Chief Executive Officer (CEO) to execute a
one-year contract (SDTC Doc. No. B05-007, Attachment A) with Truck Trailer Transit,
Inc. for brake and planetary kits. The total cost of this procurement, mcludmg California
sales tax, shall not exceed $61,268.69.
Budget Impact
The funding for this contract is allocated under the MTS Bus maintenance budget, which
uses 80% federal funds and 20% local funds.
DISCUSSION:

All of the brake and planetary kits specified in Invitation for Bids No. B05-007 are used
by the MTS Bus Maintenance Department to make brake and/or axle repairs and are
inventoried at both operating divisions. Each of the kits specified in the solicitation are
composed of those parts that must be replaced when the related maintenance
procedure performed. The specification required the bid prices to be fixed for the entire
one-year period of the contract. The Maintenance Department’s estimated annual
usage was used as the multiplier to evaluate and award the contract but their actual
usage may be more or less than estimated.

Metropolitan Transit System (MTS) is comprised of the Metropolitan Transit Development Board (MTDB) a California public agency, San Diege Transit Corp., and San Diego Troftey, Inc.,
in cooperation with.Chula Vista Transit and National City Transit. MTS is Taxicab Administrator for eight cities, MTDB Is owner of the San Diego and Arizona Eastern Railway Company.

MTDB Member Agencles include: City of Chula Vista. City of Coronado, Gity of Ef Cajon, Gity of Imperial Beach, City of La Mesa, City of L.emon Grove, City of National City, City of Poway,
City of San Diego, City of Santee, and the County of San Diego.




San Diego Transit Corporation (SDTC) solicited bids for brake and planetary kits for a
one-year period. Three bids were received on February 28, 2006, (Attachment B) of
which none were local business enterprises. Truck Trailer Transit, Inc. submitted the
lowest responsive and responsible bid. Therefore, staff is recommending award of a
Standard Procurement Agreement to Truck Trailer Transit, Inc. for brake and planetary
kits.

The scope of work for this solicitation was reviewed for disadvantaged business
enterprise (DBE) recommendations and outreach by our DBE consultant,
Gonzalez-White Consulting Services. It was recommended that no DBE goal be set for
this contract.

Paul C\Jablonski

Chief Executive Officer

Key Staff Contact: Claire Spielberg, 619.238.0100, Ext. 6400, claire.spielberg@sdmts.com

APRIL27-06.8. BRAKEPLANETARYKITS . MCERAGIOLI

Attachments: A. Draft Standard Procurement Agreement No. B05-007
B. Bid Summary




San Diego Transit

An Operator in the Metropolitan Transit System

_—
100 16th Street D FT
P.O. Box 122511 Att. A, Al 8, 4/2706, OPS 960.6

San Diego, CA 92112-2511
(619) 238-0100

FAX (619) 696-8159 STANDARD PROCUREMENT AGREEMENT B05-007

CONTRACT NUMBER
311/32254510

FILE/PO NUMBER(S)

THIS AGREEMENT is entered into this day of April 2008, in the state of California by and between the San

Diego Transit Corporation (SDTC), and the following contractor, hereinafter referred to as "Contractor"™:

Name: Truck Trailer Transit, Inc. Address: 1601 Theodore

Form of Business: _Corporation Detroit, Ml 48211

(Corporation, partnership, sole proprietor, etc.)
Telephone: _800.631.1144

Authorized person to sign contracts: R. D. Lawrence President
Name Title

The attached Standard Conditions are part of this agreement. The Contractor agrees to furnish to SDTC
services and materials, as follows:

Provide brake and planetary kits to SDTC'’s two divisions located at 100 16™ Street and 4630 Ruffner Street as
stipulated in SDTC's Invitation for Bids (IFB) No. B05-007; and in accordance with the Standard Procurement
Agreement, including the Standard Conditions Procurement, Federal Requirements, San Diego Transit Corporation’s
Safety Program, and Truck Trailer Transit, Inc.’s Bid Proposal in response to IFB No. B05-007. If there are
inconsistencies between the IFB, Standard Procurement Agreement, and/or the Standard Conditions Procurement,
the following order of precedence will govern the interpretation of this contract:

1. SDTC's IFB No. B05-007, Truck Trailer Transit, inc.'s Bid Proposal, and SDTC's Standard Operating
Procedures.
2. Standard Procurement Agreement, including the Standard Conditions Procurement and Federal Requirements.

This contract shall remain in effect for a one-year period exercisable at SDTC's discretion. Total expenditures of this
contract shall not exceed $61,268.69. In addition, attached is SDTC’s Standard Operating Procedures for
Contractor’'s Safety and Health Requirements (SAF016-03). To comply, please sign the attached form.

SAN DIEGO TRANSIT CORPORATION (SDTC) CONTRACTOR AUTHORIZATION
By: Firm:
Paul C. Jablonski, Chief Executive Officer
By:
Signature
Approved as to form:
Print Name:
By:
Office of General Counsel Title:
AMOUNT ENCUMBERED BUDGETITEM FISCAL YEAR
$61,268.69 311/32254510 FY 07
By:
Cliff Telfer, Interim Chief Financial Officer Date
(Continued on sheets, each bearing contract number)

APRIL27-06.8. ATTA.BRAKEKITSCONTRACT MCERAGIOLI
A-1




San Diego Transit

An Operator in the Metropolitan Transit System

100 16th Street

P.O. Box 122511
San Dingo, oA 62112-2511 Att. B, Al 8, 4/27/06, OPS 960.6

(619) 238-0100

FAX (619) 696-8159 BID SUMMARY
SDTC IFB NO. B05-007

BRAKE AND PLANETARY KITS

COMPANY NAME BID AMOUNT

Truck Trailer Transit, Inc.
1601 Theodore $ 61,268.69
Detroit, Ml 48211

New Flyer Industries, Ltd.
25 De Baets Street

Winnipeg, Manitoba $ 83,178.10
R2J 4G5 CANADA

Mohawk Mfg. & Supply
7200 N. Oak Park Ave. $ 92,632.68
Niles, IL 60714

APRIL27-06.8 ATTB.BRAKEKITBIDSUMM.MCERAGIOLI
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1255 Imperial Avenue, Suite 1000
San Diego, CA 92101-7490
619.231.1466, FAX: 619.234.3407

Agenda Item No. _9_

Joint Meeting of the Board of Directors for CIP 10426.12
Metropolitan Transit System,
San Diego Transit Corporation, and Draft for
San Diego Trolley, Inc.
9 y Executive Committee
April 27, 2008 Review Date: 4/20/06
Subject:
MTS: BUDGET TRANSFER AND CONSTRUCTION MANAGEMENT CONTRACT
AMENDMENT FOR MISSION VALLEY EAST
RECOMMENDATION:
That the Board of Directors authorize the Chief Executive Officer (CEO) to:
1. transfer $250,000 into the Construction Management (CM) line item
(WBS #10426-0700) to fund Contract Amendment No. 40 with Washington
Group International (WGI) to extend CM services on the Mission Valley East
(MVE) Light Rail Transit (LRT) Project (see Attachment A, Budget Transfer
History).
2. execute Contract Amendment No. 40 (MTS Doc. No. L6343.40-01) with WGI
in substantially the same form as shown in Attachment B, in an amount not to
exceed $248,067 for CM services on the MVE LRT Project, including extension
of the CM services through August 31, 2006.
Budget Impact
The $248,067 for Contract Amendment No. 40 (Attachment B) with WGI would come
from the CM line item (WBS #10426-0700), leaving a balance of $198,169.
DISCUSSION:

Budget Transfer

Included in this Board action is an amendment to the CM contract with WGl to provide
additional support for contractor claims against MTS. To fund this action, an additional

Metropolitan Transit System (MTS) is a California public agency and is comprised of San Diego Transit Corporation and San Diego Trolley, Inc. nonprofit pubfic benefit corporations,
in coaperation with Chula Vista Transit and National City Transit. MTS is the taxicab administrator for eight cities and the owner of the San Diego and Arizona Eastern Railway Company.
MTS member agencies include: City of Chula Vista, Gity of Coronado, City of EI Cajon, Gity of Imperial Beach, City of La Mesa, City of Lemon Grove, City of National City, City of Poway,
City of San Diego, City of Santee, and the County of San Diego.




$250,000 would need to be added to the Construction Management item from the
Project Reserve line item leaving a balance of $3,152,250.

Contract Amendment

Amendment No. 40 would direct WGI to assist in the defense of Balfour Beatty/Ortiz
Enterprises, Inc.-JV’s (BB/O'’s) claim against MTS (under Contract No. LRT-426.4) for
the La Mesa Segment of the Mission Valley East LRT Project.

Paul G-JablonsKi

Chief Executive Officer

Key Staff Contact: Ramon A. Ruelas, 619.699.6944, rrue@sandag.org

APRIL27-06.9.MVEBUDGET.RRUELAS

Attachments: A. Budget Transfer History
B. Contract Amendment No. 40 (Board Only)




MISSION VALLEY EAST

BUDGET TRANSFER HISTORY

Budget Transfers
37 38 39 ] 40 | 42 43
Board Approval Date> [ 12/09/2004  04/28/2005  09/08/2005  01/26/2006  02/23/2006  04/27/2006 Current
Board Item Number> #37 #31 #12 #6 #5 Cumulative Approved
WBS Capital Line ltems @ FFGA Changes Budget

0100 Admin] 14,900,000 2,000,000 500,000 2,500,000 17,400,000
0599SDSU| SDSU Utility Betterments 1,500,000 1,500,000
0610 Design Tunnel 6,800,000 40,000 8,440,350 15,240,350
0618 Design Line Segment| 14,500,000 210,000 13,160,000 27,660,000
0700} Construction Management| 21,300,000 1,800,000 600,000 300,000 250,000 | 26,750,000 48,050,000
0800 Prof. Services 2,400,000 800,000 1,800,000 4,200,000
0900 Right of Way| 31,200,000 250,000 1,950,000 33,150,000
1010 SDSU Construction*| 86,500,000 1,000,000 25,929,200 [ 112,429,200
1009 SDSU Mitigation - 12,189,000 12,189,000

1018 Const. Line Segment| 179,400,000 (179,400,000) -
109918GR Const. Grantville 1,000,000 (400,000) 73,329,200 73,329,200
109918LM Const. La Mesa 63,600,000 63,600,000
108918TR Const. Track & Sys. 500,000 47,000,000 47,000,000
109910SR| SDSU Steam Line Repair 1,860,102 1,960,102
1300 Vehicles| 30,000,000 7,850,000 37,850,000
1400 Fare Collection 1,100,000 (100,000) (90,000) (1,090,000) 10,000
1500 Communications 1,100,000 (300,000) 90,000 (810,000) 280,000
1900 Start up 2,400,000 - 2,400,000

3800 Contingency| 31,400,000 (29,689,350) -
4000 Contaminated soils 1,000,000 (250,000) 50,000 1,050,000
Totals*™ 424,000,000 77,018,502 499,307,852
495,847,750
3,460,102
] 4500 Project Reserve | 0 6,000,000 (1,400,000)  (1,450,000) (1,100,000) (250,000) 3,152,250
b 20426] Planning| 6,859,279 6,859,279
505,859,279

* - Inlcudes $4,000,000 in SDSU Utility Relocations
**- excludes 7,000,000 in planning budget

04/13/2006 4:42 PM
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Approved Capital Budget
MTS Funded Budget
SDSU Betterments &
Insurance Claim

Available Reserves

Total Project Bdgt w
planning & reser w/o SDSU
betterments & steam repair

MVE-BudgetHistory.xls
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619.231.1466, FAX: 619.234.3407

Agenda Item No. 30

Joint Meeting of the Board of Directors for LEG 460 (PC 50787)
Metropolitan Transit System,
San Diego Transit Corporation, and
San Diego Trolley, Inc.

April 27, 2006
.Subject:
MTS: UPDATE ON THE STATUS OF THE GROSSMONT TROLLEY STATION JOINT
DEVELOPMENT PROJECT
RECOMMENDATION:

That the Board of Directors:

1. receive an update from General Counsel regarding the status of the Grossmont
Trolley Station Joint Development Project;

2. authorize the Chief Executive Officer (CEO) to execute the Disposition and
Development Agreement (DDA) and Ground Lease, in substantially the same
format as attached (Attachments B and C), assuming an agreement can be
reached with Fairfield Residential, LLC (Fairfield) on all remaining issues;

3. approve the appraisal report; and

4, authorize the CEO to execute and sign any other documents necessary to
complete the transaction, including the lender’s Estoppel Certificate and the
Parcel Map.

Budget Impact

Revenue generation estimated at $381,285 beginning in year 1 of the Ground Lease
with total revenue projection over the 99-year lease term at $635,278,000.

Capital Project Funds. Capital project funds in the amount of $4.7 million are allocated
for related station improvements, including $2 million in San Diego Association of
Governments (SANDAG) Smart Growth grant funds awarded to the City of La Mesa and

Metropolitan Transit System (MTS) is comprised of the Metropolitan Transit Development Board (MTDB) a California public agency. San Diego Transit Corp., and San Diego Trolley. Inc.,
in cooperation with Chula Vista Transit and National City Transit. MTS is Taxicab Ardministrator for eight cities. MTDB is owner of the San Diego and Arizona Eastern Railway Company.
MTDB Member Agencies include: City of Chula Vista, City of Coronado, City of B Cajon, City of Imperial Beach, City of La Mesa, City of Lemon Grove, City of National City, City of Poway,
Clty of San Diego, City of Santee, ang the County of San Diego. ’




MTS, and $540,000 in local Transportation Development Act (TDA) funds contributed by
the City of La Mesa.

DISCUSSION:

The purpose of this item is to update the Board on the status of the negotiations
regarding the Grossmont Trolley Station Joint Development Project. In July 2003, the
MTS Board entered into an Exclusive Negotiating Agreement (ENA) with the City of
La Mesa and Fairfield to create a mixed-use, transit-oriented development project.
Fairfield is proposing to develop 527 apartments over the existing parking lot at the
Grossmont Transit Center Station. Eighty of these units would be made affordable to
low- and moderate-income families. The project will also provide 2,800 square feet of
ground-floor commercial space. The bus stop and troiley station would be retained on
site along with planned pedestrian enhancements. The apartments would be built over
two levels of structured parking. Approximately six hundred exclusive parking spaces
would be provided on the ground level of the parking structure oriented to the existing
trolley station to replace the existing 600 surface parking spaces.

After several months of negotiations, MTS and Fairfield reached an agreement regarding
the financial terms and conditions for the development of the Grossmont Transit Center
Station and a long-term lease of the land thereafter. Those terms and conditions are
memorialized into two documents—a DDA and a Ground Lease. The DDA and

Ground Lease govern how the project will be designed and constructed and gives
Fairfield a long-term lease for the project.

The economic terms include:

. Term of Ground Lease: 55-year lease term with one option to renew for 20 years
and a second option to renew for 24 years. Total term of 99 years.

. Base Rent: $85,333 year one; $170,667 year 2; $256,000 per year thereafter

until year 30.

. Base Rent Commencement Date: Upon close of escrow.

) Overage Rent: 1.25 % of gross income commencing year 1 and completing in
year 30.

. Appraisal Adjustment of Base Rent: Base rent is adjusted to 8% of the fair

market value of the land based upon “mark-to-market” appraisal at the start of
years 31, 56, and 76, capped at 6.5%, 8.0%, and 10% of gross income based
upon appraisals at years 31, 56, and 81.

) Base Rent Escalation: Consumer Price Index adjustment every 5 years, limited

to 15% commencing in year 31.




The following is a list of the issues which have been tentatively resolved between MTS
and Fairfield and will be modified in the Lease (conditioned upon Board approval): -

Description of the project premises will be modified to clarify definitions of the
parcels.

Parking-space allocation for MTS and Fairfield has been resolved. MTS will
have a total of 600 spaces inside the garage along with street parking parailel to
the existing station. Americans with Disabilities Act parking has been provided in
both locations. Nine spaces inside of the garages will be leased back to Fairfield
at a rate of $15 per space per month and escalated at a rate of 5 percent every 5
years over the 99-year lease term. These spaces will be used for Fairfield’s two
leasing offices.

Changes will be made to accommodate some issues raised by the City of
La Mesa.

Minor construction work outside the garage will be performed by the San Diego
Association of Governments (SANDAG) if there are sufficient funds in the capital
improvement program; otherwise, Fairfield will finish this work.

Section 110(2) will be modified to clarify liability issues prior to the execution of
the Ground Lease.

The outside date of the initial 55-year term of the lease will be changed to June
30, 20686, instead of June 30, 2065, to coincide with the Affordable Housing
Agreement.

Sections in the Ground Lease pertaining to bus-relocation costs were modified to
reflect the correct weekly charge for those services.

Sections pertaining to Fairfield's work at the Amaya Drive Station were clarified
to indicate that Fairfield will provide some initial reinforcement work to prevent
the relocated buses from tearing up the asphalt at that station.

Temporary parking spaces during construction was reduced from 265 to 235,
with the condition that if San Diego Trolley, Inc. (SDTI) finds that it needs those
additional 30 spaces, the construction fence for the lay-down yard will be moved
back to return those spaces for SDTI's use.

Section 402(3) was clarified such that the interim access to the site during
construction matches that access depicted on the plans.

Construction Schedule — As discussed with the Executive Committee, Fairfield
will be obligated to construct both parking structures within 39 months of the
close of escrow and complete the entire project within 54 months. Failure to
meet those time deadlines will result in Fairfield being in default under the
Ground Lease.

In the event that Fairfield is unable to complete the project due to a prevailing
wage lawsuit, MTS will retain the right to approve Fairfield’s work in




reconstructing the existing parcels such that both parking lots are returned to
their original condition.

Sections pertaining to Fairfield's obligation to pull building permits were modified
to require Fairfield to pull the grading, sewer, and both garage permits within

ten days of the close of escrow, buildings 1, 2, and 3 within one year of the close
of escrow, and buildings 4, 5, and 6 within 2 years of the close of escrow. Failure
to pull permits on this time frame will result in the imposition of liquidated
damages in the amount of $100,000 for buildings 1, 2, and 3, and $200,000 for
buildings 4, 5, and 6.

Section 417 will be clarified to indicate that the parties will work together to
coordinate the construction of MTS’s capital project and Fairfield's residential
project.

The parties are scheduled to meet on Friday, April 21, 2006, to work through the
remaining issues involving the developer and the lender. General Counse! and outside
counsel will provide a list of all other modifications made at the meeting.

An updated project checklist is attached (Attachment A) to this agenda item outlining the
remaining tasks that need to be completed prior to the close of escrow.

Paul C. Jablonski

Chief Executive Officer

Key Staff Contact: Tiffany Lorenzen, 619.557.4512, Tiffany.Lorenzen@sdmts.com

APRIL27-06.30.GROSSMONT.TLOREN

Attachments: A.
B.

C.
D.

Final Draft of the Ground Lease
Appraisal Report

Project Checklist
Final Draft of the Disposition and Development Agreement } Due to volume -

Board Only
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Grossmont Trolley Station Transit-Oriented Development Project

Tasks Remaining Checklist

Area Task Remaining Action Responsible Due date Task
' Party Completed
Plans/Drawings | Residential Construction Waiting for final submittal by Frank/Tim ASAP v
Plan Review by SANDAG Fairfield
Frank to review submitted plans Frank/Tim 4/30/06
and provide comments to Fairfield
Finalize Capital Fairfield to submit 95% complete Dave 4/30/06 Not a condition of
Improvement Plans Plans escrow
Approval Capital Project Review and approve Frank/Tim 5/15/06 Not a condition of
Plans escrow
Finalize CIP Expenditure Formulate expenditure plan for Paul 5/15/06 Not a condition of
plan $4.7 million escrow
Environmental | Prepare NEPA docs for FTA review complete, Caltrans Frank v
capital improvements approval pending
Obtain NEPA approval Caltrans to authorize clearance Caltrans v
Obtain 404 permit for storm | Approval pending Frank Not a condition of
drain work escrow
Insurance Submit proposed insurance | Fairfield to provide certificates 4/15/06
certificates
Entitlements Building Permits Waiting to issue City 1and 2 years
after Close of
Escrow
Sewer Relocation Permit Waiting to issue City 10 days after
Close of
Escrow
Grading Permit Waiting to issue City 10 days after
Close of
Escrow
Encroachment Permit for Waiting to issue City Close of
Escrow

off-site public
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improvements
Subdivision Improvement Waiting to issue City Close of
Agreement Escrow
Final Parcel Map Approve map Board 4/2706
MTS statement as owner and Paul Close of
signature on map Escrow
MTS process grants of easements | Tim 5/3/06
for entitlements not granted by final
map
Resolution approving Parcel Map City Close of
Escrow
Related Letter Agreement re: City to draft letter Dave Witt 2/10/06 v
Documents drainage improvements
Purchase and Sale MTS to respond to latest draft Marty Bohl 3/23/06
Agreement
Accept drainage Obtain easement from AAA City Close of
easements Escrow
Clarify maintenance of box | Easement to City of La Mesa Tim 5/15/06
culvert
Finalize construction plan Submit agreement for Fairfield Julie 2/17/06 v
agreement b/t SANDAG & | review
Fairfield
Fairfield to respond to Agreement Marcia 3/24/06 v
Fairfield and SANDG to finalize Marcia/Julie 5/1/06
Agreement
Prepare new License Draft new agreement, submit to Tiffany 2/17/06 v
Agreement w/CCRT CCRT for review
Finalize Amended License Tiffany 3/27/06 v
Obtain ROE from City for City to draft ROE Not a condition of
construction of drainage Escrow
improvements
Issue ROE to Fairfield for Finalize ROE and execute Tim 5/1/06 Waiting fo issue
offsite utility work and bus
relocation work
Issue ROE to SDGE for Finalize ROE and execute Tim 5/1/06
gas relocation
Fairfield to submit bus MTS to approve plan Dave/Tim v




eV

relocation plan

Financing Fairfield to submit Evidence | Submit certified financial Marcia 4/25/06
of Financing statements covering last 2 years
Submit Loan Term Sheet, Marcia 4/25/06
Construction loan commitments,
evidence of equity capital
Submit contract between Fairfield Marcia 4/25/06
and General Contractor
Submit Assignment of Construction | Marcia/David 4/30/06
Contract for review/ approval,
evidence of land use approvals,
evidence of necessary easements
and sub-leases.
Approve Assignment of MTS approves documents Marty 5/5/06
Construction Contract for
review/ approval, evidence
of land use approvals,
evidence of necessary
easements
MTS to approve MTS to approve GMP Marty 3/15/06
Guaranteed Maximum
Price (GMP)
Closing Finalize DDA Prepared final draft Marty 3/17/06 v
Documents
Approve DDA Approve final draft Marcia 3/21/06 v
Finalize Ground Lease Prepare final draft Marty 3/22/06 v
Approve Ground Lease Approve final draft Marcia 3/24/06 v
Transmit DDA and Ground Marcia 3/10/06 v
Lease to CalSTERS
MTS reviews CalSTERS Submit comments to MTS Marcia 3/17/06 v
comments to Ground
Lease & Estoppel Cert.
Transmit DDA and Ground | Submit final drafts for approval Marcia 3/25/06 v
Lease to Construction
Lenders
MTS reviews comments by | Review and approve comments Marty/Tiffany 3/30/06 v

Construction Lenders




Estoppel Certificate

MTS responds to form of Estoppel
Certificate

Marty

4/3/06

Lender to respond to MTS JP Morgan Chase | 4/21/06
comments and Mass Mutual
Loan Documents Submit loan docs to MTS Marcia 4/25/06
MTDB to review/approve loan docs | Marty/Tiffany 4/30/06
Grant easements by SDAE | Finalize easements and record Tim 5/1/06
documents
Terminate ancillary parking | Terminate Sharp Hospital parking Tim 3/6//106
agreement agreement
Finalize Closing checklist Submit to MTS for review/approval | Marcia 3/10/06
MTDB to review/provide comments | Marty/Tiffany 3/15/06
re checklist
Memorandum of Lease Fairfield to provide to MTS Marcia
Title Conduct Appraisal Fairfield to propose instructions Wes 2/10/06
and certified appraiser
MTS to approve instructions and Tim 2/15/06
appraiser
MTS reviews and approves | Submit complete appraisal Wes 4/30/06
appraisal
Schedule of Submit Schedule of Fairfield to provide final schedule Dave 3/17/06
Performance performance
MTS to review/revise updated Marty/Tim/Tiffany | 3/22/06
schedule and attach to Ground
Lease
Escrow Open Escrow Select final date and open escrow | Marcia 4/14/06
Close Escrow Close Escrow upon completion of Marcia 5/15/06

escrow checklist

v-v
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DISPOSITION AND DEVELOPMENT AGREEMENT

THIS DISPOSITION AND DEVELOPMENT AGREEMENT ("Agreement"), dated for
reference purposes only as of , 2006, is entered into by and between the
METROPOLITAN TRANSIT DEVELOPMENT BOARD, a California public agency also known
as the Metropolitan Transit System (the "Board"), and FAIRFIELD GROSSMONT TROLLEY
LLC, a Delaware limited liability company ("Developer"), with reference to the following facts:

A. Board is the owner of approximately 7.5 acres of real property in thé City of La Mesa,
County of San Diego, State of California, legally described on Exhibit " A" attached hereto (the "Board
Land").

B. The City of La Mesa (the "City"), is the owner of a approximately one (1) acre of real
property in the City of La Mesa, County of San Diego, State of California, immediately adjacent to
the Board Land legally described on Exhibit "B" attached hereto ("City Land"). The Board is in
negotiations with the City to acquire the City Land.

C. The Board Land and the City Land are located in the Fletcher Parkway Redevelopment
Project Area under the jurisdiction of the La Mesa Community Redevelopment Agency ("Agency").

D. Board operates the Grossmont Trolley Station on land adjacent to the Board Land,
as illustrated and designated on the "Site Map" which is attached to this Agreement as Exhibit "C"
(the "Trolley Station").

E. Board, Developer and Agency previously entered into an Exclusive Negotiating
Agreement for the Grossmont Station Transit-Oriented Development Project dated July 24, 2003,
as extended by letter agreement dated January 15, 2004 as amended (the "ENA"). This Agreement
is the "Board/Developer DDA" that is contemplated in Section 4.5 of the ENA. The term of the ENA
was extended but has expired.

F. Developer and Agency are parties to an Affordable Housing Agreement dated
September 27, 2005(the "Affordable Housing Agreement "), entered into to provide the terms and
conditions on which Agency will provide certain set aside housing funds to Developer and Developer
will provide certain affordable units within the Project (as defined in Section 103 below). Developer
plans to seek an amendment of the Affordable Housing Agreement to address certain concerns of
the Board and the Developer's lenders. The Board shall have the right to review and approve the
amendment.

G. Developer has obtained City and Agency approval of certain entitlements for the
development of the Project as described in Section 211 below. One of the approvals obtained by
Developer is Tentative Parcel Map TPM-04-03 which was approved by the City Council for the City
in its Resolution No. 2005-108 adopted at its meeting on September 27, 2005 (the "Tentative Parcel
- Map") that would divide the Board Land and the City Land into four parcels, as shown on the Site

MTS- Grossmont Station DDA
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Map. Parcels 1 and 2 would be the site for the development of the Project, and Parcels 3 and 4 would
include, among other things, an access easement for access to the Project and other properties.

NOW, THEREFORE, the Board and the Developer covenant and agree as follows:
L [§ 100] SUBJECT OF AGREEMENT.

A. [§ 101]  Purpose of the Agreement.

The purpose of this Agreement is to provide for the development of the Project on the Site
(as defined in Section 102 below) by the Developer and to provide the terms and conditions for the
lease of the Site by the Board to the Developer.

The lease and development of the Site pursuant to this Agreement, and the fulfillment generally
of this Agreement, are in accord with the public purposes and provisions of applicable federal, state,
and local laws and requirements. The Board has taken all actions required by applicable laws to enter
into this Agreement. :

B. [§ 102]  The Site.
The "Site" shall mean Parcels 1 and 2 as shown on the Tentative Parcel Map.

A public road known as "Grossmont Centre Drive" crosses the Site. That portion of the Site
located east of Grossmont Centre Drive is sometimes referred to herein as the "East Parcel” and that
portion of the Site located west of Grossmont Centre Drive is sometimes referred to herein as the
"West Parcel." The East Parcel and West Parcel are sometimes individually referred to as a "Parcel"
and collectively as the "Parcels."”

C. {§ 103] The Project.

The "Project” shall consist of the design, development and construction by Developer of a
transit-oriented, moderate density, mixed-use project on the Site consisting of:

1. Residential components consisting of approximately five hundred twenty-seven
(527) "for-rent" apartment units in three or four-level residential buildings over two (2) levels
of structured parking (the "Residential Area"). Pursuant to the Affordable Housing Agreement,
eighty (80) of those apartment units shall be restricted for use as low and moderate income
rental units.

2. Approximately 2,800 square feet of ground floor retail space facing the Grossmont

Trolley Station on the East Parcel (the "Retail Area").

3. Parking facilities consisting of approximately one thousand three hundre& eighty-
two (1,382) parking spaces on-site in two (2) levels of structured parking on each Parcel, of
which:

MTS- Grossmont Station DDA
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(a) the upper parking levels on both Parcels, comprising approximately six
hundred ninety-eight (698) parking spaces, will be exclusively used for the parking
of the residents of the residential units constructed over that parking structure;

(b) approximately ninety-three (93) parking spaces on the lower parking level
of the West Parcel shall be provided as parking for customers of the Retail Area and
residents of the Project; and

() aminimum of five hundred ninety-one (591) parking spaces on the lower
parking level of the Parcels in an appropriate mix of disabled and standard size spaces
as shown on the Designated Plans (defined below) approved by the Board (the "Trolley
Parking Facilities ") shall be provided on site for the exclusive use of Board, for its
bus and trolley park-and-ride patrons of the Grossmont Station and such other users
and purposes as are described in the form of "Ground Lease" attached hereto as
Exhibit "D";

and eight (8) parking spaces to be constructed by Developer on Parcel 3 and Parcel 4 on the
Tentative Parcel Map in locations and to specifications approved by the Board for the exclusive
use of Board, for its bus and trolley park-and-ride patrons of the Grossmont Station (collectively,
the "Parking Facilities").

4. Alldemolition, site preparation, and all other on-site and off-site improvements
which are required for the construction and operation of the Project.

The Project is more particularly described in the "Scope of Development" which is attached
to this Agreement as Exhibit "E". A "Site Plan" for the Project is attached as Exhibit "F". The
term "Designated Plans" shall mean all final plans and specifications for the Project that are listed
in Exhibit "I'" attached hereto. The Trolley Parking Facilities are shown on those Designated Plans
that are marked with an asterisk on the list of Designated Plans. Developer shall design, develop and
construct the Project at its sole cost and expense.

D. [§ 104]  Parties to the Agreement.

1. [§105] The Board.

The "Board" is a California public agency organized and existing under the laws of
the State of California. The principal office of the Board is located at 1255 Imperial Avenue,
Suite 1000, San Diego, California 92101-7490.

"Board" as used in this Agreement includes the Board and any assignee of or successor
to its rights, powers and responsibilities.

MTS- Grossmont Station DDA
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2. [§106] The Developer.

The "Developer" is Fairfield Grossmont Trolley LLC, a Delaware limited liability
company. The sole member of Developer is Fairfield California Housing Fund LLC, a Delaware
limited liability company ("Fund"). The manager of Developer and the member/manager
of Fund is FF California Housing Fund LLC, a Delaware limited liability company
("Manager"). FF Properties, Inc., a Delaware corporation ("FF Properties") is the manager
of Manager. The principal office of the Developer is 5510 Morehouse Drive, Suite 200, San
Diego, California 92121.

Wherever the term "Developer" is used herein, such term shall include any permitted
assignee or successor in interest as herein provided.

E. [§107] Prohibition Against Change in Ownership and Control of Developer.

1. The Developer represents and agrees that its lease of the Site, and its other
undertakings pursuant to this Agreement, are and shall be used for the purpose of timely
redevelopment of the Site and not for speculation in landholding. The Developer further
recognizes that, in view of:

(a) The importance of the redevelopment of the Site to the general welfare
of the community; and

(b) The fact that a change in ownership or control of the Developer, or of a
substantial part thereof, or any other act or transaction involving or resulting in a
significant change in ownership or with respect to the identity of the parties in control
of the Developer or the degree thereof, is for practical purposes a transfer or disposition
of the Site; and

(c) The factthatthe Siteis notto be leased (except in connection with the rental
of the Residential Area and the Retail Area) or used for speculation, but only used
for development and operation by the Developer in accordance with this Agreement;
and

(d) The importance to the Board and the community of the standards for the
development and the use, operation and maintenance of the Site and the subsequent
rental of the Residential Area and the Retail Area;

that the qualifications and identity of the Developer are of particular concern to the community
and the Board. The Developer further recognizes that it is because of such qualifications and
identity that the Board is entering into this Agreement with the Developer. No voluntary or
involuntary successor-in-interest of the Developer shall acquire any rights or powers under
this Agreement except as expressly set forth herein.
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2. Inlight of the foregoing, and except as otherwise provided in this Section 107,
the Developer, without the prior written approval of the Board, which approval may be given
or withheld in the Board's sole discretion, shall not (i) assign or delegate all or any part of its
rights and obligations under this Agreement; or (ii) effect any transaction which would result
in any person or entity other than (a) Fairfield California Housing Fund LLC being the sole
member of Developer, (b) FF California Housing Fund LLC being the manager of Developer
and the member/manager of Fund, or (c) FF Properties, Inc. being the manager of Manager.

3. This Agreement may be terminated by the Board pursuant to Section 510 if there
1s any voluntary or involuntary assignment or transfer described in Subsection 1(b) above (of
this Section 107) prior to the Close of Escrow where the Board's approval is required but has
not been obtained.

4. The Developer shall promptly notify the Board of any and all changes whatsoever
in the identity or degree of direct and indirect ownership of Developer and its members, partners
or shareholders, of which it or any of its members, partners or shareholders have been notified
or otherwise have knowledge or information.

5. Absentan express signed written agreement between the parties to the contrary,
no assignment of any of the rights or obligations of Developer under this Agreement shall
result in a novation or in any other way release Developer from its obligations under this
Agreement. No consent by the Board to any assignment by Developer shall constitute a consent
to any other assignment or commit the Board to provide its consent to any future assignment.

F. [§ 108]  Schedule of Performance.

Developer and Board shall each use commercially reasonable efforts to satisfy the conditions
to Closing and shall each perform its obligations under this Agreement strictly in accordance with
the "Schedule of Performance" attached hereto as Exhibit "G" and incorporated herein.

I1. [§ 200] SITE DISPOSITION.
A. [§ 201]  Lease of Site.

1. The Board shall use reasonable efforts to enter into an agreement with the City
to acquire the City Land, on such terms and conditions as the Board in its sole discretion deems
fair and reasonable (a "City Land Purchase Agreement"). The Board shall use reasonable
efforts to acquire the City Land pursuant to a City Land Purchase Agreement at or before Close
of Escrow (defined below). ’

2. The Board agrees to lease to Developer the Site together with a non-exclusive
appurtenant easement for vehicular and pedestrian ingress and egress and for utilities over
the area designated as the "Fire Lane and Access Easement" within Parcel 3 and Parcel 4 on
the Parcel Map (the "Access Easement Area"). The Site and the non-exclusive right to use
the Access Easement Area for ingress, egress and utilities are collectively referred to herein
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as the "Premises". Developer agrees to lease the Premises from the Board, for development
of the Project in accordance with and subject to all the terms, covenants and conditions of
this Agreement and subject to the terms, covenants and conditions of the Ground Lease. The
"Fundamental Business Terms" of the Ground Lease are attached hereto as Exhibit "H"
and incorporated herein.

3. The Commencement Date of the Ground Lease shall be the date that escrow closes
and the Memorandum of Lease for the Ground Lease in the form attached as Exhibit L to the
Ground Lease ("Memorandum of Lease") is recorded ("Close of Escrow"), and the parties
shall insert that date, or authorize the Escrow Holder to insert that date, into the Ground Lease.
The date scheduled for Close of Escrow (the "Closing Date") shall be a date mutually agreed
by the parties, but shall not in any event be later than , 2006 [insert date 90
days after full execution by the parties].

4. The Board shall convey to the Developer and the Developer shall accept the
leasehold interest in the Site in the condition provided in Section 202 hereof.

B. [§ 202]  Condition of the Site.

1.  Condition of Title.

(a) Existing Condition. Prior to entering into this Agreement, Developer has
reviewed the preliminary title report ("PTR") issued by North American Title Company
("Title Company") under Order No. 7002106-23 and dated as of December 28, 2005,
together with copies of all available written instruments creating exceptions to the title
shown thereon. All exceptions to title shown in the PTR shall be "Permitted Title
Exceptions" except for the following title exceptions shown on Schedule B of the
PTR: (i) Exception 7 (pipeline and access easement); the Title Company has agreed
to delete this exception upon conveyance of the City Land to the Board; (ii) Exception
17 (the "AAA Easement"); (iii) Exceptions 19 and 20 (the "CCRT License
Agreement"); (iv) Exception 21 (easement in favor of the Board); the Title Company
has agreed to delete this exception upon conveyance of the City Land to the Board;
and (v) Exception 22 (matters disclosed by inspection); the Title Company has agreed
to delete this exception upon receipt and review of the ALTA Survey. Board agrees
to reasonably cooperate and assist Developer in its investigations of the title exceptions
and in the elimination of or modification to those title exceptions that interfere or may
interfere with the development or use of the Project. The Board shall use reasonable
efforts prior to the Closing Date to enter into amendments to the AAA Easement (the
"AAA Easement Amendment") and the CCRT License Agreement (the "CCRT
License Agreement Amendment") in forms reasonably acceptable to Developer.
The AAA Easement Amendment and the CCRT License Agreement Amendment, if
obtained by the Board in form reasonably acceptable to Developer, shall be Permitted
Title Exceptions. Board's agreement to use reasonable efforts to enter into the AAA
Easement Amendment and the CCRT License Agreement Amendment and to cooperate
and assist Developer inresolving objectionable title exceptions shall not require Board
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to pay any money or incur any increased obligations or liabilities to resolve such title
matters. )

(b) Future Easements. The parties shall cooperate reasonably regarding the
grant of non-exclusive easements for utility and access purposes within portions of
the Access Road as may be required by the City or public utility to extend utility service
to the Project or the Trolley Station and such other future easements which might be
necessary or desirable for the operation of the Project or the Trolley Station. Developer
has requested that Board grant utility easements (a) to the City on the Final Map (defined
in Section 202(3) below) and (b) to SDG&E, the City of San Diego and Helix Water
District by separate instrument prior to recording of the Final Map (collectively the
"Proposed New Utility Easements"). Board and Developer shall cooperate reasonably
in the creation of the Proposed New Ultility Easements; provided, however, that this
obligation shall not require (i) the Board to incur any substantial costs, obligations,
or potential liability or substantially limit present or future transit operations for
Proposed New Ultility Easements serving the Project; nor (ii) the Developer to incur
any substantial costs, obligations or potential liability for Proposed New Utility
Easements serving the Trolley Station.

2. Physical Condition. The Site and all improvements thereon shall be conveyed
in an "as is" condition, with no warranty, express or implied by the Board as to the condition
of the soil (or water), its geology, or the presence of known or unknown faults or as to the
condition of the improvements. It shall be the sole responsibility of the Developer, at the
Developer's expense, to investigate and determine the soil (and water) condition of the Site
(including improvements) and the suitability of the Site (including improvements) for the
development to be constructed by the Developer. If the soil (or water) condition of the Site
(including improvements), or any part thereof, is not in all respects entirely suitable for the
use or uses to which the Site and improvements will be put, then it is the sole responsibility
and obligation of the Developer to take such action as may be necessary to place the Site and
the soil (and water) condition thereof (including improvements) in all respects in a condition
entirely suitable for the development of the Site.

3. Subdivision. Developer, at its sole expense, shall use its commercially reasonable
efforts to process for approval by the City a final parcel map in substantially the form of _
[should we attach the map or incorporate
it by reference?] (the "Final Map"), including without limitation payment of all City fees
and the posting of all required bonds. The parties shall cooperate reasonably to cause the Final
Map to be executed by all necessary parties (including the Board), submitted to the City Counsel
for approval, and filed in the Office of the County Recorder of San Diego County at least three
(3) Business Days before the Closing Date.

4. Relocation of Bus Operations

(a) The Board has agreed, at Developer's request, to relocate all bus transit
activities from the Trolley Station to the Amaya Station, a nearby location owned and operated by
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the Board, in order to accommodate the Developer's construction of the Project on the Parcels. The
temporary closure of the bus transit activities at the Trolley Station shall commence not later than
thirty (30) days after Developer's written notice of intent to proceed (the "Relocation Notice"), and
continue for a period ending on the date specified in a written notice delivered by Developer to the
Board (the "Relocation End Date") which notice shall be delivered not later than sixty (60) days
prior to the Relocation End Date identified in such notice.

(b) Inconsideration for such Closure, Developer shall pay to Board, inreadily
available funds, a fee of $1,822.90 for each week of bus relocation (the weekly "Relocation Fee")
to reimburse the Board for the costs incurred by the Board in connection with such relocation of the
bus stop from the Trolley Station to the Amaya Station. Developer has requested that bus transit
activities be relocated to the Amaya Station for a period of three (3) years. Therefore the estimated
total cost for relocation is $284,372.40. Developer shall deposit one-half of this estimated total cost
for relocation ($142,186.20) with the Board on or before the date identified for the commencement
of bus transit relocation in the Relocation Notice.

(¢) Inaddition, Developer acknowledges that the relocation of the bus transit
activities to the Amaya Trolley Station will likely cause damage to the asphalt at the Amaya Trolley
Station. Developer shall have the option, at its sole cost and expense, to install a concrete bus parking
pad to reduce the damages. Developer shall, at its sole cost and expense, repair or replace any damaged
asphalt at the Amaya Trolley Station within thirty (30) days of the Board's written request. All repair
and replacement of damaged asphalt, and the installation of a concrete bus parking pad (should
Developer elect to do so) shall be performed to the Board's standards and specifications. The Board
estimates that the cost to install a concrete bus parking pad and/or repair or replace any damaged asphalt
would not exceed $60,000.

C. [§ 203] Delivery of Completed Documents.

Prior to the Closing Date, the Board and the Developer shall complete, execute, acknowledge
(if required for recordation) and deliver into escrow the following documents:

1. The Ground Lease (in the form attached hereto as Exhibit D);

- 2. The Memorandum of Lease (in the form attached to the Ground Lease as
Exhibit C);

3. Alldocuments required for construction financing of the Project by Developer
and approved by Board pursuant to Section 212 below ("Developer Construction Loan");

4. The Assignment of Construction Contract (as such termis defined in Section 212
below); and

5. Any other documents necessary for the disposition of the Site as contemplated

in this Agreement.
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D. [§204] Closing.

Close of Escrow (also referred to herein as "Closing") shall be deemed to have occurred upon
recording of the Memorandum of Lease. At Closing, the leasehold interest in the Premises shall be
conveyed and possession of the Site shall be delivered to the Developer, and the Ground Lease shall
commence.

E. [§ 205] Conditions to Closing.

Close of Escrow is subject to the following conditions:

1. Developer Certification. Prior to the Closing Date, the Developer shall certify
in writing to the Board that:

(a) theDeveloperisready, willing and able, in accordance with the terms and
conditions of this Agreement, to perform in accordance with the Scope of Development;

(b) all conditions precedent to Closing of which the Developer is aware
(including the delivery into escrow of documents to be deposited by Developer pursuant
to Section 203 hereof, the delivery to the Board of the documents and certifications
to be deposited by Developer pursuant to Section 212 hereof, and the performance
of any other obligations of Developer as set forth in the Schedule of Performance which
are scheduled to be performed before the Closing Date) have been fulfilled or waived
by Developer;

(c) Developer has obtained all Required Land Use Approvals, the only condition
to issuance by the City of all grading and building permits required for the development
of the Project is the payment of applicable fees, and Developer will pay such fees and
obtain all grading and building permits required for the development of the Project
promptly after Close of Escrow;

(d) Developer's construction financing for the Project is in a position to fund
and will fund at Close of Escrow;

(e) that to the best of the Developer's knowledge, (i) the Developer is not in
violation of any order or decree of any court of competent jurisdiction or, any
governmental agency having jurisdiction, which if determined adversely to the interest
of Developer or its respective owners, members or partners, could materially adversely
affect the Developer's ability to construct, develop, operate and maintain the Project
as set forth in this Agreement and the Ground Lease, and (ii) there are no pending or -
threatened judicial or administrative proceedings, which, if determined adversely to
the interests of the Developer or its respective owners, members or partners, could
materially adversely affect the Developer's ability to construct, develop, operate and
maintain the Project as set forth in this Agreement and the Ground Lease.
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The Developer's certification shall include, if requested by the Board not later than ten (10)
days after the delivery thereof, evidence reasonably satisfactory to the Board that all contracts
and commitments required by this Agreement to be procured or entered into by Developer
are in full force and effect as of the time of such certification, or will be in full force and effect
concurrent with the Closing; :

2. City Land. The Board shall have acquired the City Land from the City.

3. Final Map. The Final Map shall have been signed by the Board, approved by
the City, and filed in the Office of the County Recorder of San Diego County.

4. Condition of the Site. There shall have been no material adverse change in the
physical condition of the Site following the date of execution of this Agreement.

5. Proceedings. No legal or administrative proceeding, or moratorium, referendum,
or other challenge that would adversely impact the Required Land Use Approvals or Developer's
ability to construct and occupy the Project within the times set forth in the Performance Schedule
shall have been filed.

6. Deliveries. All funds and documents described in Sections 203, 206 and 207
have been delivered to Escrow Holder.

7. CCRT License Agreement Amendment.

(a) Board and CCRT Properties have executed, acknowledged, and deposited
into a sub-escrow with Escrow Holder counterpart copies of a CCRT License Agreement
Amendment in form and content acceptable to the Board and Developer, together with
instructions to Escrow Holder that the CCRT License Agreement Amendment shall be recorded
when:

(1) all other conditions to Close of Escrow have been satisfied and this
Escrow is, in all other respects, in a position to close, and

(2) Escrow Holder has received from Developer the sum of One Hundred
Thousand Dollars ($100,000) (the "CCRT License Agreement Amendment Fee")
and is prepared to deliver the CCRT License Agreement Amendment Fee to CCRT
upon the recording of the CCRT License Agreement Amendment; and

(b) Developer has deposited the CCRT License Agreement Amendment Fee
into Escrow and instructed Escrow Holder to deliver the CCRT License Agreement Amendment
Fee to CCRT upon the recording of the CCRT License Agreement Amendment.

8. AAA Easement Amendment. Board and the Automobile Club of Southern
California have entered into and recorded a AAA Easement Amendment in form and content
acceptable to the Board and Developer.
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9.  Proposed New Utility Easements. Board shall have executed and recorded
all Proposed New Ultility Easements not dedicated on the Final Parcel Map in form and content
acceptable to the Board and Developer, together with such joint use agreements or similar
agreements between the Board and the utility companies as the Board may require for its
protection.

10. The Leasehold Title Policy. Escrow Holder can procure the Leasehold Title
Policy insuring title in conformity with Section 208 of this Agreement.

11. Designated Plans. Board shall have approved the "Designated Plans" including,
without limitation, the plans for the Trolley Parking Facilities and the mix of disabled and
standard size spaces within the Trolley Parking Facilities.

12.  Financing and Project Commitments. Developer shall have delivered to the
Board all of the documents and certifications referred to in Section 212 hereof, and the Board
shall have issued all approvals required of the Board under Section 212.

13.  Reimbursement of Costs of Board's Consultants. Developer shall have (a)
deposited with Escrow sums sufficient (in the reasonable determination of the Board) to
reimburse the Board for the fees, costs and expenses of its outside consultants (Keyser Marston
Associates Inc.) and outside counsel (the Law Offices of R. Martin Bohl) and reimbursable
stafftime for entry permits requested by Developer for this project and (b) shall have delivered
instructions to Escrow to release such deposited sums to Board at Close of Escrow.

14.  Developer Performance. Prior to the Closing Date, the Board shall determine
that (a) all conditions precedent to the Closing have been satisfied and performed, including
without limitation, Developer's performance of any other obligations of Developer as set forth
in this Agreement, including without limitation the Schedule of Performance or the Scope
of Development, which are scheduled to be performed before the Closing Date; and (b)
Developer has performed all of its material obligations under this Agreement and is not in
material default under this Agreement.

15.  Board Performance. Prior to the Closing Date, the Developer shall determine
that (a) all conditions precedent to the Closing have been satisfied and performed, including
without limitation, the Board's performance of any other obligations of the Board as set forth
in this Agreement, including without limitation the Schedule of Performance or the Scope
of Development, which are scheduled to be performed before the Closing Date; and (b) Board
has performed all of its material obligations under this Agreement and is not in material default
under this Agreement.

16. Fair Market Rent Appraisal. An MAI appraiser acceptable to the Board and
to the Developer shall have determined that the "fair market rental value" of the Premises is
not less than the consideration to be paid by Developer in connection with its lease of the
Premises.
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17.  Affordable Housing Agreement Amendment. Developer and the City of La
Mesa have entered into an amendment to the Affordable Housing Agreement in form and
content acceptable to the Board and Developer.

18. Waiver of Conditions Precedent. The conditions precedent described in
Subsections 4, 10 and 15 of this Section 205 are for the sole benefit of Developer, and
Developer unilaterally may waive any or all of such conditions. The conditions precedent
described in Subsections 1, 13 and 14 ofthis Section 205 are for the sole benefit of the Board,
and the Board unilaterally may waive any or all of such conditions. Except as otherwise
expressly provided in this Agreement, any other closing conditions described in this Agreement
may be waived only by written notice from both Developer and the Board to Escrow Holder
and each other. Subject to the terms of this Agreement, Developer and Board shall use their
reasonable efforts to satisfy all conditions to closing in accordance with the Schedule of
Performance.

F. [§ 206] Escrow and Escrow Instructions.

1. The Board agrees to open an escrow for the purposes of this Agreement with
North American Title Insurance Company or such other escrow company or escrow department
of a title insurance company as may be acceptable to both the Board and the Developer (the
"Escrow Holder"). This Agreement, together with escrow instructions and any supplemental
escrow instructions mutually acceptable to the parties entered into by the parties consistent
herewith (the "Escrow Instructions"), shall constitute the joint escrow instructions of the
Board and the Developer with respect to the conveyance of the leasehold interest in the Site,
and a duplicate original of all such documents shall be delivered to the Escrow Holder upon
the opening of escrow.

2. The Board and the Developer shall provide such additional escrow instructions
as shall be necessary and consistent with this Agreement. The Escrow Holder hereby is
empowered to act under this Agreement and, upon indicating its acceptance of the provisions
of this Section in writing, delivered to the Board and to the Developer within five (5) days
after the opening of the escrow, shall carry out its duties as Escrow Holder hereunder.

3. TheBoard shall not pay any fees, charges or costs in connection with the Closing;
Developer shall pay all such expenses.

4.  The Developer shall pay into escrow to the Escrow Holder the following fees,
charges and costs promptly after the Escrow Holder has notified the Board of the amount of
such fees, charges and costs prior to the Closing Date:

(@) All: (i) escrow fees, (ii) city or county transfer, conveyance or documentary
taxes or fees, and (iii) recording and notary fees; and

(b) The premium for the Leasehold Policy referred to in Section 208 below
and any lender’s policy required in connection with the Developer’s Construction Loan.
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5.  The Escrow Holder is authorized to:

(@) Pay,and charge the Developer, for any fees, charges and costs payable under
this Section to third parties. Before such payments are made, the Escrow Holder shall
notify the Board and the Developer of such fees, charges and costs;

(b) Deliver the Ground Lease and other documents (including those referred
to in Section 203 hereof) to the parties entitled thereto when the conditions of the
escrow have been fulfilled by the Board and the Developer;

(c) Ifnotpreviouslyrecorded, record the Deed to the City Land, the Proposed
New Utility Easements (and any associated joint use or similar agreements required
by Board), the Final Map, the CCRT License Agreement Amendment, the AAA
Easement Amendment;

(d) Record the Memorandum of Lease and any instruments delivered through
this escrow if necessary or proper to vest an enforceable leasehold interest in the
Developer in accordance with the terms and provisions of this Agreement; and

(e) Doall things necessary and authorized to be done to fulfill this Agreement
and the escrow instructions.

6.  If the escrow is not in condition to permit the delivery of the Ground Lease,
recordation of the documents listed in Section 206(5)(c) above (if not previously recorded),
recordation of the Memorandum of Lease, and recordation of any documents in connection
with any Developer Construction Loan by the Closing Date, either party who is not then in
default hereunder may, in writing, terminate this Agreement as provided in Sections 509 and
510 (including any cure period) and demand the return of its money, papers, documents, or
real property. Thereupon all rights, liabilities, duties and obligations of the parties under this
Agreement shall be determined as provided in Sections 509-511 hereof. No termination or
demand for return shall be recognized until ten (10) days after the Escrow Holder shall have
mailed copies of such demand to the other party at the address of its principal place of business.
Objections, ifany, shall be raised by written notice to the Escrow Holder and to the other party
within the 10-day period. If any objections are raised within the 10-day period, the Escrow
Holder is authorized to hold all money, papers and documents until instructed by mutual
agreement of the parties or, upon failure thereof, by a court of competent jurisdiction. If no
such demands are made, the escrow shall be closed as soon as the conditions contained in
this Agreement concerning the conveyance of the leasehold interest in the Site have been
satisfied.

7. The Escrow Holder shall not be obligated to return any such money, papers or
documents except as provided in Subsection 6 above, or upon the written instructions of both
the Board and the Developer or until the party entitled thereto has been determined by a final
decision of a court of competent jurisdiction.
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8. Any amendment to the Escrow Instructions shall be in writing and signed by
both the Board and the Developer. At the time of any amendment, the Escrow Holder shall
agree to carry out its duties as Escrow Holder under such amendment.

9. Allcommunications from the Escrow Holder to the Board or the Developer shall
be directed to the addresses and in the manner established in Section 601 of this Agreement
for notices, demands and communications between the Board and the Developer.

10.  Theliability of the Escrow Holder under this Agreement is limited to performance
~ of the obligations imposed upon it under this Agreement and the Escrow Instructions, and
any supplemental escrow instructions delivered to and accepted by the Escrow Holder.

11.  Each party hereto represents to the other that it has not authorized any broker
or finder to act on its behalf in connection with this Agreement and that it has not dealt with
any broker or finder purporting to act on behalf of any party. Each party hereto agrees to
indemnify, defend and hold harmless the other party from and against any and all losses, liens,
claims, judgments, liabilities, costs, expenses or damages (including reasonable attorneys'
fees and court costs) of any kind or character arising out of or resulting from any agreement,
arrangement or understanding alleged to have been made by such party or on its behalf with
any broker or finder in connection with this Agreement or the transaction contemplated hereby.
Notwithstanding anything to the contrary contained herein, this section shall survive the Closing
or any termination of this Agreement.

G. [§ 207]  Deposit of Monies and Recordation of Documents.

Developer shall deposit with Escrow Holder not later than two Business Days before the Closing
Date sums sufficient (in the reasonable determination of the Board) to reimburse the Board for the
fees, costs and expenses of its outside consultants (Keyser Marston Associates Inc.) and outside counsel
(the Law Offices of R. Martin Bohl) and reimbursable staff time for entry permits requested by
Developer for this project. Such sums shall be transferred to Board at Close of Escrow. After Close
of Escrow, any balance of such deposits remaining (after payment of such fees, costs and expenses)
shall be refunded promptly to the Developer, and the Board shall deliver to Developer reasonable
evidence of such charges and payment.

The parties hereto shall each deposit any monies required to close the escrow with the Escrow
Holder prior to the Closing Date; provided that the Escrow Holder shall have notified the parties hereto
in writing that the Ground Lease, the Memorandum of Lease and other documents referred to in
Section 203 hereof have been delivered to the Escrow Holder and that title is in the condition to be
. conveyed in conformity with the provisions of Section 202 of this Agreement. The Escrow Holder
shall cause the Title Company to deliver to the Developer a leasehold title insurance policy insuring
title in conformity with Section 208 of this Agreement, deliver to the parties fully executed duplicate
originals of the Ground Lease, and record the Memorandum of Lease in the Official Records of the
County Recorder for the County of San Diego. The Ground Lease shall not be recorded.
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The parties agree to perform all acts necessary for recordation in sufficient time to close escrow
in accordance with the provisions of this Agreement.

H. [§ 208]  Title Insurance.

Concurrently with the recordation of the Memorandum of Lease and the delivery of the executed
duplicate originals of the Ground Lease to the parties, Title Company or such other title insurance
company approved by the Board and satisfactory to the Developer shall provide and deliver to the
Developer atitle insurance policy insuring that the leasehold title in the Site is vested in the Developer
subject only to the Permitted Title Exceptions and all standard exceptions and exclusions from coverage
set forth in the form oftitle policy ("Leasehold Title Policy"). The Leasehold Title Policy shall be
in such amount as the Developer and the Title Company may agree. At Developer's option and sole
cost, and provided that the Closing is not thereby delayed, Developer may obtain an ALTA extended
coverage leasehold owners policy of title insurance, subject only to the Approved Title Exceptions
and such exceptions and other matters as are revealed by or result from the ALTA survey. The Title
Company shall provide the Board with a copy of the Leasehold Policy.

L [§209] Taxes and Assessments.

Ad valorem taxes and assessments, if any, levied, assessed or imposed on the Site during any
period prior to the Commencement Date of the Ground Lease shall be borne by the Board. Ad valorem
taxes and assessments (including possessory interest taxes), if any, levied, assessed or imposed on
the Site during any period commencing after the Commencement Date of the Ground Lease shall be
borne by the Developer, pursuant to the Ground Lease.

J. [§ 210]  Occupants of the Site.

The Site shall be conveyed free of any possession or right of possession except that of the
Developer.

K. [§211] Required Land Use Approvals.

Developer, at its sole cost and expense, shall use its commercially reasonable efforts to obtain
all approvals, permits and authorizations from governmental and quasi-governmental agencies and
other parties required for the development of the Project, including without limitation the approvals
listed on Exhibit I attached hereto and incorporated herein (the "Required Land Use Approvals").
Developer represents and warrants to the Board that: (1) Developer has obtained all of the Required
Land Use Approvals other than the Final Map, and (2) the only condition to issuance by the City of

. all grading and building permits required for the development of the Project is the payment of applicable
fees, which shall be paid promptly following Close of Escrow. The Developer's rights and obligations
to lease the Site pursuant to this Agreement shall be subject to, and conditioned upon, the Developer’s
obtaining all the Required Land Use Approvals.
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L. [§212]  Submission of Evidence of Financing and Project Commitments.

The Developer shall report regularly as requested by the Board (but at least every three (3)
months) on its progress in obtaining financing for the development on the Site. The reports may be
oral, or shall be in writing if requested by the Board. The reports shall explain in reasonable detail
the sources and methods of financing sought, the status of obtaining the financing and the issues, if
any, which must be resolved, and the pre-leasing activity which is required or has been achieved.
The information in the reports shall remain confidential to the extent permitted by law, recognizing
without limitation that they are subject to review by responsible officials, employees and contractors
of the Board.

Not later than the times specified therefor in the Schedule of Performance, the Developer shall
submit to the Board for approval, which approval shall not be unreasonably withheld, the following;

1. A current certified financial statement or statements covering the last two (2)
years, or other financial statements or forms of financial confirmation, in such form reasonably
satisfactory to the Board, evidencing the sources of capital sufficient to demonstrate that the
Developer has adequate funds and is committing such funds to cover the construction costs
and other costs the Developer is expected to incur in fulfilling the obligations of this Agreement.

2. Evidence satisfactory to the Board that the Developer has obtained the financing
necessary for the acquisition and development of the Project in accordance with this Agreement.
Such evidence of financing shall include the following, certified by the Developer to be true
and correct copies thereof:

(a) A copyofthe term sheet describing the details of the terms and conditions
of the mortgage loan or loans obtained by the Developer (both for interim construction
financing and take out financing if a condition of funding the construction loan) to
assist in financing the construction of the Project;

(b) Construction loan commitments from Permitted Mortgagees (as defined
in the Ground Lease) subject only to such conditions as may be approved by the Board;

() Copiesofall proposed construction loan documents (e.g., notes, trust deeds,
indentures, loan agreements, etc.) pertaining to the Project; and

(d) Evidence satisfactory to the Board of sources of equity capital sufficient
to demonstrate that the Developer has adequate funds legally committed to cover the
difference, if any, between construction cost minus financing authorized by mortgage
loans, and evidence of Developer's financial ability to meet normally anticipated cost
over-runs.

3. A copy of the contract between the Developer and the general contractor, FF
Development L.P., a Delaware limited partnership, for the construction of improvements upon
the Site. Such contract shall be submitted to Board for approval prior to execution and shall
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be deemed approved unless Board provides written notice to the Developer of disapproval
within ten (10) working days of receipt. Such contract shall provide for the commencement
of construction on the Site by dates certain, which dates shall be in conformance with this
Agreement. Such contract shall contain retention provisions requiring withholding of a
minimum of five percent (5%) of payments due to the general contractor and subcontractors
until the contractual obligations of such entities are fully completed. Such contract shall also
contain, to the Board's reasonable satisfaction, adequate indemnification, insurance and other
contractual provisions as may reasonably be required to protect the Board and any other
provisions required by this Agreement to be contained in such contract, and shall be certified
by the Developer to be a true and correct copy thereof. Without limiting the foregoing, the
contract between the Developer and the general contractor shall be approved by the Board
and executed by the Developer and the general contractor on or prior to the Closing Date.
Developer shall also deliver to the Board, for the Board's information, copies of all contracts
between the general contractor and all finish work subcontractors and all subcontractors whose
work exceeds five percent (5%) of the total construction contract costs; provided, however,
that the Board shall not have the right to approve such contracts.

4. Anassignmentby the Developer, in form and substance satisfactory to the Board,
assigning to the Board as security for the Developer's performance under this Agreement, the
interests of the Developer under the construction contract with the general contractor referred
to in Subsection 3 of this Section (the "Assignment of Construction Contract") and all
contracts with any architect other design professional who has prepared the construction plans,
drawings and related documents for the Project (the "Assignment of Design Contracts").
It is understood and agreed that such assignments will be expressly subordinate to any
assignment of such contracts required by a Permitted Mortgagee and shall authorize Developer
to revise, supplement and/or terminate the construction contract and/or any design contract
ifand to the extent such revision, supplement or termination has been approved by a Permitted
Mortgagee.

5. Evidence satisfactory to the Board that Developer has obtained, in form and
substance acceptable to the Board, all Required Land Use Approvals and any other permits,
approvals and authorizations of any type required for the design, development, construction,
use and operation of the Project, other than grading and building permits and those inspections,
certificates of occupancy and other approvals that are only available after construction has
commenced or been completed.

6.  Evidence satisfactory to the Board that Developer has obtained, in form and
substance acceptable to the Board, all easements, encroachment agreements, licenses and other
off-site rights required for the development, construction, use and operation of the Project,
other than: (a) the CCRT License Agreement Amendment, (b) the AAA Easement Amendment,
and (c) the Proposed New Ultility Easements.

It is the purpose of this procedure to ensure to the satisfaction of the Board that the leasehold
interest in the Site will not be conveyed unless and until Developer demonstrates that it has sufficient
financing and development commitments to commence and complete the construction of all of the

MTS- Grossmont Station DDA
dda.5apr06.wpd -17- 4/5/06

B-21




improvements to be constructed pursuant to this Agreement. Prior to the close of escrow, the Developer
shall provide or cause to be provided to the Board any additional evidence reasonably required by
the Board to establish that all items required under this Section are current and in full force and effect.

The Board shall approve all evidence, contracts and commitments required under this Section
within the time established therefor in the Schedule of Performance except as otherwise set forth in
this Section. Such approval shall not be unreasonably withheld. Any disapproval shall be given in
writing with the specific reasons therefor. In the event the Board shall disapprove any evidence,
contracts or commitments required under this Section, the Developer may revise and resubmit the
same within thirty (30) days of receipt of the Board's written disapproval.

M1 [§ 300] DEVELOPMENT OF SITE.

A. [§ 301] Development of Site.

1. [§302] Scope of Development.

The Developer shall develop the Site with the Project as provided in the Scope of
Development.

2. [§303] No Approved Drawings and Plans. No final plans or drawings
have been submitted to or approved by the Board.

3. [§304] Construction Plans, Drawings and Related Documents.

(a) The Developer shall prepare and submit to the Board for architectural and
site planning review and written approval the construction plans, drawings and related
documents described in Exhibit "I" as the "Designated Plans" at the times established
in the Schedule of Performance, subject to extensions as are authorized herein or-as
mutually agreed to by the parties hereto. Developer shall also promptly provide Board
upon request, for the Board's information (not approval), copies of all other plans,
drawings and related documents for the development of the Site, including any proposed
changes therein.

(b) Board staff and the Developer shall hold regular progress meetings to
coordinate the review of the Designated Plans and related documents by the Board.
The Board and the Developer shall communicate and consult informally as frequently
as 18 necessary to insure that the Designated Plans receive prompt and speedy

* consideration by the Board.

(c) If any revisions or corrections of plans approved by the Board shall be
required by any government official, agency, department or bureau having jurisdiction,
or any lending institution involved in financing, the Developer and the Board shall
cooperate in efforts to obtain a waiver of such requirements or to develop a mutually
acceptable and commercially reasonable alternative.
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4. [§305] Board Approval of Plans, Drawings and Related Documents.

(a) The Board shall have the right of review (including, but not limited to,
architectural review) and approval of the Designated Plans, including any proposed
changes therein. Board shall not unreasonably withhold approval of the Designated
Plans.

The Developer has retained Ark Architects, Inc. as the architect for the Project
through construction completion, provided, however, that Developer may retain a
substitute or additional architect if Board approves in writing, in advance of any
substitution occurring prior to Close of Escrow.

The Board shall approve, conditionally approve or disapprove the Designated
Plans (and any proposed changes therein) within the times established in the Schedule
of Performance. Any disapproval shall state in writing the reasons for disapproval and
the steps which must be taken to achieve such approval. Subject to the succeeding
paragraph, the Developer, upon receipt of a disapproval, shall revise such portions
of the plans, drawings or related documents in a manner that satisfies the reasons for
disapproval, and shall resubmit such revised portions to the Board as soon as possible
after receipt of the notice of disapproval, but in no event more than thirty (30) calendar
days after receipt of the notice of disapproval. The Board shall approve or disapprove
suchrevised portions in the same manner and within the same time frame as provided
in the Schedule of Performance for approval or disapproval of plans, drawings and
related documents initially submitted to the Board.

Ifthe Developer desires to make any substantial change in the Designated Plans
after their approval by the Board, the Developer shall submit the proposed change to
the Board for its approval. The Board shall approve, conditionally approve or
disapprove such proposed change as provided in this Section and in the same manner
and within the same time period as provided in the Schedule of Performance for
approval or disapproval of plans, drawings and related documents initially submitted
to the Board.

(b)  The Board neither undertakes nor assumes nor shall it have any responsibility
or duty to Developer or to any third party to review, inspect, supervise, pass judgment
upon or inform Developer or any third party of any matter in connection with the
development or construction of the Project, whether with respect to the quality,
adequacy or suitability or the plans, any labor, service, equipment or material furnished
to the Project, any person furnishing the same or otherwise. Developer and all third
parties shall rely upon its or their own judgment with respect to such matters, neither
Developer nor any third party is entitled to rely on any review, inspection, supervision,
exercise of judgment or information supplied to the Developer or to any third party
by the Board in connection with this Agreement.

MTS- Grossmont Station DDA
dda.Sapr06.wpd -1 9' 4/5/06

B-23




The parties shall prepare and attach to the Ground Lease at Closing a schedule describing
the plans, drawings, and related documents which have been approved by the Board.

5. [§306] Cost of Construction.

The entire cost of developing the Project and constructing all improvements on the
Site shall be borne by the Developer. The Board and the Developer shall each pay the costs
necessary to administer and carry out their respective responsibilities and obligations under
this Agreement.

6. [§307] Indemnification.

To the fullest extent permitted by law, the Developer shall indemnify, protect, defend
and hold harmless the Board and its officers, employees and agents, from and against all
liability, loss, damage, costs, or expenses of any kind (including court costs and attorneys'
fees) arising from or as a result of: (a) any and all challenges to this Agreement, the Project,
or the related entitlements; and (b) any accident, injury, loss or damage whatsoever caused
to any person or to the property of any person which shall occur on or adjacent to the Board
Land and which shall be directly or indirectly caused by any acts done thereon or any errors
or orussions of the Developer, its agents, employees and contractors, or any of them, including
butnot limited to, claims of negligent or defective design or construction, regardless of whether
any such liability occurs before or after issuance of the Certificate of Compliance. These
indemnity obligations shall survive the expiration or termination of this Agreement. Developer's
obligations under this Section exclude only claims, losses or liability which is due to the sole
negligence or sole willful misconduct of Board or its officers, employees and agents.

7. [§308] Local, State, and Federal Laws.

The Developer shall comply with all applicable laws, including all applicable federal
and state labor standards.

8. [§309] City and Other Governmental Board Permits. .

Before commencement of any work or improvement upon the Board Land, the Developer
shall secure or shall cause to be secured, any and all permits, approvals or certificates which
may be required by the Board, the City or any other governmental agency with jurisdiction
over the Board Land or over the construction, development or work contemplated under this
Agreement. The Board shall cooperate with Developer and provide all proper assistance to
the Developer in securing these permits and certificates and any other approvals required for
the Project in order to meet the time periods set forth in the Schedule of Performance; provided
that the Board shall not be required to incur any expense in connection with providing any
such assistance.

9. [§310] Taxes, Assessments, Encumbrances and Liens.
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The Developer shall not place or allow to be placed on the Board Land, or any portion
thereof, any mortgage, trust deed, encumbrance or lien and the Developer shall remove, or
shall have removed, any levy or attachment made on the Board Land, or any portion thereof,
or shall assure the satisfaction thereof within a reasonable time. Nothing herein contained
shall be deemed to prohibit the Developer from contesting the validity or amounts of any
encumbrance or lien, nor to limit the remedies available to the Developer with respect thereto,
provided such contest does not subject the Board Land, or any portion thereof, to forfeiture
or sale.

B. [§ 311]  Sale of Developer's Interest in the Project.

Except as otherwise expressly provided in this Agreement, the Developer shall not under any
circumstances be entitled to assign this Agreement or any of the rights herein, without the prior written
consent of the Board, which may be granted or withheld in the sole and absolute discretion of Board.

If, contrary to the provisions of this Agreement, the Developer does assign this Agreement
or any of the rights herein, or any change in the ownership or control of Developer in violation of
Section 107 occurs, in addition to all other legal and equitable remedies the Board may be entitled
to, the Board shall be entitled to recover from Developer the total consideration received by Developer
for such sale, transfer, conveyance or assignment. Said consideration shall belong and be paid
immediately to the Board.

IV.  [§400] USE OF THE BOARD LAND.

A. [§401] Inspection of the Board Land. .

1. Developer has fully and independently inspected and assessed the condition of
the Board Land and any other information deemed pertinent by Developer to its acquisition, use or
development of the Board Land (including any title, survey, permits, approvals, laws, statutes, rules,
ordinances and other governmental regulations or requirements applicable to the Board Land), and
has approved the same in its sole discretion. Before the Close of Escrow, Developer shall have the
continuing right to physically inspect, and to cause one or more engineers or other representatives
of Developer to physically inspect, the Board Land without interfering with the Board's operation
of the Board Land. Developer shall make such inspections in good faith and with due diligence. All
inspection fees, appraisal fees, engineering fees and other expenses of any kind incurred by Developer
relating to the inspection of the Board Land will be solely Developer's expense. The Board shall
cooperate reasonably with Developer in providing access to the Board Land for such inspections.
. The Board hereby reserves the right to have a representative present when Developer conducts any
inspection of the Board Land. Priorto and as a condition to Developer making each physical inspection
of the Board Land, Developer shall provide the Board with all of the following items reasonably in
advance of such inspection (but in any case at least one (1) Business Day (defined in Section 610
below) before such inspection): (a) reasonably detailed written notice of the proposed date, time and
nature of such inspection, (b) evidence in a form reasonably acceptable to the Board that Developer
has obtained and will maintain in force and effect insurance that is, in the Board's judgment, appropriate
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to cover any risks related to such inspection, and (c) evidence in a form reasonably acceptable to the
Board that Developer has obtained all permits or other governmental approvals required for such
inspection. :

2. Developer shall indemnify, protect, defend (with counsel approved by the Board)
and hold harmless the Board, its contractors and employees from and against any and all injuries,
losses, liens, claims, judgments, liabilities, costs, expenses and damages (including reasonable attorneys'
fees and court costs) sustained by or threatened which result from or arise out of any inspections of
the Board Land or any other entry onto the Board Land by Developer, its contractors, employees, agents
or representatives, however caused. Notwithstanding any provision herein to the contrary, the indemnity
contained in the preceding sentence shall survive the Closing or the earlier termination of this
Agreement.

3. Developershall deliver to the Board, within five (5) Business Days afterarequest,
copies of all studies, reports and similar information, including all supplements, addenda and updates
of such information, regarding the physical condition of the Board Land (e.g., soils, geotechnical,
hydrological, and environmental reports, studies, assessments and tests) obtained by Developer.

B. [§ 402]  Hazardous Substances.

1. Developer shall not, without the Board's prior written consent, use, store, generate,
dispose or otherwise allow any "Hazardous Substances" (as defined below) onto the Board
Land.

2. Developer shall comply with all rules, laws and regulations relating to Hazardous
Substances which Developer uses, stores or allows on the Board Land.

3. Developer shall not cause the unlawful release, deposit, discharge or disposal
of any Hazardous Substances on or around the Board Land or permit the unlawful release,
deposit, discharge or disposal of any Hazardous Substances on the Board Land.

4. No above or underground storage tanks shall be installed or maintained on the
Board Land without Board's prior express written approval.

5. Developershall be responsible for posting on the Board Land any signs required
by any state, federal or local law, including, without limitation, Section 25249.6 of the California
HEALTH AND SAFETY CODE and regulations promulgated pursuant thereto. Developer shall
also complete and file any business response plans or inventories required by any state, federal
or local law, including, without limitation, Chapter 695 of the California HEALTH AND SAFETY
CoDE and regulations promulgated pursuant thereto. Developer shall concurrently file a copy
of any such business response plan or inventory with Board.

6.  Developer shall defend, indemnify and hold harmless the Board and its officers,
employees, and agents from any claims, liability, injury, damage, costs or expenses (including
without limitation, attorneys' fees and the cost of any cleanup, testing, remediation, removal
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or disposal of Hazardous Substances) relating to or arising out of any Hazardous Substances
released, deposited, discharged or disposed onto, under or around the Board Land by Developer,
its contractors, employees or agents, or arising as a result of Developer's violation of the
provisions of this Section. The obligations of this paragraph shall survive the expiration or
termination of this Agreement.

7. Developerhereby releases the Board and its officers, employees, and agents from
any claims, liability, injury, damage, costs or expenses (including without limitation, attorneys'
fees and the cost of any cleanup, testing, remediation, removal or disposal of Hazardous
Substances) relating to or arising out of any Hazardous Substances released, deposited,
discharged or disposed onto, under or around the Board Land; provided, however, that this
release shall not apply to any Hazardous Substances released, deposited, discharged or disposed
onto, under or around the Board Land solely by Board or its officers or employees after the
Close of Escrow. Developer agrees as to the matters released to waive the benefits of Section
1542 of the CiviL CoDE of the State of California, which provides as follows:

"A general release does not extend to claims which the creditor does
not know or suspect to exist in his favor at the time of executing the
release, which if known by him must have materially affected his
settlement with the debtor."

Developer's Initials Board's Initials
The obligations of this paragraph shall survive the expiration or termination of this Agreement.

8. The term "Hazardous Substances", when used in this Agreement, shall mean
any hazardous waste or hazardous substance as defined in any federal, state, or local statute,
ordinance, rule, or regulation applicable to the property, including, without limitation, the
Comprehensive Environmental Response, Compensation, and Liability Act of 1980 (Title
42 United States Code 9601-9662), the Resource Conservation and Recovery Act (Title 42
United States Code 6901-6992k), the Carpenter-Presley-Tanner Hazardous Substance Account
Act (Health and Safety Code 25300-25395), and the Hazardous Waste Control Law (Health
and Safety Code 25100-25250.25). "Hazardous Substances" shall also include asbestos or
asbestos-containing materials, radon gas, and petroleurn or petroleum fractions, whether or
not defined as a hazardous waste or hazardous substance in any such statute, ordinance, rule,
or regulation.

C. [§ 403]  Obligation to Refrain from Discrimination.

There shall be no discrimination against or segregation of any person, or group of persons,
on account of race, color, religion, creed, national origin, ethnicity, disability, marital status, sex or
sexual orientation, in connection with the construction of the Project or in the lease, sublease, transfer,
use, occupancy, tenure or enjoyment of the Site, or any part thereof, nor shall the Developer itself
or any person claiming under or through the Developer establish or permit any such practice or practices

MTS- Grossmont Station DDA
dda.5apr06.wpd ‘23' 4/5/06

B-27




of discrimination or segregation with reference to the selection, location, number use or occupancy
of tenants, lessees, subtenants, or sublessees of the Site.

D. [§404]  Effect and Duration of Covenants.

1.  Thecovenants established herein shall, without regard to technical classification
and designation, be binding for the benefit and in favor of the Board, its successors and assigns,
and any successor in interest to the Site or any part thereof.

2. The covenants contained in this Agreement shall remain in effect as follows:

(a) Allindemnity and release obligations shall survive the termination of this
Agreement.

(b) The obligations of Developer under Subsection (3) of Section 401 shall
survive the termination of this Agreement.

(c) All other covenants in this Agreement shall terminate upon the Close of
Escrow.

3. The duties and obligations of the Lessee under the Ground Lease are separate
and independent from the duties and obligations of the Developer under this Agreement, and
abreach by the Developer under this Agreement shall not be deemed a breach under the Ground
Lease.

E. [§ 405]  Effect of Violation of the Terms and Provisions of this Agreement.

The Board shall have the right in the event of any breach of the terms and provisions of this
Agreement, to exercise all rights and remedies available at law, and to maintain any actions or suits
at law or in equity or other proper proceedings to enforce the curing of such breaches.

V. [§ 500] DEFAULTS, REMEDIES AND TERMINATION.

A. [§ 501] Defaults — General; Notice.

A failure or delay by any party to perform any term or provision of this Agreement shall
constitute a default under this Agreement. The non-defaulting party shall give written notice of default
. to the defaulting party, specifying the default complained of and the actions required to cure the default.
Delay in giving such notice shall not constitute a waiver of any default nor shall it change the time
of default. A party shall be deemed in material default of this Agreement, and the party not in default
shall have the remedies described below, if either: (1) a monetary default is not cured within ten (10)
days after service of the notice of default; or (2) a non-monetary default is not cured within thirty (30)
days after service of the notice of default; or (3) a non-monetary default which cannot reasonably be
cured within thirty (30) days is not (a) commenced to be cured within thirty (30) days after service
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of the notice of default, (b) pursued diligently, and (c) cured promptly within a reasonable period of
time after commencement of the cure.

Any failures or delays by a party in asserting any of its rights and remedies as to any default

shall not operate as a waiver of any default or of any rights or remedies, or deprive a party of its right
to institute and maintain any actions or proceedings which are allowed by this Agreement.

B. [§ 502] Legal Actions.

1. [§503] Institution of Legal Actions.

Any legal actions must be instituted in the Superior Court of the County of San Diego,
State of California, in any other appropriate court in that County, or in the Federal District
Court for the Southern District of California.

2. [§ 504] Applicable Law.

The laws of the State of California shall govern the interpretation and enforcement
of this Agreement.

3. [§505] Acceptance of Service of Process.

In the event that any legal action is commenced by the Board against the Developer,
service of process on the Developer shall be made by personal service upon the Developer,
or in such manner as may be provided by law, and shall be valid whether made within or without
the State of California.

C. [§ 506] Rights and Remedies are Cumulative.

Except with respect to rights and remedies which are expressly declared to be exclusive in
this Agreement, the rights and remedies of any non-defaulting party are cumulative and the exercise
of one or more of such rights or remedies shall not preclude the exercise by it, at the same or different
times, of any other rights or remedies for the same default or any other default by the defaulting party.

D. [§507] Damages; Specific Performance.

If a party defaults with regard to any of the provisions of this Agreement, after notice and

opportunity to cure as provided in Section 501 above; the defaulting party shall, except as otherwise

- expressly provided in this Agreement, be liable to the other party for damages caused by such default,

and the non-defaulting party, at its option, may institute an action for specific performance of the terms
of this Agreement, or exercise any other remedy or remedies which it may be entitled to.

MTS- Grossmont Station DDA
dda.Sapr06.wpd -25- 4/5/06




E. [§ 508] Remedies and Rights of Termination.

1. [§509] Termination by Developer.

In addition to any other termination rights of Developer set forth in this Agreement,
the Developer may terminate this Agreement, if :

(a) any of the conditions to Closing in Section 205 for Developer's benefit
are not satisfied or waived by Developer by the Closing Date; or

(b) the Board fails to execute and deliver the Ground Lease and deliver
possession of the Site at Closing or fails to perform any of its other obligations under
this Agreement (including any Attachment to this Agreement) within the time
established therefor herein or in the Schedule of Performance.

2. [§510] Termination by Board.

In addition to any other termination rights of the Board set forth in this Agreement,
but subject to the notice and cure provisions of Section 501, the Board at its option may
terminate this Agreement if:

(a) the Developer assigns or attempts to assign this Agreement, or any rights
herein, or makes or attempts to make any total or partial sale, transfer or conveyance
of the whole or any part of Developer's leasehold interest in the Site or the
improvements thereon, except as permitted by this Agreement; or

(b) there is change in the ownership of the Developer, or with respect to the
identity of the parties in control of the Developer, or the degree thereof contrary to
the provisions of Section 107 hereof; or

(c) theDeveloper fails to diligently pursue or to obtain and submit to the Board
the Evidence of Financing and Project Commitments described in Section 212 of this
Agreement within the time established therefor in the Schedule of Performance; or

(d) theDeveloper fails to diligently pursue or to obtain and submit to the Board
any Required Land Use Approval necessary for the construction of the improvements
contemplated by this Agreement within the time established therefor in the Schedule
of Performance; or

(e) the Developer fails to prepare, complete and submit to the Board, for its
approval, the Designated Plans with the requirements set forth in the Scope of
Development within the time established therefor in the Schedule of Performance;
or .
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(f)  theDeveloper fails to execute and deliver the Ground Lease within the time
established therefor in the Schedule of Performance; or

(g) the Developer fails to perform any of its other obligations under this
Agreement (including any Attachment to this Agreement) within the time established
therefor herein or in the Schedule of Performance; or

(h) any ofthe conditions to Closing in Section 205 for the Board's benefit are
not satisfied or waived by the Board by the Closing Date; or

(i)  the Developer fails to timely pay or reimburse the Board for any costs or
expenses incurred by the Board with respect to the Site which are to be borne by the
Developer under this Agreement; or

() the Developer fails to perform all of Developer's indemnity obligations
to Board under this Agreement, including, but not limited to, those set forth in
Sections 307, 401, and 402.

3. [§511] Effect of Termination.

(a) No expiration or termination of this Agreement shall affect Developer’s
indemnity obligations to the Board under this Agreement, including, but not limited
to, those set forth in Sections 307,401, and 402. The obligations of Developer under
Subsection (3) of Section 401 and Developer's release under Subsection 7 of Section
402 shall survive the termination of this Agreement.

(b) The deposits and payments made by the Developer under the ENA, this
Agreement or separate agreement to reimburse the Board for the fees, costs and
expenses of the Board's outside consultants, attorneys and reimbursable stafftime shall
be retained by the Board until the total amount of such fees, costs and expenses is
determined and paid. Any balance of such deposits remaining (after payment of such
fees, costs and expenses) shall be refunded promptly to the Developer.

VL [§ 600] GENERAL PROVISIONS.

A. [§601] Notices, Demands, and Communications Between the Parties.

Unless otherwise specifically provided herein, all formal notices, demands or other
- communications given hereunder shall be in writing and shall be deemed to have been duly delivered
upon personal delivery, or by Federal Express (or similar reputable express delivery service), or by
telecopier transmission with verification of receipt and back-up copy mailed the same day, or as of
the second Business Day after mailing by United States registered or certified mail, return receipt
requested, postage prepaid, addressed as follows:
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For the Board: Chief Executive Officer
Metropolitan Transit Development Board
1255 Imperial Avenue, Suite 1000
San Diego, California 92101-7490
Telephone:  (619) 231-1466
Telecopier:  (619) 234-3172

with copies to:

General Counsel

Metropolitan Transit Development Board
1255 Imperial Avenue, Suite 1000

San Diego, California 92101-7490
Telephone:  (619) 557-4512
Telecopier:  (619) 234-3172

and

R. Martin Bohl, Esq.

Law Offices of R. Martin Bohl
501 West Broadway, Suite 520
San Diego, California 92101
Telephone:  (619) 446-0080
Telecopier:  (619) 446-0090

For the Developer:  Fairfield Grossmont Trolley LLC
Attn: Patrick J. Gavin, Vice President
5510 Morehouse Drive, Suite 200
San Diego, California 92121
Telephone:  (858)457-2123
Telecopier:  (858) 457-8082

with a copy to:

Rutan & Tucker, LLP

Attn: Marcia A. Forsyth, Esq.
611 Anton Blvd., Suite 1400
Costa Mesa, California 92626
Telephone:  (714) 641-3453
Telecopier:  (714) 546-9035

Addresses for notice may be changed by written notice sent in the manner provided above.
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B. [§ 602] Conflicts of Interest.

No member, official or employee of the Board shall have any personal interest, direct or indirect,
in this Agreement nor shall any such member, official or employee participate in any decision relating
to the Agreement which affects his or her personal interests or the interests of any corporation,
partnership or association in which he, or she is, directly or indirectly, interested.

C. [§ 603] Warranty Against Payment of Consideration for Agreement.

The Developer warrants that it has not paid or given, and will not pay or give, any third party
any money or other consideration for obtaining this Agreement.

D. [§ 604] Nonliability of Board Officials and Employees.

No member, official, or employee of the Board shall be personally liable to the Developer
or any successor in interest, in the event of any default or breach by the Board or for any amount which
may become due to the Developer or to its successor, or on any obligations under the terms of this
Agreement.

E. [§ 605] Enforced Delay; Extension of Time of Performance.

In addition to specific provisions of this Agreement, delays in performance (other than the
payment of money) by either party hereunder shall not be deemed to be a default where and to the
extent that such delays in performance are due to war, insurrection, strikes, lock-outs, riots, floods,
earthquakes, fires, casualties, Acts of God, acts of the public enemy, acts of terrorism, epidemics,
quarantine restrictions, freight embargoes, lack of transportation, governmental restrictions or priority,
litigation, unusually severe weather, inability to secure necessary labor, materials or tools, acts of the
other party, or any other causes beyond the control (and without the fault) of the party claiming an
extension of time to perform. An extension of time for any such cause shall be for the period of the
enforced delay and shall commence to run from the time of the commencement of the cause, if the
party claiming such extension sends notice to the other party within thirty (30) days of knowledge
of the commencement of the cause. Times of performance under this Agreement may also be extended
in writing by the Board and the Developer.

F. [§ 606] Inspection of Books and Records.

The Board has the right at all reasonable times to inspect the books and records of the Developer
pertaining to the Site and the Project as pertinent to the purposes of this Agreement.

G. [§ 607]  Approvals.

Unless otherwise expressly provided herein, approvals required of the Board or the Developer
shall not be unreasonably withheld and approval or disapproval shall be given within the time set

_forth in the Schedule of Performance or, if no time is given, within a reasonable time. Unless otherwise

expressly provided herein, the Chief Executive Officer of the Board or his/her designee shall have
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the authority to issue all approvals and disapprovals on behalf of the Board required or allowed
hereunder.

H. [§ 608]  Severability.

If any term, covenant, condition or provision of this Agreement, or the application thereof
to any person or circumstance, shall to any extent be held by a court of competent jurisdiction to be
invalid, void or unenforceable, the remainder of the terms, covenants, conditions or provisions of
this Agreement, or the application thereof to any person or circumstance, shall remain in full force
and effect and shall in no way be affected, impaired or invalidated thereby.

I [§ 609] Gender, Number.

Whenever the context requires, the use herein of (i) the neuter gender includes the masculine
_ and the feminine, and (ii) the singular number includes the plural.

J. [§ 610] Business Days.
"Business Day" means a day that is not a Saturday, Sunday or federal bank holiday. If the

last day for performance of an act falls upon a day that is not a Business Day, such last day shall be
the next following regular Business Day.

K. [§ 611]  Captions.

Captions in this Agreement are inserted for convenience of reference and do not define, describe
or limit the scope or intent of this Agreement or any of its terms.

L. [§ 612] Entire Agreement.

This Agreement, together with any other written document referred to herein, embodies the
entire agreement and understanding between the parties regarding the subject matter hereof, and any
and all prior or contemporaneous oral or written representations, agreements, understandings or
statements shall be of no force and effect.

M. [§ 613]  Recitals; Exhibits.

Any recitals set forth above and any attached exhibits are incorporated by reference into this
Agreement.

N. [§ 614]  Authority of Signatories.

Each signatory and party hereto hereby warrants and represents to the other party that it has
legal authority and capacity and direction from its principal to enter into this Agreement, and that
all resolutions and/or other actions have been taken so as to enable said signatory to enter into this
Agreement.
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0. [§ 615] Modifications.

No modification, waiver or discharge of this Agreement shall be valid unless the same is in
writing and signed by the party against which the enforcement of such modification, waiver or discharge
1s or may be sought. Any material amendments to this Agreement must be approved by the Board’s
Board of Directors.

P. [§ 616]  Attorneys' Fees and Legal Expenses.

Should any party hereto institute any action or proceeding in court or any arbitration or similar
proceeding to enforce any provision hereof or for damages by reason of any alleged breach of any
provision of this Agreement or for any other judicial remedy, the prevailing party(ies) shall be entitled
to receive from the losing party(ies) all reasonable attorneys' fees and all court costs in connection
with said proceedings. '

Q. [§ 617]  Preparation of Agreement.

No inference, assumption or presumption shall be drawn from the fact that a party or its attorney
prepared or drafted this Agreement. It shall be conclusively presumed that both parties participated
equally in the preparation and/or drafting of this Agreement.

R. [§ 618] Counterparts.

This Agreement may be executed in any number of counterparts, each of which shall be original
and all of which shall constitute one and the same document.

S. [§ 619]  Certificates.

Atany time and from time to time, each party ("Responding Party") agrees to sign and deliver
to the other party ("Requesting Party") within ten (10) days after receipt of written request therefor
a statement certifying that (a) this Agreement is unmodified and in full force and effect (or, if such
is not the case, so stating and setting forth any modifications), (b) that, to the Responding Party's
knowledge, the Requesting Party is not in breach hereunder (or, if such is not the case, so stating and
setting forth any alleged breaches), and (c) any other information reasonably related to the status of
this Agreement. Such certification may be conclusivelyrelied on by the Requesting Party, any equity
investor of Developer, and any title insurance company insuring title to the Site.

T. [§ 620]  Successors and Assigns.

Subject to the provisions of this Agreement restricting or prohibiting assignment, this Agreement
shall be binding on and inure to the benefit of the successors and assigns of the respective parties.
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U. [§ 621]  Joint and Several Liability.

If any party consists of more than one person or entity, the liability of each such person or
entity signing this Agreement shall be joint and several.

V. [§ 622] No Third Party Beneficiaries.

This Agreement has been made and is made solely for the benefit of the Board and the Developer
and their respective successors and permitted assigns. Nothing in this Agreement is intended to confer
any rights or remedies under or by reason of this Agreement on any persons other than the parties
to it and their respective successors and permitted assigns. Nothing in this Agreement is intended
to relieve or discharge the obligation or liability of any third persons to any party to this Agreement.
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VIL.  [§700] TIME FOR ACCEPTANCE OF AGREEMENT BY BOARD.

Execution and delivery of this Agreement by the Developer to the Board shall be considered
an offer by Developer to enter into this Agreement. If this Agreement is not authorized, executed
and delivered by the Board within seven (7) days after the date of signature by the Developer, the
offer to enter into this Agreement may be terminated by the Developer on written notice to the Board.
The effective date of this Agreement (the "Effective Date") shall be the date this Agreement is fully
executed by both Developer and the Board.

"Board" : Metropolitan Transit Development Board,
a California public agency also known as the
Metropolitan Transit System

By:
Paul Jablonski, Chief Executive Officer
APPROVED AS TO FORM:
By:
Tiffany L. Lorenzen
General Counsel
"Developer" Fairfield Grossmont Trolley LLC,,

a Delaware limited liability company

By:  Fairfield California Housing Fund LLC,
a Delaware limited liability company,
its Member

By:  FF California Housing Fund LLC,

a Delaware limited liability
company, its Member/Manager

By:
Patrick J. Gavin, Vice President

[Is this the correct signature block? Developer to provide evidence of authority.]
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Exhibit A

Legal Description of Board Land

[to be attached]
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Exhibit B

Legal Description of City Land

[to be attached]
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Exhibit C

Site Map

[to include depiction of Parcels 1, 2, 3 and 4 and the Trolley Station]

[to be attached]
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Exhibit D
Ground Lease

[to be attached]
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Exhibit E

Scope of Development

[to be attached]
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Exhibit F
Site Plan

[to be attached]
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Exhibit G

Schedule of Performance

[to be attached]
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Exhibit H

Fundamental Business Terms

[to be attached]
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Exhibit 1

List of Designated Plans

[to be attached]

(Those plans showing mix of regular and handicapped parking spaces within the Trolley
Parking Facilities are marked with an asterisk.)
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Exhibit J

Required Land Use Approvals

. Tentative Parcel Map TPM-04-03 with excess right-of-way vacation and utility easements
. Site Development Plan DAB-04-05

. Special Permit SP-04-10 (for proposed height increase)

. Sewer Reimbursement Agreement between Developer and City for the cost of the

Alvarado Trunk Sewer Main Replacement between Bus Court and Jackson Drive

. Design Review DRB-04-05

. Affordable Housing Agreement (as defined in recital F)
. Mitigated Negative Declaration and Mitigation Monitoring and Reporting Program
. Final Parcel Map ' (to be approved)
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Final Draft

GROUND LEASE

by and between

THE METROPOLITAN TRANSIT DEVELOPMENT BOARD,

a California public agency also known as the Metropolitan Transit System

"Board"

and

FAIRFIELD GROSSMONT TROLLEY LLC,

a Delaware limited liability company

"Lessee"
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GROUND LEASE

THIS GROUND LEASE ("Lease") is made as of , 200__ (the "Effective
Date") [date of Close of Escrow under the DDA to be inserted by Escrow Holder] by and between
the METROPOLITAN TRANSIT DEVELOPMENT BOARD, a California public agency also
known as the Metropolitan Transit System (the "Board"), and FAIRFIELD GROSSMONT
TROLLEY LLC, a Delaware limited liability company ("Lessee').

L [§ 100] SUBJECT OF LEASE
A. [§ 101] Parties to the Lease
1. [§ 102] The Board

The "Board" is a California public agency organized and existing under the laws of
the State of California. The principal office of the Board is located at 1255 Imperial Avenue, Suite
1000, San Diego, California 92101-7490. "Board" as used in this Lease includes the Board and any
assignee of or successor to its rights, powers and responsibilities.

2. [§ 103] Lessee

"Lessee" is FAIRFIELD GROSSMONT TROLLEY LLC, a Delaware limited
liability company. The sole member of Lessee is Fairfield California Housing Fund LLC, a
Delaware limited liability company ("Fund"). The manager of Lessee and the member/manager of
Fund is FF California Housing Fund LLC, a Delaware limited liability company ("Manager"). FF
Properties, Inc., a Delaware corporation ("FF Properties") is the manager of Manager. The principal
office of the Lessee and Manager is 5510 Morehouse Drive, Suite 200, San Diego, California 92101.
The non-manager Member of Fund is California State Teachers Retirement System ("CalSTRS").
Wherever the term "Lessee" is used herein, such term shall also include any permitted assignee or
successor in interest as herein provided.

B. [§ 104] The DDA

. This Lease is made pursuant to and in accordance with that certain Disposition and
Development Agreement between the Board and Lessee dated as of , 2006 (the
"DDA"). This Lease was entered into at Close of Escrow under the DDA Lessee's duties and
obligations under this Lease are separate and independent from its duties and obligations under the
DDA, and a breach by the Lessee under the DDA shall not be deemed a breach under this Lease.

C. [§ 105] The Premises

The "Premises" is that certain real property owned by the Board legally described in
Exhibit A-1 attached hereto and consisting of the following: (a) approximately 6.8 acres in the City
of La Mesa, California (the "City") illustrated and designated as Parcel 1 (hereinafter, the "West
Parcel") and Parcel 2 (hereinafter, the "East Parcel") on the recorded Parcel Map No.
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[insert map number after map is filed] attached to this Lease as Exhibit A-2 (the "Parcel Map"),
excepting therefrom the Trolley Parking Area (defined below); and (b) a non-exclusive easement for
vehicular and pedestrian ingress and egress and for utilities over the area illustrated and designated
as the "Fire Lane and Access Easement" within Parcel 3 and Parcel 4 on the Parcel -Map
(collectively, the "Access Road"), which non-exclusive easement is appurtenant to and for the
benefit of each of the East Parcel and the West Parcel (collectively, the "Parcels"). The area in
which the Trolley Parking Facilities (defined in Section 108(2) below) are actually constructed on
the Parcels shall be referred to as the "Trolley Parking Area." The Trolley Parking Area shall not
be part of the Premises.

Except as expressly provided to the contrary in this Lease, reference to the Parcels is to the
described land exclusive of any improvements now or hereafter located on such land,
notwithstanding that any such improvements may or shall be construed as affixed to and as
constituting part of the real property, and without regard to whether ownership of the improvements
1s in Board or Lessee.

D. [§ 106] The Project

The purpose of this Lease is to provide for the lease of the Premises to Lessee and the
development and operation on the Parcels by Lessee, at its sole cost and expense, of a
transit-oriented, moderate density, mixed-use rental project consisting of:

1. Five hundred twenty-seven (527) multifamily rental apartment units (of which
eighty (80) units will be "Affordable Units," as described in Section 107 below) constructed above
two-level parking structures;

2. Approximately 2,800 square feet of ground floor retail rental space;

3. Amenities and accommodations related to the Project, including, without
limitation, clubhouse, swimming pools, and related facilities for the benefit of the residents of the
Project;

4. Parking facilities consisting of approximately one thousand three hundred
eighty-two (1,382) parking spaces in the parking structures and eight (8) additional outdoor spaces,
including (a) approximately seven hundred ninety-one (791) parking spaces for the residents and
guests of the Project, and (b) the Trolley Parking Facilities; and

5. Extension of off-site sanitary sewer, electrical, water, storm drain,
telephone/cable and gas facilities to the Parcels within the Access Road.

(collectively, the "Project™).

A "Site Plan" for the Project is attached hereto as Exhibit B. The improvements to be made by
Lessee to the Parcels as part of the Project (the "Improvements"), are more particularly described
and defined in Section 400 below and in the Scope of Development attached hereto as Exhibit C
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and the " Final Construction Drawings and Related Documents" described on Exhibit D attached
hereto. The "Project" shall include any subsequent construction on the Parcels following the
construction of the Improvements.

E. [§ 107] Affordable Housing Agreement

The Lessee and the La Mesa Community Redevelopment Agency (the "Agency") have
entered into an Affordable Housing Agreement {Grossmont Station Transit-Oriented Development
Project} dated as of September 27, 2005, as amended by dated
, 2006 (the "Affordable Housing Agreement"). The Affordable Housing
Agreement requires, among other things, that 80 of the residential units constructed within the
Project (the "Affordable Units") be rented to persons and families of very-low and moderate-income
at affordable rent for a term of fifty five (55) years. An Agreement Containing Covenants Affecting
Real Property in the form attached to the Affordable Housing Agreement as Exhibit "C" (the
"Affordable Covenant") and a Leasehold Deed of Trust in the form attached to the Affordable
Housing Agreement as Exhibit "D" (the "AHA Deed of Trust") will be executed by the Lessee and
delivered to the Agency for recordation, substantially concurrently with the move-in of the first
tenants to occupy the Affordable Units. The Board has reviewed and approved the Affordable
Housing Agreement, and consents to the recording of the Affordable Covenant and the AHA Deed
of Trust against Lessee's leasehold interest in the Premises. Lessee shall duly to perform and observe
all of its obligations under the Affordable Housing Agreement, Affordable Covenant and the AHA
Deed of Trust. The Board agrees to execute and deliver the Estoppel Certificate in substantially the
form attached to the Affordable Housing Agreement as Exhibit E within fifteen (15) days following
Lessee's written request to do so, provided that such request from Lessee is accompanied by a copy
ofa permanent certificate of occupancy or equivalent for all units within the first residential building
of the Project to be completed. The Board shall be entitled to revise the form of Estoppel Certificate,
if necessary: (i) to include those revisions required to reflect the current state of facts, such as the
status of this Lease and Lessee's performance hereunder; (i) to clarify that although the Board has
consented to the recording of the AHA Deed of Trust, the Agency is not a Permitted Mortgagee and
does not have the rights of a Permitted Mortgagee; (iii) to clarify that the recording of the A ffordable
Covenant and the AHA Deed of Trust against Lessee's leasehold interest in the Premises and the
Board's consent thereto create no lien or other effect on Board's interest in the Property and impose
no obligations or liabilities on Board; (iv) to clarify that the Board's execution of the Estoppel
Certificate shall not constitute a waiver of any Board's rights pursuant to the Lease; and (v) to delete
any statement that in the event of a conflict with the Lease, the Estoppel Certificate will prevail over
the Lease. The Lessee agrees not to amend or terminate the Affordable Housing Agreement, the
Affordable Covenant or the AHA Deed of Trust without the prior written consent of the Board.

F. [§ 108] The Trolley Station and Trolley Parking

1. Trolley Station. The Board owns and operates the Grossmont Trolley Station
and trolley right-of-way (the "Trolley Station") adjacent to the Parcels as illustrated and designated
on the Site Plan. Nothing in this Lease shall restrict or impair in any way the Board's rights or
discretion to operate, use, transfer, close or redevelop the Trolley Station for such purposes as the
Board determines from time to time in its sole discretion.
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2. Trolley Parking. The provision of parking for the Trolley Station on the
Parcels and access to the Trolley Station from the Trolley Parking Facilities is material consideration
to the Board for the Lease. At the commencement of the Lease, six hundred (600) surface parking
spaces for the park-and-ride patrons of the Trolley Station are located on the Parcels. These parking
spaces will be removed in connection with the development of the Project and replaced by Lessee
with trolley parking facilities consisting of: (a) five hundred ninety-one (591) parking spaces in an
mix of disabled and standard size spaces approved by the Board on the lower parking level of the
parking structures of the Project; (b) reasonable vehicular and pedestrian access approved by the
Board between the Access Road and the trolley parking facilities; and (c) separately metered utilities
(other than fire sprinkler systems) in types and quantities approved by the Board, all as depicted on
the Site Plan and described in the Final Construction Drawings and Related Documents (collectively,
the "Trolley Parking Facilities"). In addition, Lessee shall construct eight (8) parking spaces on
Parcel 3 and Parcel 4 on the Parcel Map in locations and to specifications approved by the Board (the
"Outdoor Parking Spaces"). The Board has granted licenses to park within the Parcels to certain
licensees which are listed in Exhibit E attached hereto (the "Parking Licensees"). It is anticipated
that the Board may from time to time grant parking rights in the Trolley Parking Facilities to the
Parking Licensees and other parties.

G.  [§109] Title

Title to the leasehold estate created by this Lease was conveyed in the condition required by
the DDA. The Board shall not at any time during the Term (defined below) of this Lease place any
additional title exceptions against the Premises (including without limitation any mortgage or deed
of trust) except for title exceptions which (a) are expressly made subject and subordinate to this
Lease, the rights of Lessee and its subtenants and any current or future Permitted Mortgagees
(defined below) hereunder or (b) are expressly required or permitted by this Lease. The Board
consents to the recordation of the Affordable Covenant and the AHA Deed of Trust against the
Lessee's leasehold interest in the Premises. The parties shall cooperate reasonably regarding the
grant of non-exclusive easements for utility and access purposes within portions of the Access Road
as may be required by the City or public utility to extend utility service to the Project or the Trolley
Station and such other future easements which might be necessary or desirable for the operation of
the Project or the Trolley Station.

H. [§ 110] Condition of the Parcels

1. "AS IS" Condition

The interests conveyed by this Lease in the Parcels, the Access Road and all
improvements thereon are conveyed in an "AS IS" condition, with no warranty, express or implied
by the Board as to the condition of the soil (or water), its geology, or the presence of known or
unknown faults or as to the condition of the improvements. It shall be the sole responsibility of
Lessee, at Lessee's expense, to investigate and determine the soil (and water) condition of the Parcels
and the Access Road (including improvements) and the suitability of the Parcels and the Access
Road (including improvements) for the development to be constructed by Lessee. If the soil (or
water) condition of the Parcels and the Access Road (including improvements), or any part thereof,
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is not in all respects entirely suitable for the use or uses to which the Parcels and the Access Road
and improvements will be put, then it is the sole responsibility and obligation of Lessee to take such
action as may be necessary to place the Parcels and the Access Road and the soil (and water)
condition thereof (including improvements) in all respects in a condition entirely suitable for the
development of the Parcels and the Access Road .

2. Release

Lessee hereby waives, releases, remises, acquits and forever discharges Board, its
directors, officers, employees, and agents, successors and assigns, of and from any and all suits,
causes of action, legal or administrative proceedings, claims, demands, actual damages, punitive
damages, losses, costs, liabilities, interest, attorneys' fees and expenses of whatever kind and nature,
in law or in equity, known or unknown, which Lessee shall or may have or acquire or possess in any

way directly or indirectly connected with, based upon, or arising out of, (a) Board’s use,

maintenance, ownership and operation of the Parcels and the Access Road prior to the Effective Date
of Lease; or (b) the condition (including structural fitness), status, quality, nature, contamination or
environmental state of the Parcels, the Access Road and the Project, excepting only: (i) those matters
caused solely by Board or its employees after the Effective Date, and (ii) any breach of Board's
obligation to maintain the Access Road pursuant to Section 705(4) below. It is the intention of this
Lease that any and all responsibilities and obligations of Board, and any and all rights or claims of
Lessee against Board, its successors and assigns and affiliated entities, arising by virtue of the
physical or environmental condition of the Parcels, the Access Road and the Project (excepting only
those matters caused solely by Board or its employees after the Effective Date and any breach of
Board's obligation to maintain the Access Road pursuant to Section 705(4) below) are by this release
provision declared null and void and of no present or future effect as to such parties. Lessee agrees
as to the matters released to waive the benefits of Section 1542 of the CiviL CODE of the State of
California, which provides as follows:

"A general release does not extend to claims which the creditor does
not know or suspect to exist in his favor at the time of executing the
release, which if known by him must have materially affected his
settlement with the debtor."

Lessee's Initials Board's Initials

II. [§ 200] LEASE OF THE PREMISES
A. [§201] Lease

For and in consideration of the rents, conditions, covenants and agreements set forth herein,
Board hereby leases to Lessee and Lessee does hereby take and lease from Board, the Premises
subject to the terms, covenants and conditions of this Lease.
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B. [§ 202] Term of the Lease

The term of this Lease shall commence upon the Effective Date of Lease (defined below),
and, if not sooner terminated as provided in this Lease, shall expire at midnight on the earlier of: (a)
June 30, 2065, and (b) the last day of the calendar month immediately succeeding the fifty-fifth
(55th) anniversary of the "Affordable Occupancy Date"(as hereafter defined). For example, if the
Effective Date of Lease occurs on May 15, 2006, and the Affordable Occupancy Date occurs on
June 10, 2009, then the last day of the Term would be June 30, 2064. The term "Affordable
Occupancy Date” shall mean the date on which the certificate of occupancy or other document
authorizing occupancy has been issued by the City for the last Affordable Unit. Within thirty (30)
days after the Affordable Occupancy Date occurs, Board and Lessee shall enter into an addendum
to this Lease confirming such date and the corresponding date for expiration of the initial Term.
Neither the failure nor refusal of either Board or Lessee to enter into said addendum shall in any
manner impair this Lease or the effectiveness or enforceability of the matters intended to be
confirmed by said addendum.

C. [§ 203] Options to Extend Term

Board hereby grants the Lessee an option to extend the Term for an additional twenty (20)
years (the "First Extended Term") and, if the First Extended Term is timely and properly exercised
by Lessee, an option to further extend the Term for a term ending on the 99th anniversary of the
Effective Date (the "Second Extended Term"). The terms and conditions of the First Extended
Term and the Second Extended Term, as applicable (either, an "Extended Term") shall be the same
as set forth in the Lease, except (a) the "Base Rent" as defined in Section 303 below shall be
adjusted on the first day of each Extended Term as described in Section 304 below; and (b) the
obligation of the Lessee to pay "Overage Rent" (as defined in Section 305 below) shall terminate
upon commencement of the first Extended Term. In no event shall the term of this Lease, including
all extensions, exceed ninety nine (99) years.

D. [§ 204] Exercise of Option to Extend

1. The options to extend provided for in Section 203 shall be exercised only by
an unconditional written notice from Lessee (the "Exercise Notice") received by Board no later than
one (1) year before the expiration of the Term. If Board does not timely receive Lessee’s Exercise
Notice in accordance with the immediately preceding sentence, Lessee’s option to extend the Term
shall immediately lapse, and there shall be no further right to extend the Term. The options to
extend the Term shall be exercisable by Lessee on the express condition that Lessee shall not be in
breach or default under the Lease beyond the expiration of any applicable notice and cure period at
the time of the delivery of the Exercise Notice. If Lessee is-in breach or default under the Lease
beyond the expiration of any applicable notice and cure period at the time of the delivery of the
Exercise Notice, the Exercise Notice shall be totally ineffective. If Lessee is in breach or default
under the Lease beyond the expiration of any applicable notice and cure period on the date the
Extended Term is to commence, the Extended Term shall not commence and this Lease shall expire
at the end of the current Term.
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2. Notwithstanding the foregoing, Lessee may, by written notice delivered to
Board no later than thirty (30) days after determination of the Fair Market Value of the Parcels
pursuant to Section 305 below, give written notice of Lessee’s election to revoke the Extension
Notice for the Extended Term. If no written notice of revocation is delivered by Lessee to Board
during such thirty (30) day period, then the right to revoke the Extension Notice shall expire and be
of no further force or effect.

3. Lessee and Board shall execute an amendment to the Lease confirming the
exercise of each Extended Term and the Base Rent payable during such Extended Term within forty-

five (45) days following determination of the Base Rent for such Extended Term.

E. [§ 205] Base Rent for Extended Term

Within ten (10) days after receipt an Extension Notice from Lessee, the process to determine
the Fair Market Value for the Parcels during the Extended Term shall be commenced and shall
thereafter be completed in the time and manner provided in Section 305 below. Unless Lessee
timely delivers a revocation of its Extension Notice, then the Term shall be extended to include the
Extended Term for which the Extension Notice is delivered; and the Basic Rent payable during such
Extended Term shall be determined in accordance with Section 304 below.

F.  [§206] Term

The word "Term" when used in this Lease shall refer to the period identified in Section 202
above, as extended by any Extended Term previously exercised as provided above.

I [§300] RENT

A. [§ 301] Manner of Payment

Lessee covenants and agrees to pay Rent (defined below) as and when required by this Lease
to Board, at Board's address set forth in Section 102 hereof or at such place or to such person as
Board may designate in writing by notice to Lessee from time to time, in such coin or currency of
the United States as shall, at the time of payment, be legal tender for the payment of all debs, public
orprivate. Asused herein, "Rent" means all monetary amounts payable by Lessee under this Lease,
including without limitation Base Rent, Overage Rent, the City Land Payment (as such terms are
defined below) and any sums payable in the event of a "Participation Event" pursuant to Section 803.

B. [§ 302] Base Rent

1. [§ 303] Initial Base Rent

Lessee shall pay to the Board, for each Lease Year (defined below) or portion thereof
during the Term, in the manner and at the time provided herein, annual base rent in the following
sums (''Base Rent"):
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(a) $85,333.00 per annum for the first (1¥) year of the Term, commencing

on the Effective Date;

(b) $170,666.00 per annum for the second (2d) year of the Term,
commencing on the first (1st) anniversary of the Effective Date;

(© $256,000.00 per annum for the third (3d) through thirtieth (30th) years
of the Term, commencing on the second (2d) anniversary of the Effective Date and continuing
through the thirtieth (30th) anniversary of the Effective Date; and

(d) the amount determined as the Base Rent under Section 304(b) below,
commencing on the thirtieth (30th) anniversary of the Effective Date and continuing throughout the
remainder of the Term.

Base Rent shall be payable annually, in advance, beginning on the Effective Date and continuing on
March 31 of each Lease Year (defined below) thereafter during the Term. As used herein, "Lease
Year" means that period of twelve (12) consecutive months which begins on the Effective Date or
an anniversary of the Effective Date and which falls within the Term, to and including the last day
of the Term. Base Rent payable on the Effective Date shall be for the period ending on March 31
of the first Lease Year. Base Rent for any partial Lease Year during the Term shall be a prorata
portion of the installment then due, based upon a three hundred sixty five (365) day Lease Year. A
hypothetical example of the payment of Base Rent for Lease Years in which two different base rental
rates apply is attached as Exhibit F-1. Base Rent shall be subject to adjustment in accordance with
the terms of Section 304.

2. [§ 304] Adjustments to Base Rent

(a) Adjustment Dates. Base Rent shall be adjusted on the following
dates (each an"Adjustment Date") to the amounts described in Subsections (b), (¢) and (d) below,
as applicable:

N on the first (1st) day of the thirty-first (31st) full Lease Year
("First Adjustment Date");

2) on the first day of the First Extended Term; and
A3) on the first day of the Second Extended Term.

In no event shall the adjusted Base Rent payable from and after any Adjustment Date be less than
the annual Base Rent payable immediately prior to such Adjustment Date. Ifthe adjustment to Base
Rent has not been determined by the applicable Adjustment Date, then Lessee shall continue to pay
Base Rent in the amount payable immediately prior to the Adjustment Date until determination of
the adjustment, at which time any adjustment in the Base Rent resulting from the calculations made
pursuant to this Section 304 shall be made retroactively and paid within thirty (30) days after such
determination.
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(b) Base Rent From First Adjustment Date Through End of the Initial

Term.

ey Initial Base Rent. The initial Base Rent payable for the period
commencing on the First Adjustment Date and continuing through the end of the initial Term shall
be equal to the lesser of (i) eight percent (8%) of the Fair Market Value of the Parcels determined
in accordance with Section 305 below; or (ii) six and one-half percent (6.5%) of the Gross Revenue
(defined in Section 310 below) from the Parcels for the Lease Year preceding the First Adjustment
Date.

2 Cost of Living Adjustments. The Base Rent payable as of
the First Adjustment Date shall be adjusted on the fifth (5*) anniversary of the First Adjustment Date
and every five (5) years thereafter during the balance of the initial Term (each, a "COL Adjustment
Date") in accordance with the percentage increase, if any, in the cost of living determined in
accordance with the provisions of Subsection 305(e) below (the "Cost of Living Adjustment"),
provided that in no event will a Cost of Living Adjustment increase the Base Rent by more than
fifteen percent (15%) of the amount of Base Rent payable immediately prior to the Cost of Living
Adjustment. :

©) Rent for First Extended Term.

¢} Initial Base Rent. The initial Base Rent payable by Lessee
during the First Extended Term shall be equal to the lesser of (i) eight percent (8%) of the Fair
Market Value of the Parcels determined in accordance with Section 304(f) below; or (11) eight
percent (8%) of the Gross Revenue from the Parcels for the last year of the initial Term.

(2 Cost of Living Adjustments. The Base Rent payable upon
commencement of the First Extended Term shall be adjusted on the fifth (5") anniversary of the
commencement of the First Extended Term and every five (5) years thereafter during the First
Extended Term (each a "COL Adjustment Date") in accordance with Section 304(e) below;
provided that in no event will a Cost of Living Adjustment increase the Base Rent by more than
fifteen percent (15%) of the amount of Base Rent payable immediately prior to the Cost of Living
Adjustment.

(d) Rent for Second Extended Term.

0y Initial Base Rent. The initial Base Rent payable by Lessee
during the Second Extended Term shall be equal to the lesser of (i) eight percent (8%) of the Fair
Market Value of the Parcels determined in accordance with Section 304(f) below; or (ii) ten percent
(10%) of the Gross Revenue from the Parcels for the last year of the First Extended Term.

2) Cost of Living Adjustments. The Base Rent payable upon
commencement of the Second Extended Term shall be adjusted on the fifth (5™) anniversary of the
commencement of the Second Extended Term and every five (5) years thereafter during the Second
Extended Term (each a "COL Adjustment Date") in accordance with Section 304(e) below;
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provided that in no event will a Cost of Living Adjustment increase the Base Rent by more than
fifteen percent (15%) of the amount of Base Rent payable immediately prior to the Cost of Living
Adjustment.

(e) Cost of Living Adjustment Calculation. The "Cost of Living
Adjustment’ shall increase the Base Rent payable from and after each COL Adjustment Date to
reflect the percentage increase, if any, in the "Index" (as defined in Section 1326 below) over the
preceding five (5) year period by dividing (i) the monthly Index most recently published before the
COL Adjustment Date for which the adjustment is being computed (the "Current Index") by the
amount of the Index published for the month which is five () years prior to the date of the Current
Index.

® Determination of Fair Market Value of the Parcels

(D Definition of Fair Market Value of the Parcels. "Fair Market
Value of the Parcels” shall mean the price at which the Parcels would be sold for cash by a willing
and knowledgeable seller not compelled to sell, to a willing and knowledgeable buyer not compelled
to buy, if the Parcels were: (A) vacant; (B) unimproved, but with all off-site and on-site
improvements required to put the Parcels in a "finished" condition ready for the construction of the
Project in place; (C) unencumbered except for (i) the Board's exclusive right to use five hundred
ninety-one (591) parking spaces in one or more parking structures on the Parcels, and (ii) subject
to the Affordable Covenant until such Affordable Covenant has expired by its terms; (D) free and
clear of this Lease and all mortgages or deeds of trust; and (E) available for development for the
"highest and best use" then permitted by this Lease. The costs of construction of five hundred
ninety-one (591) parking spaces for the Board's exclusive use shall not be considered in determining
Fair Market Value of the Parcels.

@) Appraisal to Determine Fair Market Value. The Fair
Market Value of the Parcels shall be determined as follows:

a. Not earlier than nine (9) months and not later than six
(6) months prior to an Adjustment Date, the parties shall each by written notice to the other appoint
one (1) appraiser who is a licensed MAI Appraiser, or a member of the American Institute of Real
Estate Appraisers or any successor thereto, or a member of the Society of Real Estate Appraisers,
or any successor thereto, in each case with at least ten (10) years' full-time experience in San Diego
County appraising commercial real estate and has performed appraisals of not less than three 3)
facilities substantially similar to the Project in the five (5) years preceding the date on which the
appraisal under this Lease is to be made. Each such appraiser shall determine the Fair Market Value
of the Parcels based upon the factors enumerated in Section 304 (f) (1) above and complete and
submit his or her written appraisal to Board and Lessee within sixty (60) days after the appointment
of both such appraisers. If the higher appraised Fair Market Value of the Parcels in such two (2)
appraisals is not more than one hundred ten percent (110%) of the lower appraised Fair Market
Value of the Parcels, then the Fair Market Value of the Parcels shall be the average of the two (2)
appraised rental values. If it is not, however, then the appraisers so named shall have fifteen (15)
days to designate a third appraiser with similar qualifications. Ifthe two appraisers are unable timely
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to agree on the third appraiser, then either Board or Lessee, by giving prior written notice to the other
party, shall have thirty (30) days to request and obtain appointment of such a qualified appraiser by
applying to the Superior Court of the State of California for the County of San Diego. The third
appraiser, however selected, shall be a person who has not acted in any capacity for either party.

b. Ifathird appraiser is necessary, the third appraiser shall
conduct an independent appraisal of the Parcels to determine the Fair Market Value of the Parcels
based upon the factors enumerated in Section 304 (f) (1) above and complete and submit his or her
written appraisal to Board and Lessee within sixty (60) days after his or her appointment. The Fair
Market Value of the Parcels shall be the average of the two (2) of the three (3) appraised Fair Market
Values of the Parcels that are closest to each other. The Fair Market Value of the Parcels,
determined in accordance with this Subsection, shall be conclusive and binding upon Board and
Lessee.

c. When submitting his or her appraisal, each appraiser
shall certify that: (i) he or she has personally inspected the Parcels and all properties used as
comparisons; (ii) he or she has no past, present or contemplated future interest in the Improvements
or the Parcels or the leasehold estate, or any part thereof; (iii) the compensation to be received by
him or her from any source for making the appraisal is solely in accordance with this Lease; (iv) he
or she has followed the instructions as set forth in Subsection (b); (v) neither the appraiser's
employment to make the appraisal nor his or her compensation therefor is contingent upon reporting
a predetermined value, or a value within a predetermined range of values; (vi) he or she is an
appraiser who is a licensed MAI Appraiser, or a member of the American Institute of Real Estate
Appraisers or any successor thereto, or a member of the Society of Real Estate Appraisers, or any
successor thereto, in each case with at least ten (10) years' full-time experience in San Diego County
appraising commercial real estate and has performed appraisals of not less than three (3) facilities
substantially similar to the Project in the five (5) years preceding the date on which the appraisal to
be made under this Lease is to be made; and (vii) the appraisal was prepared in conformity with the
standards of professional practice common in the real estate appraisal industry.

d. Board and Lessee shall each pay the fee and expenses
charged by its appraiser plus one-half (%) of the fee and expenses charged by the neutral third

appraiser.

(g Base Rent Adjustment Examples

Hypothetical examples of adjustments to Base Rent in accordance with the
provisions of Subsections (a) and (b) are attached hereto as Exhibits F-2 and F-3.

(h) Retroactive Adjustment. If the Fair Market Value of the Parcels or
the applicable Gross Revenue from the Parcels has not been determined by the applicable
Adjustment Date, then Lessee shall continue to pay annual Base Rent in effect for the prior Lease
Year until such time as the Fair Market Value of the Parcels and the applicable Gross Revenue from
the Parcels has been determined, at which time the adjustment in the Base Rent shall be made
retroactively and paid within ten (10) days after such determination.
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C. [§ 305] Overage Rent

Overage Rent shall be calculated and paid by Lessee to Board in accordance with Sections
306 through 311 below.

1. [§ 306] Overage Rent

On or before March 31 of the first calendar year following issuance of a certificate
of occupancy or equivalent for the first residential unit within the Project, and continuing on
March 31 of each year during the initial Term of this Lease (but not during any Extended Term),
Lessee shall pay to Board, as supplemental Rent (in addition to, and not in lieu of, Base Rent), an
amount (the "Overage Rent"") equal to one and twenty-five hundredths percent (1.25%) of Gross
Revenue from the Project for the previous calendar year. The Overage Rent payable for any partial
calendar year immediately preceding expiration of the initial Term shall be paid to Board on or
before the ninetieth (90th) day following the expiration of the initial Term.

2. [§ 307] Annual Statements and Payments

On or before March 31 of each Lease Year during the initial Term of this Lease, and
within ninety (90) days following expiration of the initial Term, Lessee shall furnish to Board a
statement duly certified by an authorized officer, partner or employee of Lessee setting forth in
reasonable detail the Gross Revenue during the calendar year (or partial year) just concluded,
reflecting the basis for the computation of the amount of Overage Rent (if any) due for such calendar
year (or partial year) just concluded, and certifying that the accounting practices of Lessee, in terms
of reasonableness and propriety, conform to generally accepted accounting principles consistently
applied (an "Overage Rent Statement"). Each Overage Rent Statement shall be accompanied by
the payment from Lessee to Board of any Overage Rent reflected in said statement as being due for
such calendar or partial year. On or before the first (1*) day of January each year, Lessee shall
submit to Board a revenue projection for the Project for such calendar year to assist Board in
anticipating the amount of Overage Rent for such calendar year. Lessee shall act in good faith in
preparing such projections; however, Lessee shall in no way be liable for the accuracy of such
projections or for any damages incurred by Board resulting from Board's reliance on such
projections, unless the same are occasioned by Lessee's gross negligence or willful misconduct.

3. [§ 308] Board's Right to Audit

Board shall have the right, at any time and from time to time upon reasonable notice
to Lessee, and at Board's expense, to have an employee of the Board or a public or non-profit entity
affiliated with the Board review and examine Lessee's records of Gross Revenue for any given
period. In addition, Board shall have the right, at any time upon reasonable notice to Lessee and at
Board's sole expense, to have Lessee's records of Gross Revenue for any given Lease Year audited
by a disinterested, reputable firm of certified public accountants (compensated on an hourly basis)
who are actively engaged in the practice of their profession and who are to be selected by Board.
The following limitations shall apply to each such review and examination or audit: (a) any such
review and examination or audit shall be conducted during normal business hours at the offices
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where such records are routinely maintained by Lessee; (b) a review and examination or audit shall
be conducted not more than twice in any Lease Year; and (c) any review and examination or audit
shall be conducted so as to minimize interference with Tenant's business operations, to the extent
reasonably possible. If Board does not request an audit within five (5) years after receipt of Lessee's
annual statement, then, except in any case where the Board reasonably suspects fraud or intentional
misrepresentation of Gross Revenue, such statement shall be conclusively presumed to be accurate
and Board shall have no right to require an audit with respect to the period covered by such
statement. If any deficiency in Lessee's payment of Overage Rent is established pursuant to said
audit, Lessee shall within thirty (30) days thereafter pay to Board the amount of such deficiency
together with interest thereon from the date same was originally due at the rate per annum equal to
three percent (3%) plus the prime rate published in the western edition of the Wall Street Journal,
but in no event more than the maximum interest rate permitted by law. If the statement of Gross
Revenue forming the basis for the Overage Rent calculations previously made by Lessee to Board
is less than the amount of Lessee's Gross Revenue as shown by Board's audit by four percent (4%)
or more, then Lessee shall immediately pay to Board the cost of such audit, otherwise, the cost of
such audit shall be paid by Board. If the statement of Gross Revenue forming the basis for the
Overage Rent calculations previously made by Lessee to Board is greater than the amount of Lessee's
Gross Revenue as shown by Board's audit and further shows that an overpayment of Overage Rent
was made for the Lease Year so audited, then the amount of any overpayment shall be applied by
Board against the next succeeding payments of Base Rent coming due.

4, [§ 309] Retention of Records

Lessee shall, for a period of at least five (5) years from the end of each Lease Year,
keep safe and intact, at Lessee’s address set forth in Section 103 hereof or at Lessee's principal place
of business in California, all of the records, books, accounts and other data which are regularly kept
by Lessee in the ordinary course of its business to establish Lessee's Gross Revenue for that Lease
Year, and shall upon reasonable notice make the same available to Board and Board's auditors,
representatives or agents for examination to the extent provided in Section 308 above.

5. [§ 310] Gross Revenue

As used herein, "Gross Revenue' shall mean all revenue of any kind or nature
received by Lessee derived from the Parcels and the Improvements thereon for the Lease Year in
question, including, without limitation (i) all revenue received from subtenants or licensees of the
Parcels or the Improvements, and all interest earned on security deposits, provided such interest is
retained by Lessee and not returned to any subtenant; (ii) all other revenues from or connected with
the Parcels, all operations and Improvements thereon, including without limitation, deposits
forfeited, cancellation fees, and any cost reimbursement of any kind received by Lessee in excess of
the actual cost to Lessee; and (iii) proceeds of business interruption and similar insurance payable
as a result of loss of revenues. Gross Revenue shall not include (A) security deposits and/or other
deposits (or interest thereon which is payable to the tenant or becomes part of the deposit) until
applied in payment of rents and/or other charges to be included in Gross Revenue, (B) proceeds of
casualty insurance or condemnation awards; (C) proceeds from any sale or refinancing of any
interest in the Premises or the Improvements; (D) reimbursement from subtenants or other parties
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for actual costs related to the operation of the Premises and the Improvements; (E) reimbursement
from the Board, subtenants or other parties for actual costs related to the development, maintenance
and operation of the Project; (F) repayments of loans made by Lessee, or refunds of fees, deposits
or taxes paid by Lessee, (G) the "Affordable Housing Payment" from the Agency under the
Affordable Housing Agreement; (H) late charges or interest; (I) reimbursements for non-sufficient
fund charges by Banks on subtenants' checks; (J) settlements or payment in satisfaction of claims
for damage to property, injury or death to persons, faulty construction or maintenance and, in the
case of security, cleaning and/or similar deposits, the retention of same to the extent used to pay for
expenses incurred due to a subtenant's failure to surrender its premises in the condition required by
its sublease; (K) real and/or personal property tax refunds; (L) judgment awards and settlement
payments to the extent required to reimburse Lessee for its attorneys' fees and collection costs; and
(M) repayments or refunds to Lessee of amounts previously paid by Lessee.

6. [§ 311] Overage Rent Examples

A hypothetical example of Overage Rent calculations in accordance with the
provisions of Subsections 1 through 5 above is attached hereto as Exhibit F4.

D. [§ 312] City Land Payment

Lessee shall pay to Board, as supplemental Rent, in readily available funds, a one time
payment (the "City Land Payment") in the sum of Two Hundred F ifty Thousand Dollars
($250,000.00) which amount equals one-half (!4) of the purchase price to be paid by the Board to
the City to purchase fee title to those portions of the Parcels owned by the City immediately prior
to the Effective Date. The City Land Payment shall be payable on the first to occur of the following:
(a) within five (5) Business Days following delivery by the Board to the Lessee of the Certificate of
Compliance pursuant to Section 415; or (b) the fifth (5th) anniversary of the Effective Date.

E. [§ 313] Priority for Payment of Rent and Other Sums
1. § 314] Net Lease

(a) Board and Lessee agree that Base Rent, Overage Rent, any
supplemental Rent, the City Land Payment, and any and all other sums payable hereunder to or on
behalf of Board, shall be paid without notice or demand, and without setoff, counterclaim,
abatement, deferment, suspension or deduction. This is a net lease. Except as expressly provided
to the contrary in this Lease, all costs incurred in the operation and maintenance of the Project shall
be paid by Lessee.

(b) The obligations of Lessee hereunder shall be separate and independent
covenants and agreements; the Base Rent, the Overage Rent and all other sums payable by Lessee
hereunder shall continue to be payable in all events, and that the obligations of Lessee hereunder
shall continue unaffected, unless the requirement to pay or perform the same shall have been
terminated pursuant to an express provision of this Lease. Notwithstanding anything to the contrary
contained above, Lessee does retain a separate and independent right to sue Board; provided,
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however, any judgment in favor of Board shall not abate Base Rent or Overage Rent or terminate
Lessee's obligations hereunder.

() Lessee agrees that it will remain obligated under this Lease in
accordance with its terms, and that it will not take any action to terminate, rescind or avoid this
Lease, notwithstanding (i) the bankruptcy, insolvency, reorganization, composition, readjustment,
liquidation, dissolution, winding up or other proceeding affecting Board or its successors in interest;
or (ii) any action with respect to this Lease which may be taken by any trustee or receiver of Board
or its successors in interest or by any court in any such proceeding.

(d) Lessee waives all rights which may now or hereafter be conferred by
law (i) to quit, terminate or surrender this Lease or the Premises or any part thereof; or (ii) to any
abatement, suspension, deferment or reduction of the Base Rent, Overage Rent or any other sums
payable under this Lease.

2. [§ 315] Absolute Assignment of Gross Revenue

In consideration of Board's obligations under this Lease, Lessee hereby assigns to
Board the Gross Revenue of the Project. The assignment of Gross Revenue pursuant to this Section
is intended and shall be construed as an absolute assignment and not merely a passing of a security
interest. Such absolute assignment is and shall be subject to the conditional permission to collect
Gross Revenue and make the payments described in Section 316, in the priority described in
Section 316. It is understood and agreed that the assignment of Gross Revenue to the Board is
expressly subordinate in all respects to any assignment (whether absolute, collateral, or otherwise)
of the Gross Revenue of the Project to a Permitted Mortgagee.

3. [§ 316] Priority for Payment

Unless and until an Event of Default (as defined in Section 1207 below) then exists,
Lessee shall have permission to collect and obtain all Gross Revenue of the Project. Lessee shall
use commercially reasonable efforts to collect and obtain all Gross Revenue, and shall have the right
and obligation to use the Gross Revenue to pay to Board the Base Rent, Overage Rent, any
supplemental Rent, and any and all other sums owed to Board under this Lease. After the payment
of debt service, loan costs, and any other obligations which may be owed to a Permitted Mortgagee,
any and all Base Rent, Overage Rent, any supplemental Rent and other sums payable to Board by
Lessee under the provisions of this Lease shall have a first priority for payment from the Gross
Revenue. All other expenses of Lessee related to the Parcels and the Improvements, including
without limitation, all operating expenses and other expenses attributable to the operation,
management, leasing, repair or renovation of the Parcels and the Improvements - other than amounts
owed to a Permitted Mortgagee - shall be subordinate to the payments to Board of Base Rent,
Overage Rent, any supplemental Rent, and any and all other sums owed to Board as required under
this Lease.
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F. [§ 317] Additional Rent

In addition to and not by way of limitation of Board’s rights under specific provisions
of this Lease, Board shall at all times have the right (at its sole election and without any obligation
so to do) to advance on behalf of Lessee any amount payable under the terms hereof by Lessee, or
to otherwise satisfy any of Lessee’s obligations hereunder (except payment of monetary obligations
which are owing directly to Board such as Base Rent), provided that (except in case of emergency
calling for immediate payment) Board shall first have given Lessee no less than fifteen (15) days
advance written notice of Board’s intention to advance such amounts on behalf of Lessee. No
advance by Board shall operate as a waiver of any of Board’s rights under this Lease and Lessee shall
remain fully responsible for the performance of its obligations under this Lease. Lessee’s obli gation
to reimburse amounts advanced by Board pursuant to this Section shall constitute supplemental Rent
under this Lease, shall be due and payable by Lessee to Board ten (10) days after Board makes
written demand therefor, and shall bear interest from the date same was advanced at the rate per
annum equal to the three percent (3%) plus the prime rate published in the western edition of the
Wall Street Journal, but not to exceed the maximum rate for which the parties may lawfully contract,
from the date of advance.

G. [§ 318] Delinquency in Rent Payment; Collection of Rent

The failure of Lessee to pay any installment of Rent (including without limitation, any
estimated or final Overage Rent, or any supplemental Rent) by the due date shall constitute a default,
subject to Lessee's rights to receive notice and cure such default as provided in Section 1200 et seq.
In the event Lessee fails to pay the applicable installment of Rent within ten (10) days after the due
date, in addition to any other remedy provided by this Lease, Lessee shall pay to Board as a late
charge an additional payment equal to five percent (5%) of such delinquent payment, and the amount
due and unpaid shall bear interest at the lesser of the annual rate of three percent (3%) over the prime
rate published in the western edition of the Wall Street Journal on the due date, but not to exceed the
maximum annual rate which may lawfully be charged and collected under applicable law on the
delinquent obligation. Said interest shall accrue from the due date of the installment of Rent to the
date the installment of Rent is received by Board. It is the intent of this provision that Board shall
be compensated by such payment and interest for loss resulting from rent delinquency, including
costs to Board for servicing the delinquent account. Any failure of Board to enforce the foregoing
provisions of this Section 320 in any instance shall not constitute a waiver of Board’s right to
enforce the same at any subsequent time. '

In case of a default in payment of any part of the Rent, Board shall have the right to separate
its cause of action to permit the institution of a separate suit only for the Overage Rent unable to be
determined at the time suit is first brought, and neither the institution of such first suit nor the entry
of judgment therein shall bar Board from bringing a subsequent suit against Lessee, for the amount
of Overage Rent not capable of being determined at the time of the initial action, at such time as such
Overage Rent may be determined. Any order or judgment concerning estimated installments of
Overage Rent shall not prejudice or bar Lessee's or Board's rights to the adjustment of Overage Rent
as provided by Sections 308 and 309.
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H. [§ 319] No Subsidy or Assistance

Board agrees that nothing contained in this Lease constitutes financial assistance ora subsidy
by Board to Lessee in connection with the Project and that the Rent and other consideration to be
paid and obligations agreed to be performed by the Lessee under the Lease represents not less than
the full fair market rental value of the Premises and full consideration for the Lease.

Iv. [§ 400] DEVELOPMENT OF THE PARCELS

A. [§ 401] General

Lessee, at its sole cost and expense, shall construct or cause to be constructed the Project and
all of the Improvements, in full conformity with this Lease, the Scope of Development, the
"Construction Schedule" attached hereto as Exhibit G, and the Final Construction Drawings and

Related Documents.

B. [§ 402] Certain Construction Issues

1. Relocation of Bus Operations

(a) The Board has agreed, at Lessee's request, to relocate all bus transit
activities from the Trolley Station to the Amaya Station, a nearby location owned and operated by
the Board, in order to accommodate the Lessee's initial construction of the Project on the Parcels.
The temporary closure of the bus transit activities at the Trolley Station shall commence not later
than thirty (30) days after Lessee's written notice of intent to proceed (the "Relocation Notice"), and
continue for a period ending on the date specified in a written notice delivered by Lessee to the
Board (the "Relocation End Date") which notice shall be delivered not later than sixty (60) days
prior to the Relocation End Date identified in such notice.

(b) In consideration for such temporary closure of the bus transit activities
at the Trolley Station , Lessee shall pay to Board, as additional Rent, in readily available funds, a fee
of $1,822.90 for each week of bus relocation (the weekly "Relocation Fee") to reimburse the Board
for the costs incurred by the Board in connection with such relocation of the bus stop from the
Trolley Station to the Amaya Station. Lessee has requested that bus transit activities be relocated
to the Amaya Station for a period of two (2) years. The estimated total cost for relocation for two
(2) years is $284,372.40. Lessee shall deposit one-half of this estimated total cost for relocation
($142,186.20) with the Board on or before the date identified for the commencement of bus transit
relocation in the Relocation Notice, and Lessee shall deposit with the Board the second half of this
estimate ($142,186.20) one (1) year thereafter. Lessee shall have the right to continue the bus transit
relocation activities beyond two (2) years for additional weekly Relocation Fees by providing the
Board thirty (30) days advance written notice accompanied by an additional deposit of weekly
Relocation Fees sufficient to cover the requested extension of the bus relocation. [add reconciliation
provision]
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(c) In addition, Lessee acknowledges that the relocation of the bus transit
activities to the Amaya Trolley Station will likely cause damage to the asphalt at the Amaya Trolley
Station. Lessee shall have the option, at its sole cost and expense, to install a concrete bus parking
pad to reduce the damages. Lessee shall, at its sole cost and expense, repair or replace any damaged
asphalt at the Amaya Trolley Station within thirty (30) days of the Board's written request. All repair
and replacement of damaged asphalt, and the installation of a concrete bus parking pad (should
Lessee elect to do so) shall be performed to the Board's standards and specifications. The Board
estimates that the cost to install a concrete bus parking pad and/or repair or replace any damaged
asphalt would not exceed $60,000.

(d) Board does not plan to discontinue trolley operations at the Trolley
Station during the construction of the Project. Board may continue, modify or temporarily
discontinue trolley operations at the Trolley Station during the construction of the Project as Board
may determine in its sole discretion.

2. Temporary Parking. During the construction of the Project, Lessee shall at
all times maintain at least two hundred sixty-five (265) parking spaces available on the Parcels (the
"Temporary Parking") for use of the Board, trolley patrons, and others to whom Board has from
time to time granted parking rights, as described in the "Trolley Parking Construction Phasing
Plan" attached as Exhibit H. The existing parking on the East Parcel shall not be disturbed until
the parking garage on the West Parcel is completed and ready for use and a temporary certificate of
occupancy (or its equivalent) the parking garage on the West Parcel has been issued by the City.

3. Interim Access. During construction of the Project, Lessee shall maintain
at all times, at its sole cost and expense, reasonable vehicular and pedestrian ingress and egress over
the Access Road between: (a) Fletcher Drive and (i) the Temporary Parking; and (ii) the AAA
Property and the CCRT Property; and (b) the Temporary Parking and the Trolley Station, the AAA
Property and the CCRT Property.

4. Repair of Damage. Lessee shall promptly repair, to a condition at least as
good as the preexisting condition, any and all damages caused to the Board Land or the Trolley
Station from the construction of the Project. Without limiting the generality of the foregoing, upon
completion of the installation of all utilities by Lessee within and near the Access Road, Lessee shall;
(a) properly fill and compact all trenches and other excavations resulting from the installation of such
utilities; (b) repair the road surface and any other paved surfaces to a construction standard not less
than the preexisting condition; (c) place an asphalt concrete overlay not less than one inch thick over
the entire Access Road. All such repair work shall be performed to the Board's standards and
specifications.
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C. [§ 403] Evidence of Financing and Project Commitments

Lessee shall report regularly as requested by the Board on its financing for the development
on the Parcels. The reports may be oral, or shall be in writing if requested by the Board. The reports
shall explain in reasonable detail the status of the financing approved by the Board under the DDA,
and the pre-leasing activity which has been achieved. The information in the reports shall remain
confidential to the extent permitted by law, recognizing without limitation that they are subject to
review by responsible officials and employees of the Board.

Lessee shall provide or cause to be provided to the Board any additional evidence reasonably
required by the Board from time to time to establish that the following items are current and in full
force and effect:

1. A current certified financial statement or statements covering the last two (2)
years, or other financial statements or forms of financial confirmation, in such form reasonably
satisfactory to the Board.

2. To the extent not previously provided, copies of the contracts between: (a)
Lessee and the general contractor for the construction of improvements upon the Parcels (the
"General Construction Contract"), and (b) the general contractor and all Major Subcontractors.
("Major Subcontractors" for purposes hereof shall be those subcontractors whose work exceeds
five percent (5%) of the total construction contract costs.) Such contracts shall contain retention
provisions requiring withholding of a minimum of five percent (5%) of payments due to the general
contractor and subcontractors until the contractual obligations of such entities are fully completed
as to any phase identified in such contract. Such contracts shall also contain, to the Board's
reasonable satisfaction, adequate indemnification, insurance and other contractual provisions as may
reasonably be required to protect the Board and any other provisions required by this Lease to be
contained in such contracts, and shall be certified by Lessee to be true and correct copies thereof.
Lessee shall duly to perform and observe all of its obligations under the General Construction
Contract.

3. If not previously provided, an assignment by Lessee, in form and substance
reasonably satisfactory to the Board, assigning to the Board as security for Lessee's performance
under this Lease, the interests of Lessee under the General Construction Contract. It is understood
and agreed that such assignment will be expressly subordinate to any assignment of such contract
required by a Permitted Mortgagee and shall include the Board's deemed approval of all
amendments, change orders and terminations approved of the General Construction Contract by a
Permitted Mortgagee so long as the contract terms regarding insurance, indemnification and retention
required by this Lease or approved by the Board are not reduced.

4. To the extent not previously provided, evidence reasonably satisfactory to the
Board that Lessee has obtained all Required Land Use Approvals and any other permits, approvals
and authorizations of any type required for the design, development, construction, use and operation
of the Project and that all such permits, approvals and authorizations remain in full force and effect.
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5. To the extent not previously provided, evidence satisfactory to the Board that
Lessee has obtained all easements, encroachment agreements, licenses and other off-site rights
required for the development, construction, use and operation of the Project.

D. [§ 404] Construction Plans, Drawings and Related Documents

Lessee has prepared and the Board has approved the Final Construction Drawings and
Related Documents for the Project, including all Improvements.

E. [§ 405] Board Approval of Material Changes

1. The Board shall have the right of review (including, but not limited to,
architectural review) and approval of any "Material Change" (as hereinafter defined) in the Final
Construction Drawings and Related Documents. If Lessee desires to make any Material Change in
the Final Construction Drawings and Related Documents, Lessee shall submit the proposed change
to the Board for its approval, which shall not be unreasonably withheld. The Board shall approve,
conditionally approve or disapprove such proposed change as provided in this Section and in the
manner and within the time period provided in Subsection 405(2) below.

2. A "Material Change" shall mean any change to the Final Construction
Drawings and Related Documents which (a) results in more than a Three Million Dollar
(83,000,000) change in the Guaranteed Maximum Price set forth in the approved general
construction contract between Lessee and FF Development L.P. ("General Contractor") providing
for the construction of the Improvements; (b) impacts the Trolley Parking Facilities or the Trolley
Station in any material way; or (c) requires an amendment to any discretionary approval previously
issued by the City for the Project. The Board shall respond to any request for approval of a Material
Change within ten (10) Business Days after receipt of such request, and, if the Board fails to respond
within such ten (10) Business Day period, such requested Material Change shall be deemed
approved.

3. The Board neither undertakes nor assumes nor shall it have any responsibility
or duty to Lessee or to any third party to review, inspect, supervise, pass judgment upon or inform
Lessee or any third party of any matter in connection with the development or construction of the
Project, whether with respect to the quality, adequacy or suitability or the plans, any labor, service,
equipment or material furnished to the Project, any person furnishing the same or otherwise. Lessee
and all third parties shall rely upon its or their own Jjudgment with respect to such matters, neither
Lessee nor any third party is entitled to rely on any review, inspection, supervision, exercise of
Judgment or information supplied to Lessee or to any third party by the Board in connection with this
Lease.
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F. [§ 406] Cost of Construction

The cost of developing the Parcels and constructing all improvements thereon shall be borne
by Lessee. The Board and Lessee shall each pay the costs necessary to administer and carry out their
respective responsibilities and obligations under this Lease.

G. [§ 407] Construction Schedule

Lessee shall begin construction of the Project within thirty (30) days following the Effective
Date and shall use its diligent, good faith efforts to complete the construction of the Project in
accordance with the Construction Schedule (defined below) no later than the fourth (4th) anniversary
of the Effective Date, subject to extension for "Enforced Delay" (as defined in Section 1209 below).

Lessee has prepared a construction schedule (the "Construction Schedule") which is
attached hereto as Exhibit G, specifying the dates when the major elements and components of the
work to be performed thereunder are currently scheduled for completion, looking to completion of
the construction on or before the date specified above. In the event that any material change occurs
in the Construction Schedule by reason of delay or otherwise, Lessee shall prepare a revised
Construction Schedule and submit it to the Board within fifteen (15) days after Lessee first has
confirmed the delay. '

Not less than monthly, during periods of construction, Lessee shall submit to the Board a
report summarizing the progress of construction, any change in the status of all necessary
governmental approvals required in connection with the construction work, the status and degree of
the completion of the work, and any confirmed delays under the Construction Schedule submitted
to the Board pursuant to the preceding paragraph. The reports shall include, if requested, a
reasonable number of construction photographs taken since the last report submitted by Lessee.

H. [§ 408] Indemnification; Insurance

To the fullest extent permitted by law, Lessee shall indemnify, protect, defend and hold
harmless the Board and its officers, employees and agents, from and against all liability, loss,
damage, costs, or expenses of any kind (including court costs and attorneys' fees) arising from or as
a result of any accident, injury, loss or damage whatsoever caused to any person or to the property
of any person which shall occur on or adjacent to the Parcels and which shall be directly or indirectly
caused by any acts done thereon or any errors or omissions of Lessee, its agents, employees and
contractors, or any of them, including but not limited to, claims of negligent or defective design or
construction, regardless of whether any such liability occurs before or after issuance of the Certificate
of Compliance. These indemnity obligations shall survive the expiration or termination of this
Lease. Lessee's obligations under this Section exclude only claims, losses or liability which is due
to the sole negligence or willful misconduct of Board or its officers, employees and agents.

During the period of construction on the Parcels and until such time as the Board has issued
a final Certificate of Compliance under Section 415 for all improvements to be constructed by
Lessee pursuant to this Lease, Lessee shall have and maintain the insurance policies set forth in
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Section 1102. All policies, endorsements, certificates and binders shall be subject to approval by
the Risk Manager of the Board.

L (§ 409] Antidiscrimination During Construction; Equal Opportunity

Lessee, for itself and its successors and assigns agrees that in the construction of the
improvements on the Parcels provided for in this Lease:

L. Lessee shall not discriminate against any employee or applicant for
employment because of race, color, religion, creed, national origin, ethnicity, disability, age, marital
status, sex or sexual orientation. Lessee shall take affirmative action to ensure that applicants are
employed, and that employees are treated during employment without regard to their race, color,
religion, creed, national origin, ethnicity, disability, age, marital status, sex or sexual orientation.
Such action shall include, but not be limited to, the following: employment, upgrading, demotion,
or transfer; recruitment or recruitment advertising, layoff or termination; rates of pay or other forms
of compensation; and selection for training, including apprenticeship. Lessee agrees to post in
conspicuous places, available to employees and applicants for employment, notices setting forth the
provisions of this nondiscrimination clause.

2. Lessee shall, in all solicitations or advertisements for employees placed by or
on behalf of Lessee, state that all qualified applicants shall receive consideration for employment
without regard to race, color, religion, creed, national ori gin, ethnicity, disability, age, marital status,
sex or sexual orientation.

3. Lessee shall cause the foregoing provisions to be inserted in all contracts for
any work covered by this Lease so that such provisions shall be binding upon each contractor and
subcontractor, provided that the foregoing provisions shall not apply to contracts or subcontracts for
standard commercial supplies or raw materials.

J. (§ 410] Local, State, and Federal Laws

Lessee shall carry out the construction of the Improvements on the Parcels in conformity with
all applicable laws, including all applicable federal and state labor standards. Board and Lessee do
not believe that the Project is subject to prevailing wage requirements; however, Lessee shall cause
its contractors to pay prevailing wages for the construction of the Projectifand to the extent required
by applicable law. Notwithstanding the foregoing, if formal written demand is made on Lessee for
the payment of prevailing wage on the construction of the Project, and Lessee determines in its sole
good faith discretion that it will be unable to resolve such demand in Lessee's favor, within a time
period acceptable to Lessee or the Permitted Mortgagee funding construction of the Project, then
Lessee, with the written consent of the Permitted Mortgagee shall have the right to terminate the
Lease by delivery to the Board of a written notice of termination ("Termination Notice"); provided
that Lessee restores the Parcels, at the sole cost and expense of Lessee, to a functional equivalent not
less than that existing as of the Effective Date (the "Restoration"), no later than six (6) months
following Lessee's delivery of the Termination Notice, which six (6) month period shall be extended
by Enforced Delays. During the restoration, Lessee shall maintain parking on the Parcels not less
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than the Temporary Parking. The plans and specifications for the Restoration shall be subject to the
prior written approval of the Board, which approval will not be unreasonably withheld or delayed.
Upon the lien free completion by Lessee of the Restoration and acceptance of the Restoration by the
Board, the Lease and the rights and obligations of Lessee and the Board shall terminate and be of no
further force or effect except for those sections of this Lease which provide that they will survive the
expiration or termination of this Lease.

K. [§ 411] City and Other Governmental Board Permits

Before commencement of any work or improvement upon the Parcels, Lessee shall secure
or shall cause to be secured, all Required Land Use Approvals any and all permits, approvals or
certificates which may be required by the City or any other governmental agency with Jjurisdiction
over the Parcels or over the construction, development or work contemplated under this Lease.
Lessee shall obtain all City grading and building permits required for construction of the Project
within two (2) Business Days after the Effective Date and provide written notice and copies thereof
to the Board. The Board shall cooperate with Lessee and provide all proper assistance to Lessee in
securing these permits and certificates and any other approvals required for the Project in order to
meet the time periods set forth in the Schedule of Performance; provided that the Board shall not be
required to incur any expense in connection with providing any such assistance.

L. [§ 412] Rights of Access

For the purposes of assuring compliance with this Lease, representatives of the Board shall
have the reasonable right of access to the Parcels without charges or fees and at normal construction
hours during the period of construction for the purposes of this Lease, including, but not limited to,
the inspection of the work being performed in constructing the improvements. Such right to enter
shall be subject to Board's compliance with all site control and safety procedures established by
Lessee and/or the General Contractor. Such representatives of the Board shall be those who are so
identified in writing by the Board. The Board hereby indemnifies Lessee and holds it harmless from
any damage or liability caused solely by Board or its representatives and arising out of this right of
access.

M. [§ 413] Taxes, Assessments, Encumbrances and Liens

Prior to recordation of a Certificate of Compliance for the Project pursuant to Section 415
of this Lease, Lessee shall not place or allow to be placed on the Parcels, or any portion thereof, any
mortgage, trust deed, encumbrance or lien not authorized by this Ground Lease, and Lessee shall
remove, or shall have removed, any levy or attachment made on the Parcels, or any portion thereof,
or shall assure the satisfaction thereof within a reasonable time. Nothing herein contained shall be
deemed to prohibit Lessee from contesting the validity or amounts of any tax, assessment,
encumbrance or lien, nor to limit the remedies available to Lessee with respect thereto, provided
such contest does not subject the Parcels, or any portion thereof, to forfeiture or sale, as more fully
set forth in Section 611.
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N. [§ 414] Sale of the Project

Except as otherwise expressly provided in this Lease, Lessee shall not under any
circumstances be entitled to sell any portion of its ownership interest in the Project prior to the
issuance of a Certificate of Compliance by Board, without the prior written consent of the Board,
which may be granted or withheld in the sole and absolute discretion of Board.

Following the issuance of a Certificate of Compliance, Lessee shall be entitled to sell its
interest in any or all of the Project to the extent allowed and in accordance with the terms and
provisions of Section 800 e seq.

If, contrary to the provisions of this Lease, Lessee does assign this Lease or any of the rights
herein, or does sell, transfer, convey or assign any portion of its ownership interest in the Project or
any part of the Parcels or the improvements thereon, in addition to all other legal and equitable
remedies the Board may be entitled to, the Board shall be entitled to recover from Lessee the total
consideration received by Lessee for such sale, transfer, conveyance or assignment. Said
consideration shall belong and be paid to the Board and until so paid the Board shall have a lien on
Lessee's interest in the Parcels for such amount.

Nothing in this Section 414 shall apply to, limit or restrict the assignment and conveyance
of Lessee's right title and interest in the Lease and in the Project to a Permitted Mortgagee or its
affiliate in connection with the realization by a Permitted Mortgagee on its security, whether by
foreclosure or by deed/assignment in lieu of foreclosure, nor apply to, limit or restrict the
assignment and conveyance of Lessee's interest in the Lease and in the Project by the Permitted
Mortgagee or its affiliate following such foreclosure or deed/assignment in lieu of foreclosure.

0. [§ 415] Certificate of Compliance

Promptly after completion of all construction and development of the Project to be completed
by Lessee upon the Parcels, and the completion of all construction and development of the Trolley
Parking Facilities, and the repair any damages pursuant to Section 402(4), all in compliance with
the terms of this Lease, the Board shall furnish Lessee with a Certificate of Compliance upon written
request therefor by Lessee. Such Certificate of Compliance shall be in such form as to permit it to
be recorded in the Office of the County Recorder of San Diego County.

A Certificate of Compliance shall be, and shall so state, conclusive determination of
satisfactory completion of the construction required by this Lease upon the Parcels and of full
compliance with the terms hereof. ‘

The Board shall not unreasonably withhold or delay any Certificate of Compliance. If the
Board refuses or fails to furnish a Certificate of Compliance for the Parcels after written request from
Lessee, the Board shall, within ten (10) days of the next regularly scheduled Board meeting after
such written request, provide Lessee with a written statement of the reasons the Board refused or
failed to furnish a Certificate of Compliance. The statement shall also contain the Board's opinion
of the action Lessee must take to obtain a Certificate of Compliance. If the reason for such refusal
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is confined to the immediate unavailability of specific items or materials for landscaping, the Board
will issue its Certificate of Compliance upon the posting of a bond by Lessee with the Board in an
amount representing a fair value of the work not yet completed.

Such Certificate of Compliance shall not constitute evidence of compliance with or
satisfaction of any obligation of Lessee to any holder of a mortgage or any insurer of a mortgage
securing money loaned to finance the improvements or any part thereof. Such Certificate of
Compliance is not notice of completion as referred to in California CiviL CODE Section 3093.

P. [§ 416] Construction of Trolley Parking Facilities.

Lessee, at its sole cost and expense, shall design, obtain all permits and entitlements for, and
construct the Trolley Parking Facilities in accordance with the approved Final Construction
Drawings and Related Documents in the time and manner provided for in Section 407. The Trolley
Parking Facilities shall be constructed to a standard at least equivalent to the other parking provided
for the Project.

V. [§ 500] USE OF THE PARCELS AND THE IMPROVEMENTS
A. [§ 501] Use of the Parcels and the Improvements
1. Permitted Use. Lessee shall have the right and Lessee covenants and agrees

to develop the Parcels, make the Improvements and use the Premises, in accordance with the
provisions of this Lease, for the operation of the Project (as defined in Section 106 above) and for
no other purposes. '

2. Operation, Management and Use of the Trolley Parking Facilities. After
the issuance of the Certificate of Compliance, Board shall at all times have exclusive control over
the operation, management and use ofthe Trolley Parking Facilities and the Outdoor Parking Spaces.
Neither Lessee nor its subtenants nor any other residents or users of the Project nor their respective
family members, employees, customers, contractors, agents, guests or invitees shall have any right
to enter or use any part of the Trolley Parking Facilities or the Outdoor Parking Spaces, except as
specifically noted below in this Section 501(2). Lessee shall use commercially reasonable efforts
to prevent its subtenants, any other residents or users of the Project, and their respective family
members, employees, customers, contractors, agents, guests and invitees from parking in the Trolley
Parking Facilities and the Outdoor Parking Spaces. Lessee shall cooperate with the Board in
notifying its subtenants of these restrictions and in enforcing these restrictions. Board shall at all
times have the right to install signage (including exterior signage, to be coordinated with Lessee's
signage plans, on the Improvements and the Parcels), gates, security guards and other access control
measures to restrict access to the persons authorized by the Board to enter the Trolley Parking
Facilities. Notwithstanding the preceding sentence, Lessee, its tenants and other persons authorized
by Lessee to enter the Parcels shall have the non-exclusive right to use the following areas within
or adjacent to the Trolley Parking Facilities for the described purposes only: [to be confirmed by
MTS in connection with approval of plans and revised as appropriate]
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(a) The pedestrian walkways lying between the Access Road and the base
of the stairwells and the elevators that extend from the Project to the ground floor of the parking
structures, to (1) provide pedestrian ingress and egress between the elevators and stairwells and the
Access Road; and (ii) to allow maintenance and repair by Lessee of (A) the elevators and stairwells
and (B) those parking spaces on the ground floor of the parking garage on the East Parcel that are
a part of the Project and not the Trolley Parking Facilities ("Project Ground Floor Parking
Spaces"); it being agreed that all stairwells and elevators within the parking structures shall be a part
of the Project, and not the Trolley Parking Facilities [are there any elevator or other mechanical
rooms in the Trolley Parking Facilities?]; and

(b) The eastern most driveway ramp providing ingress and egress between
the Access Road and the parking structure on the East Parcel, to provide vehicular ingress and egress
between the Access Road and the Project Ground Floor Parking Spaces.

Nothing in this Lease shall restrict or impair in any way the Board's rights or discretion to operate,
manage, use, transfer, close or redevelop the Trolley Parking Facilities for such purposes as the
Board determines from time to time in its sole discretion; provided, however, that Board shall not
change the use of the Trolley Parking Facilities from parking uses to another use which would
materially adversely affect the operation, structural integrity, maintenance, access, value,
marketability or desirability of the Project.

3. Limitation on Access to Project by Trolley Patrons and Parking
Licensees. Neither the trolley patrons nor the parking licensees shall have any right to enter or use
any part of the Parcels except for (a) the Trolley Parking Facilities; (b) all driveways, ramps,
walkways and any stairways that extend between the Trolley Parking Facilities and the Access Road;
and (c) all exterior walkways on the ground levels of the Parcels. Board shall at all times have full
rights for support of and utilities to the Trolley Parking Facilities. Lessee shall at all times have the
right to install signage, gates, security guards and other access control measures to restrict access to
all other portions of the Parcels to the tenants and other persons authorized by the Lessee to enter the
Parcels.

B. [§ 502] Change in Use.
1. Lessee shall have the right from time to time to request that the Board approve

a change in use of the Parcels. The Board shall not unreasonably withhold its approval to such
request, provided that the proposed new use is a transit-oriented and pedestrian-oriented
development. It shall be reasonable for the Board to impose as a condition to its consent to a
proposed change in use that this Lease be amended in such respects as the Board may reasonably
require to address any new considerations brought about by the proposed new use of the Parcels,
including, without limitation, an increase in the Rent payable under the Lease to reflect the increase,
if any, in the Fair Market Value of the Parcels resulting from the change in permitted use. In no
event shall Rent be decreased.

2. A condominium conversion of the Project shall be considered a changeinuse.
Lessee shall not sell any residential or retail units as condominiums, or separately finance and
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encumber any residential or retail units, without the prior written consent of the Board, which
consent may be withheld by the Board in its sole discretion. In connection with any such approval,
the Board shall have the right to require an amendment to this Lease to compensate for the loss in
Rent resulting from such sales. All costs incurred by Board to determine whether or not to approve
a change in use (including any costs incurred by Board for the amendment of this Lease required by
such request) shall be paid by Lessee.

C. [§ 503] Management of the Parcels and the Improvements

The Parcels and the Improvements (exclusive of the Trolley Parking Facilities) shall be
managed or caused to be managed by Lessee in a prudent and businesslike manner. Board shall have
the right of approval (which approval shall not be unreasonably withheld or delayed) over any
prospective Operator of the Project or any part thereof at all times during the Term of this Lease.
The term "Operator," as used in this Lease, shall mean a person, firm or other entity taking control
of the management of the Project under an operating lease, management contract, license agreement,
or other similar arrangement, provided, however, the term "Operator" shall not include (a) an
employee or an affiliate of Lessee; or (b) a property management company that serves under a
property management contract so long as the manager is not granted rights typically reserved to an
owner under a standard property management agreement for a project similar to the Project, such as
a right to enter into leases or contracts for a term in excess of one (1) year, or to elect to make
material capital expenditures for the repair, replacement or alteration of the Improvements, without
the prior written consent of the Lessee. In determining reasonableness of withholding approval by
Board, the experience and proven ability of the proposed Operator in the residential rental apartment
business, consistent with the nature of the Improvements and the manner in which they are required
to be operated by the terms of this Lease, shall be considered together with financial responsibility
consistent with the financial obligations of such operation. If Lessee elects to manage and operate
the Project with an Operator, the operating agreement between Lessee and the Operator shall be
approved by Board (the "Operating Agreement"). Board's approval of the Operating Agreement
shall not be unreasonably withheld.

Lessee further covenants and agrees as follows:

1. Lessee shall (a) diligently enforce the terms of the Operating Agreement with
the Operator, including appropriate recourse to any remedies available to Lessee for material defaults
under the Operating Agreement, (b) perform all acts and obligations and comply with all
requirements under the Operating Agreement with the Operator required to be performed or
complied with by Lessee so as to keep the Operating Agreement in full force and effect, and (c) not
take or allow, by action or inaction of Lessee, any act, condition or circumstance that would violate
the Operating Agreement with the Operator or excuse or prevent the Operator from fully performing
and complying with the terms of the Operating Agreement. Clause (c) above shall not be construed
to prohibit Lessee from terminating the Operating Agreement for material uncured default under the
terms thereof, or as otherwise permitted thereunder for cause.

2. Board shall have the right, but no obligation, to cure, and any Operating
Agreement between Lessee and the Operator shall expressly provide for Board to receive notice of

MTDB Fuirfield Grossmont
lease. 7apr06.wpd 27 4/7/06

C-33



and have the right to cure, any breach by or default of Lessee under the Operating Agreement, on
behalf of and at the expense of Lessee during any period that Lessee is in default thereunder;
provided that, except in case of an emergency requiring earlier action, Board shall give Lessee not
less than fifteen (15) days prior written notice of Board’s intent to cure on behalf of Lessee. The
Operating Agreement shall further expressly provide that Board shall have a reasonable period of
time (considering the nature of the default) to cure any default of Lessee, following the expiration
of all periods (including any extensions of time and periods during which performance is waived)
allowed for Lessee’s cure of such default, in the event that Lessee has failed to cure. Lessee shall
pay Board, as supplemental Rent hereunder, all amounts expended by Board in curing any such
default, together with interest thereon accruing as of the date Board expends such amounts at a rate
per annum equal to three percent (3%) plus the prime rate published in the current western edition
of the Wall Street Journal as of the date of the expenditure, but in no event more than the maximum
interest rate permitted by law.

3. Subject to the right of prior assignment to a Permitted Mortgagee (defined
below) as security for a Permitted Mortgage (defined below), Lessee hereby assigns to Board, as
security for the performance of the obligations of Lessee under this Lease, including, but not limited
to, the provisions of this Section 503, all right, title and interest of Lessee in and to any Operating
Agreement, if applicable; provided, however, that Board shall exercise no rights of Lessee pursuant
to such assignment without first having effectively declared a default on the part of Lessee as
provided in Section 1201 of this Lease. Board shall be deemed to have approved an amendment or
termination of an Operating Agreement that has been approved by a Permitted Mortgagee.

D. [§ 504] Obligation to Refrain from Discrimination

There shall be no discrimination against or segregation of any person, or group of persons,
on account of sex, marital status, race, color, creed, religion, national origin or ancestry in the sale,
lease, sublease, transfer, use, occupancy, tenure or enjoyment of the Parcels or the Improvements,
and Lessee itself or any person or entity claiming under or through it shall not establish or permit any
such practice or practices of discrimination, or segregation with reference to the selection, location,
number, use or occupancy of tenants, lessees, subtenants, sublessees, or vendees of the Parcels or
the Improvements,

E. [§ 505] Form of Nondiscrimination and Nonsegregation Clauses

All deeds, leases or contracts pertaining to the rental, sale or lease of the Premises, the
Improvements, or any portion thereof, shall contain or be subject to substantially the following
nondiscrimination or nonsegregation clauses:

1. In deeds: "The grantee herein covenants by and for itself, its heirs,
executors, administrators and assigns, and all persons claiming under or
through it, that there shall be no discrimination against or segregation of, any
person or group of persons on account of sex, marital status, race, color,
creed, religion, national origin or ancestry in the sale, lease, sublease,
transfer, use, occupancy, tenure or enjoyment of the land herein conveyed,
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nor shall the grantee itself or any person claiming under or through it,
establish or permit any such practice or practices of discrimination or
segregation with reference to the selection, location, number, use or
occupancy of tenants, lessees, subtenants, sublessees or vendees in the land
herein conveyed. The foregoing covenants shall run with the land."

2. In leases: "The lessee covenants by and for itself, its heirs, executors,
administrators and assigns, and all persons claiming under or through it, and
this lease is made and accepted upon and subject to the following conditions:

There shall be no discrimination against or segregation of any
person or group of persons on account of sex, marital status,
race, color, creed, religion, national origin or ancestry, in the
leasing, subleasing, transferring, use, or enjoyment of the land
herein leased nor shall the lessee itself, or any person
claiming under or through it, establish or permit any such
practice or practices of discrimination or segregation with
reference to the selection, location, number, use or occupancy,
of tenants, lessees, sublessees, subtenants or vendees in the
land herein leased."

3. In contracts: "There shall be no discrimination against or segregation of,
any person or group of persons on account of sex, marital status, race, color,
creed, religion, national origin, or ancestry in the sale, lease, sublease,
transfer, use, occupancy, tenure or enjoyment of the land, nor shall the
transferee itself or any person claiming under or through it, establish or
permit any such practice or practices of discrimination or segregation with
reference to the selection, location, number, use or occupancy, of tenants,
lessees, sublessees, subtenants, or vendees in the land."

No such language is required to be included in the documents evidencing or securing
a Permitted Mortgage.

F. [§ 506] Rights of Access for Construction, Repair and Maintenance of
‘ the Trolley Parking Facilities

The Board reserves the right to enter the Parcels or any part thereof at all reasonable times
and with as little interference to other activities on the Parcels as possible for the purposes of
maintenance, repair or service of any facilities located on the Parcels which serve the Trolley Parking
Facilities, including without limitation any utility improvements. Any such entry shall be made only
after reasonable notice to Lessee, and the Board shall indemnify, defend and hold harmless Lessee
from any claims or liabilities pertaining to any such entry or work. Any damage or injury to the
Parcels or to the improvements thereon resulting from such entry shall be promptly repaired at the
sole expense of the Board.
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G. [§ 507] Quiet Enjoyment

Subject to Sections 412 and 506, the Board covenants and agrees that Lessee, by keeping and
performing the covenants herein contained, shall at all times during the Term of this Lease peaceably
and quietly have, hold and enjoy the Premises and the Improvements, without unreasonable
hindrance or interruption by Board or Board's agents, or by any other person or persons lawfully
claiming by, through or under Board.

VL [§600] LAWS, UTILITIES AND TAXES
A. [§ 601] Compliance With Laws
1. Lessee shall, at its sole cost and expense, comply with and shall require any

Operator of the Project and any occupants or sublessees of the Project (other than the Board and any
users of the Trolley Parking Facilities) to comply with:

(a) All federal, state, county, municipal and other governmental statutes,
laws, rules, orders, regulations and ordinances (herein sometimes collectively referred to as "law")
affecting the Parcels or the Improvements thereon, or any part thereof, or the use thereof, including
those which require the making of any structural, unforeseen or extraordinary changes to the Parcels
or the Improvements, whether or not any such statutes, laws, rules, orders, regulations or ordinance
which may be hereafter enacted were within the contemplation of the parties at the time of execution
of this Lease, or involve a change of policy on the part of the governmental body enacting the same;
and

(b) All rules, orders and regulations of the National Board of Fire
Underwriters or other bodies exercising similar functions in connection with the prevention of fire
or the correction of hazardous conditions which apply to the Parcels and the Improvements
constructed thereon; provided, however, that nothing in this Section 601 shall be construed to
require Lessee to meet the standards of any future law which by its terms does not then apply to the
Parcels, the Improvements thereon or the use, operation or occupancy thereof (for example, changes
in building codes that apply prospectively and do not require alterations of existing structures).

B.  [§602] Utilities

Lessee agrees to pay or cause to be paid, as and when they become due and payable, all
charges for water, gas, light, heat, telephone, electricity, garbage, refuse and all other utility and
communication services rendered or used on or about the Parcels or the Improvements (exclusive
of the Trolley Parking Facilities) at all times during the Term of this Lease.
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C. [§ 603] Impositions (Including Taxes and Assessments)

. [§604]  Payment Generally

Subject to the provisions of Section 609 and other limitations in Sections 600 through
611, Lessee agrees to pay or cause to be paid, as and when they become due and payable, and before
any fine, penalty, interest or cost may be added thereto, or become due or be imposed by operation
of law for the nonpayment thereof, all taxes, assessments, franchises, excises, licenses and permit
fees, and other governmental levies and charges, general and special, ordinary and extraordinary,
unforeseen and foreseen, of any kind and nature whatsoever which at any time during the Term of
this Lease may be assessed, levied, confirmed, imposed upon, or grow or become due and payable
out of or in respect of, or become a lien on: (a) the Parcels, the Improvements, or any part thereof;
(b) the rent and income received by Lessee from subtenants, guests or others for the use or
occupation of all or any part of the Parcels or the Improvements thereon; or (c) the transactions
contemplated herein or any document to which Lessee is a party, creating or transferring an interest
or estate in the Parcels. Notwithstanding the foregoing, the Board shall reasonably cooperate with
the Lessee from time to time throughout the term of this Lease to apply for exemption of the Trolley
Parking Facilities from assessment and taxation. All such taxes, franchises, excises, licenses and
permit fees, and other governmental levies and charges shall herein be referred to as "Impositions",
and any of the same shall herein be referred to as an Imposition. Any Imposition relating to a fiscal
period of the taxing authority, a part of which period is included within the Term of this Lease and
a part of which is included in a period of time before the Effective Date or after the expiration of the
Term of this Lease, shall (whether or not such Imposition shall be assessed, levied, confirmed,
imposed upon, or becomie a lien upon the Parcels or the Improvements thereon, or shall become
payable, during the Term of this Lease) be adjusted between Board and Lessee, and Lessee shall pay
that portion of such Imposition relating to that part of such fiscal period occurring before the
expiration of the Term of this Lease, and Board shall pay the remainder thereof, if any.

2. [§ 605] Payment of Impositiohs in Installments

If, by law, any Imposition may at the option of the payer be paid in installments
(whether or not interest shall accrue on the unpaid balance of such Imposition), Lessee may exercise
the option to pay the same (and any accrued interest on the unpaid balance of such Imposition) in
installments and, in such event, shall pay such installments as may become due during the Term of
this Lease as the same become due and before any fine, penalty, further interest or cost may be added
thereto; provided, however, that the amount of any installments of any such Imposition which will
be the responsibility of Lessee pursuant to Section 603 above, and which are to become due and
payable after the expiration of the Term of this Lease, shall be deposited with Board for such
payment on or before the date which is sixty (60) days prior to the date of such expiration; it being
understood that installments payable for the period subsequent to the expiration of the Lease are not
the responsibility of Lessee as provided in Section 603.

3. [§ 606] Board Right to Cure
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Subject to the provisions of Section 608, if Lessee, in violation of the provisions of
this Lease, shall fail to pay and to discharge any Imposition, Board may (but shall not be obligated
to) pay or discharge it, and the amount paid by Board and the amount of all costs, expenses, interest
and penalties connected therewith, including attorneys' fees, together with interest at an annual rate
which is the lesser of three percent (3%) over the prime rate published in the western edition of the
Wall Street Journal on the date payment is made by Board, or the highest annual rate which may
lawfully be charged and collected under applicable law, from the date payment is made by Board,
shall be deemed to be and shall be payable by Lessee as additional Rent and shall be paid to Board
by Lessee on demand.

4. 1§ 607] Tax Receipts

Lessee shall furnish to Board, on or before the date when any Imposition would
become delinquent, official receipts of the appropriate taxing authority or other evidence satisfactory
to Board evidencing payment thereof.

5. [§ 608] Limits of Tax Liability

The provisions of this Lease shall not be deemed to require Lessee to pay municipal,
county, state or federal income or gross receipts or excess profits taxes assessed against Board, or
municipal, county, state or federal capital levy, estate, succession, inheritance, gift, or transfer taxes
of Board, or corporation franchise taxes imposed upon any corporate owner of the fee of the Parcels;
except, however, that Lessee shall pay all taxes assessed by any governmental authority upon the
value of the Lessee's possessory interest in the Parcels and the Improvements thereon or by virtue
of any operation by Lessee conducted on or out of the Parcels and the Improvements. It is agreed
that in the event the State of California or any taxing authority thereunder changes or modifies the
system of taxing real estate so as to tax the rental income from real estate in lieu of or in substitution
(in whole or in part) for the real estate taxes and so as to impose a liability upon Board for the
amount of such tax, then Lessee shall be liable under this Lease for the payment of the taxes so
imposed during the Term of this Lease, including any renewal thereof, to the same extent as though
the alternative tax was a tax upon the value of the Parcels and the Improvements.

6. [§ 609] Permitted Contests

Lessee shall have the right to contest the validity or the amount in part or in full, of
any Imposition which it is obligated to pay under the provisions of this Lease. Lessee agrees that
all such proceedings shall be commenced within the period allowed by law after any contested item
is imposed and shall be prosecuted to final adjudication with reasonable dispatch. Nothing herein
shall be construed to limit or prevent Board from opposing any such contest which may be instituted
by Lessee hereunder.

Lessee shall give Board prompt notice in writing of any such contest at least twenty
(20) Business Days before any delinquency occurs if Lessee intends to withhold payment of the
Imposition pending determination of the contest or at least twenty (20) Business Days before
institution of any contest if Lessee intends to contest such Imposition subsequent to payment thereof,
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Lessee may only exercise its right to contest an Imposition hereunder while withholding payment
thereof if (1) the subject legal proceedings shall operate to prevent the collection of the Imposition
so contested, or the sale of the Parcels, the Improvements, or any part thereof, to satisfy the same,
or (ii) if Lessee shall, prior to the date such Imposition is due and payable, have given such
reasonable security as may be required by Board from time to time in order to insure the payment
of such Imposition to prevent any sale, foreclosure or forfeiture of the Parcels, the Improvements,
or any part thereof, by reason of such nonpayment. In the event of any such contest and the final
determination thereof adversely to Lessee, Lessee shall, before any further fine, interest, penalty or
cost may be added thereto for nonpayment thereof, pay fully and discharge the amounts involved in
or affected by such contest, together with any penalties, fines, interest, costs and expenses that may
have accrued thereon or that may result from any such contest by Lessee and, after such payment and
discharge by Lessee, Board will promptly return to Lessee such security as Board shall have received
in connection with such contest.

Any such proceedings to contest the validity or amount of any Imposition or to
recover any Imposition paid by Lessee shall be prosecuted by Lessee at Lessee's sole cost and
expense; and Lessee shall indemnify, protect, defend and hold harmless Board against any and all
claims, losses, liabilities, damages, costs or expenses of any kind, including, but not limited to,
reasonable attorneys' fees and expenses, which may be imposed upon or incurred by Board in
connection therewith.

7. [§ 610] Notice of Possessory Interest; Payment of Taxes and
Assessments on Value of Entire Property

In accordance with Califonia REVENUE AND TAXATION CODE §107.6(a), Board states
that by entering into this Lease, a possessory interest subject to property taxes may be created.
Lessee or any other party in whom the possessory interest is vested may be subject to the payment
of property taxes levied on such interest.

Without limiting the foregoing, in the event the Parcels or the Improvements thereon,
or any possessory interest therein, should at any time be subject to ad valorem taxes or assessments
levied, assessed or imposed on such property, Lessee shall pay taxes and assessments upon the
assessed value of the entire property, and not merely upon the assessed value of its leasehold interest.

D. [§ 611] Other Liens

Lessee shall not, directly or indirectly, create or permit to be created or to remain, and will
promptly discharge, at its expense, any mortgage, lien, encumbrance or charge on or pledge of the
Parcels, the Improvements or any part thereof, or Lessee's interest therein, or the Base Rent, Overage
Rent, supplemental Rent or other sums payable by Lessee under this Lease, (including, but not
limited to, the liens of mechanics, laborers, materialmen, suppliers or vendors for work or materials
alleged to be done or furnished in connection with the Parcels, the Improvements, and any other
improvements thereon), other than any Permitted Mortgage as is permitted pursuant to Section 900
et seq., and other than liens or encumbrances created by Board in accordance with Section 109,
Lessee shall notify Board promptly of any lien or encumbrance which has been created on or
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attached to the Parcels or the Improvements, or to Lessee's leasehold estate therein, whether by act
of Lessee or otherwise, but other than such liens or encumbrances created by Board, and Lessee shall
remove, or shall have removed, any lien, encumbrance, levy or attachment made on the Parcels, or
any portion thereof, or shall assure the satisfaction thereof within a reasonable time. Nothing herein
contained shall be deemed to prohibit Lessee from contesting in good faith the validity or amounts
of any tax, assessment, encumbrance or lien, nor to limit the remedies available to Lessee with
respect thereto, provided such contest does not subject the Parcels, or any portion thereof, to
forfeiture or sale and Lessee posts a bond or other security in form and amount reasonably acceptable
to the Board. The existence of any mechanic's, laborer's, materialmen's, supplier's or vendor's lien,
or any right in respect thereof, shall not constitute a violation of this Section if payment is not yet
due upon the contract or for the goods or services in respect of which any such lien has arisen.

Board shall not, directly or indirectly, create or permit to be created or to remain, and will
promptly discharge, at its expense, any mortgage, lien, encumbrance, charge or pledge of the
Premises, which is or may be superior to Lessee's interest therein or the nonpayment of which would
impair Lessee's rights therein, except as expressly required or permitted by Section 109 above.

VII.  [§ 700] OWNERSHIP OF AND RESPONSIBILITY FOR IMPROVEMENTS
AND PERSONAL PROPERTY
A. [§ 701] Ownership During Term

1. [§ 702] Improvements

All Improvements constructed on the Parcels by Lessee as permitted or required by
this Lease shall, during the Term of this Lease, be and remain the property of Lessee, and Board shall
not have title thereto; provided, however, that, except as otherwise provided in this Lease with
respect to Damage and Destruction (Section 708), Eminent Domain (Section 1100) and Alterations
(Section 707), Lessee shall have no right to waste, destroy, demolish or remove the Improvements;
and provided further that Lessee's rights and powers with respect to the Improvements are subject
to the terms and limitations of this Lease.

For purposes of this Lease, the Improvements shall include (without limitation) all
of those building components, furnishings, fixtures and equipment necessary for operation of the
basic building systems and parking facilities, such as, but not limited to, chillers, boilers, plumbing,
sanitary fixtures and central air-cooling systems, security systems, electrical distribution systems,
telephone, computer, fiber optic, and other cable systems that are affixed to the Parcels or
Improvements so as to result in damage to the Improvements (not repaired by Lessee), or impairment
of the use of the Improvements, upon removal thereof. Board and Lessee covenant for themselves
and all persons claiming under or through them that the Improvements are real property.

2. [§ 703] Personal Property

All personal property located on the Parcels shall remain the property of Lessee, and
Board shall not have title thereto. Personal property shall include all furnishings, fixtures and
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equipment which are not affixed to the Parcels or the Improvements thereon so as to result in damage
to the Improvements, or impairment of the use of the Improvements, upon removal thereof,

B. [§ 704] Ownership at Termination

Lessee shall not be required or permitted to remove the Improvements at the expiration or
sooner termination of the Term of this Lease. Lessee shall remove the personal property at the
expiration or sooner termination of the Term of this Lease. Any personal property owned by Lessee
and not removed by Lessee within thirty (30) days after expiration or sooner termination of the
Lease, shall, at the election of Board, and without compensation to Lessee: (i) become Board's
property, free and clear of all claims to or against them by Lessee or any third person, firm or entity;
(i1) be disposed of or destroyed by Board; or (iii) at Lessee's cost and expense, be placed in storage
on behalf of Lessee, for such time as Board shall deem appropriate or until reclaimed by Lessee,
whichever is sooner. Upon termination of this Lease, whether by expiration of the Term or
otherwise, the Improvements on the Parcels shall, without compensation to Lessee, then become
Board's property, free and clear of all claims to or against them by Lessee or any third person, firm
or entity. Notwithstanding anything in this Section 704 to the contrary, Lessee shall have no right
to remove any Improvements, and Board shall not have the right to remove the same and shall not
acquire title thereto, if Board enters into a new lease pursuant to Section 902. Lessee shall
indemnify, defend, protect and hold harmless Board from and against any and all liability, loss,
damage, cost or expense (including attorneys' fees and court costs) arising from any claims with
respect to the ownership or any interest in the Improvements (except claims arising due to Board's
actions) or from Board's exercise of the rights conferred by this Section 704.

C. [§ 705] Maintenance and Repair of Improvements

1. Lessee's Maintenance of Improvements. Subject to the provisions of this
Lease concerning condemnation, alterations, damage and destruction, Lessee agrees to maintain or
cause to be maintained in good order, repair and operation the Parcels and the Improvements,
including all furnishings, fixtures and equipment of Lessee thereon or therein throughout the Term
of this Lease without expense to Board, and to perform or cause to be performed all repairs and
replacements necessary to maintain and preserve the Parcels and the Improvements, including
furnishings, fixtures and equipment of Lessee , in a decent, safe and sanitary condition, in
compliance with applicable laws, and equal in value, quality and use to the condition of the
Improvements, including furnishings, fixtures and equipment of Lessee, as originally constructed
or installed, reasonable wear and tear excepted; and Board shall not be obli gated to make any repairs,
replacements or renewals of any kind, nature or description whatsoever to the Project. Lessee hereby
expressly waives all right to make repairs at Board’s expense under Sections 1941 and 1942 of the
California CiviL CODE, as either or both may from time to time be amended, replace or restated.
Any subsidence of soil or soil condition causing damage or destruction to the Parcels or the
Improvements shall be treated as a casualty in accordance with Sections 708 and 709. All
landscaping required to be planted as part of the Project shall be maintained in a healthy condition.
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2. Maintenance and Repair of Trolley Parking Facilities.

(a) Subject to the provisions of this Lease concerning condemnation,
damage and destruction, Lessee agrees to maintain (or cause to be maintained) the Trolley Parking
Facilities in good order and repair throughout the Term of the Lease, and to perform or cause to be
performed all repairs and replacements necessary to maintain and preserve the Trolley Parking
Facilities in a decent, safe and sanitary condition, in compliance with applicable laws, and at least
equivalent in value, quality and use to the condition of the Trolley Parking Facilities, as originally
constructed or installed, reasonable wear and tear excepted.

(b) Lessee's obligations under Section 705(2)(a) shall include the
structural elements of the Trolley Parking Facilities (including, without limitation, the foundation,
slab, columns, beams and parking decks (above) (the "Structural Elements of the Trolley Parking
Facilities"), all fire sprinkler systems and any other shared building systems (the "Shared Building
Systems"), and any repairs to or replacements of portions of the Trolley Parking Facilities that are
the result of defects in the design or construction of the Trolley Parking Facilities ("Construction
Defects").

© Board hereby grants to the Lessee, and the Lessee's agents and
employees, a license to enter the Trolley Parking Facilities at all reasonable times for the purpose
of maintaining, repairing and replacing the Trolley Parking Facilities. Such entry shall be at the sole
risk and expense of the Lessee and the Lessee shall defend, indemnify and hold the Board harmless
from all damages, liabilities, claims, costs and expenses resulting from Lessee's entering onto the
Trolley Parking Facilities, except to the extent caused by the sole negligence or wilful misconduct
of the Board or its officers, employees agents, trolley patrons and Parking Licensees.

(d) Notwithstanding Section 705(2)(a) above, the Board may elect by
delivery of not less than sixty (60) days prior written notice to Lessee, to assume and take over the
maintenance and repair of the Trolley Parking Facilities (other than Structural Elements of the
Trolley Parking Facilities, Shared Building Systems, and Construction Defects, which shall all
remain the responsibility of Lessee) as of the date specified in such written notice, in which case the
Board shall cause the Trolley Parking Facilities (other than Structural Elements of the Trolley
Parking Facilities, Shared Building Systems, and any Construction Defects) to be maintained and
repaired to such standards as the Board may determine in its sole discretion from time to time, at its
sole cost and expense, from and after the date specified in such notice.

3. Costs of Maintenance of Trolley Parking Facilities.

(a) Except as provided in Section 705(3)(b) below, Lessee shall be
entitled to deduct from its annual payment of Overage Rent (i) the actual expenses incurred by
Lessee to repair, replace and maintain the Trolley Parking Facilities in the condition required by
Section 705(2)(a) above for the previous calendar year, less (ii) the sum of One Thousand Six
Hundred Twenty Dollars ($1,620) "Adjusted for Inflation" (as defined below). This shall be the only
offset or deduction from Rent allowed under this Lease for any purpose whatsoever.
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b) Lessee shall be responsible for all costs and expenses of the
maintenance, repair and replacement of: (i) the Structural Elements of the Trolley Parking Facilities;
(i1) all Shared Building Systems; and (iii) any Construction Defects, and no such expenses may be
deducted from Overage Rent. However, the actual expenses incurred by the Lessee to repair damage
to the Structural Portions of the Trolley Parking Facilities or Shared Building Systems caused by the
Board, its officers, employees, agents or trolley patrons, licensees or other parties authorized by the
Board to use the Trolley Parking Facilities shall be paid by the Board to the Lessee within thirty (30)
days following presentation of written demand and reasonable supporting documentation.

©) Within ninety (90) days after the end of each calendar year, Lessee
shall provide the Board with a certified statement, together with supporting paid invoices and paid
receipts and other materials setting forth the actual expenses paid by it for the maintenance of the
Trolley Parking Facilities. Lessee shall maintain separate books and records with respect to the these
expenses, and the Board shall have the right to review and examine or to audit such separate books
and records in accordance with the standards set forth in Section 308 above.

4. Maintenance and Repair of Access Road

After issuance of the Certificate of Compliance for the Project, Board shall throughout the
Term of the Lease and at the sole cost and expense of the Board maintain or cause to be maintained
in good order and repair the Access Road and shall perform or cause to be performed all repairs and
replacements necessary to maintain and preserve the Access Road in a decent, safe and sanitary
condition, in compliance with applicable laws; provided, however, that Lessee shall throughout the
Term of the Lease and at the sole cost and expense of Lessee maintain or cause to be maintained in
good order and repair any storm water control or water quality protection devices (including without
limitation those currently referred to as "post-construction best management practices") required by
the City or other governmental agency to be installed in or adjacent to the Access Road as a
condition of approval or operation of the Project.

5. Security. The Board shall provide such security services for the Trolley
Station, and the Trolley Parking Facilities as the Board may from time to time provide at the Board's
other trolley stations; provided, however, that it is expressly understood that such security services
shall be for the sole benefit of the Board, its employees and trolley patrons and not for Lessee, its
investors, lenders, tenants, or the occupants and visitors of the Project. If the Board's interest in this
Lease is transferred separately from the Trolley Station, the new lessor under this Lease shall have
no obligation to provide security for the Trolley Station or the Trolley Parking Facilities. Lessee and
its tenants shall provide security for the Project at least comparable to that customarily provided for
similar mixed-use developments; provided however, that it is expressly understood that such security
services shall be for the sole benefit of the Lessee, its employees and tenants, and not for the Board
or for trolley patrons or parking licensees.

D. [§ 706] Waste

Lessee shall not commit or suffer to be committed any voluntary or permissive waste of the
Parcels or the Improvements, or any part thereof.
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Lessee agrees to keep or cause to be kept the Parcels and the Improvements clean and clear
of refuse and obstructions and to promptly dispose of all garbage, trash and rubbish.

E. [§ 707] Additional Construction, Alterations and Repairs

1. General Construction Standards

All additional construction after the issuance of the Certificate of Compliance,
alteration or repair work permitted herein shall be accomplished expeditiously and diligently. Lessee
shall pay (or cause to be paid) all costs and expenses associated therewith. Lessee shall take all
reasonably necessary measures to minimize any damage, disruption or inconvenience caused by such
work and make adequate provision for the safety and convenience of all persons affected thereby.
Lessee shall repair, at its own cost and expense, any and all damage caused by such work and shall
restore the area upon which such work is performed to a condition which is equal to or better than
the condition which existed prior to the beginning of such work. Dust, noise and other effects of
such work shall be controlled using the best accepted methods customarily utilized in order to
control such deleterious effects associated with construction projects in a populated or developed
area.

2. Board's Approval of Plans

Board's rights of approval with respect to any construction work undertaken prior to
Board's issuance of the Certificate of Compliance shall be governed by the provisions of Section 400
et seq. Following completion of the construction of the Project pursuant to this Lease and issuance
of said Certificate of Compliance, any construction or remodeling undertaken by Lessee on the
Parcels or the Improvements shall be governed by the following:

(a) Lessee shall have the right, following issuance of said Certificate of
Compliance, without Board's consent (but subject to all other provisions of this Lease), to undertake
any construction, reconstruction or alterations of the Project which will not (a) change the use of the
Project to a non-permitted use; (b) materially reduce the value of the Improvements; (c) adversely
affect the Trolley Parking Facilities, the Access Road or the Trolley Station; or (d) materially change
the pre-existing location, design, hei ght, bulk, architecture or exterior appearance (exclusive of color)
of the Improvements on the Parcels. Without limiting the generality of the foregoing, any
construction, reconstruction or alteration which would create an exterior building facade not
conforming with the elements of the original construction for the Project shall be deemed "material"
for the purposes of this Section.

(b) If Lessee at any time following issuance of said Certificate of
Compliance desires to undertake any construction, reconstruction or remodeling on the Project which
is not exempt from Board's approval as provided in Subsection (a) above (a "Material Alteration"),
Lessee shall, prior to commencement of the Material Alteration, prepare or cause to be prepared, at
its sole expense, and submit to Board for its review and written approval, preliminary plans for the
Material Alteration showing, without limitation, scaled elevations, scaled floor plans, design
concepts, dimensions, material selection, colors, signing (if any) and such additional information as

MTDB Fuirfield Grossmont
leuse. 7apr06.wpd 3 8 4/7/106

C-44



is reasonably necessary for Board to make an informed decision on such submission. Board shall
approve or disapprove such submitted preliminary plans within thirty (30) days of receipt of
complete preliminary plans meeting the requirements of this Subsection, and such approval shall be
in the reasonable discretion of Board. Failure of Board to specify any objection to such preliminary
plans or make a proposal that would add to or change the preliminary plans within such 30-day
period shall be deemed to be an approval. If the preliminary plans are approved by Board, Lessee
shall prepare or cause to be prepared, at its sole cost and expense, and submit to Board for its review
and written approval final plans and specifications developed from the approved preliminary plans,
which approval shall not be withheld, provided that the final plans and specifications are in
conformity with the approved preliminary plans and are in compliance with existing building codes
and other laws, regulations and ordinances. Board shall approve or disapprove the final plans and
specifications within thirty (30) days of receipt of complete final plans and specifications. Failure
of Board to specify any objection to such final plans and specifications or make a proposal that
would add to or change the final plans and specifications within such 30-day period shall be deemed
an approval.

(©) Each document submitted for Board's review pursuant to Subsection
(b) above shall contain a cover page prominently listing the date mailed, the required return date and
astatement to the effect that the document will be deemed approved by Board pursuant to Subsection
(b) unless written objection thereto is given within the time period herein specified.

(d) No material changes to the approved plans and specifications for a
Material Alteration shall be made without the prior written approval of Board, which approval shall
not be unreasonably withheld or delayed.

3, Use of Plans

Any contracts entered into after the Effective Date of Lease for a Material Alteration
with any architect, other design professional or any general contractor shall provide, in form and
substance reasonably satisfactory to Board, for the assignment thereof to Board as security to Board
for Lessee's performance hereunder, and Board shall be furnished with any such agreement, together
with the further agreement of the parties thereto, that if this Lease is terminated due to Lessee's
default, Board may use any plans and specifications to which Lessee is then entitled pursuant to any
such contract without payment of any further sums to any party thereto. Board's rights to said
contracts and plans shall be subordinate to those of a Permitted Mortgagee.

4, Compliance With Construction Documents and Laws; Issuance of
Permits

All improvements on the Parcels shall be constructed in strict compliance with any
construction documents approved by Board under this Lease and also in strict compliance with all
applicable local, state and federal laws and regulations. Lessee shall have the sole responsibility for
obtaining all necessary permits and shall make application for such permits, directly to the person
or governmental agency having jurisdiction.
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5. Construction Safeguards

Lessee shall erect and properly maintain at all times, as required by the conditions and
the progress of work performed by Lessee, all necessary safeguards for the protection of workers and
the public.

6. Conditions to Commencement of Material Alteration

In no event shall Lessee commence any Material Alteration on the Parcels until the
following conditions have been satisfied or waived by Board, in addition to other conditions and
requirements imposed by this Lease:

(a) Board has approved Lessee's final plans and specifications for the
Material Alteration;

(b) Lessee has obtained financing and equity capital necessary for the full
payment of construction of the Material Alteration, together with any required operating capital;

(c) Lessee has obtained building permits and all other governmental
approvals necessary for the construction of the Material Alteration; and

(d) Lessee has entered into complete and binding contracts with its
contractor or contractors for the construction of the Material Alteration, which contracts have been

approved by Board.

Lessee shall promptly provide the Board with such evidence as the Board may
reasonably request that such conditions have been satisfied.

7. Board's Cooperation

Board shall cooperate with and assist Lessee in every reasonable way in Lessee's
efforts to obtain all governmental consents, approvals, permits or variances which may be required
for the performance of any construction permitted under the terms of this Lease. Such cooperation
shall include, without limitation, Board's joinder in any application for any such consent, approval,
permit or variance where joinder therein by the owner of the Parcels is required by law, but such
cooperation shall not require Board to incur any costs in connection therewith.

8. Rights of Access

Representatives of Board shall have the reasonable right of access to the Parcels and
any improvements thereon without charges or fees, at normal construction hours during the period
of construction of any Material Alteration, for the purposes of ascertaining compliance with the
terms of this Lease, including, but not limited to, the inspection of the construction work being
performed, provided that such representatives shall be those who are so identified in writing by
Board, shall be accompanied by Lessee's representatives if Lessee so desires, and shall comply with
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Lessee's contractor's reasonable rules for the construction site. Board shall indemnify Lessee and
hold it harmless from any damage to the extent caused by the gross negligence or willful misconduct
of Board or any representatives of Board during any inspection pursuant to this Subsection.

9. Notice of Completion

Upon completion of any construction, Lessee shall file or cause to be filed in the
Official Records of the County of San Diego a Notice of Completion (the ""Notice of Completion')
with respect to the improvements, and Lessee shall deliver to Board, at no cost to Board, two (2) sets
of the final as-built plans and specifications of the Material Alteration.

10. Protection of Board

Nothing in this Lease shall be construed as constituting the consent of Board,
expressed or implied, to the performance of any labor or the furnishing of any materials or any
specific improvements, alterations of or repairs to the Parcels or the Improvements thereon, or any
part thereof, by any contractor, subcontractor, laborer or materialman, nor as giving Lessee or any
other person any right, power or authority to act as agent of or to contract for, or permit the rendering
of, any services or the furnishing of any materials in such manner as would give rise to the filing of
mechanics' liens or other claims against the fee of the Parcels or the Improvements thereon. Board
shall have the right at all reasonable times to post, and keep posted, on the Parcels or the
Improvements any notices which Board may deem necessary for the protection of Board and of the
Parcels and the Improvements thereon from mechanics' liens or other claims. In addition, but subject
to Section 609 hereof, Lessee shall make, or cause to be made, prompt payment of all monies due
and legally owing to all persons doing any work or furnishing any materials or supplies to Lessee or
any of its contractors or subcontractors in connection with the Parcels and the Improvements thereon.

F. [§ 708] Damage or Destruction

Lessee agrees to give notice to Board of any fire or other damage that may occur on the
Parcels or the Improvements where the repair costs are estimated to exceed Two Million Dollars
($2,000,000) as "Adjusted for Inflation" for the prior Lease Year, such notice to be given within
ten (10) days of such fire or damage. Subject to the provisions of Section 709, if the Improvements
shall be damaged or destroyed by any casualty (i) where the cost of restoration will not exceed fifty
percent (50%) of the full insurable value of the Improvements as defined in Section 1003; and (ii)
which is required to be insured against by the terms of this Lease or is actually insured against; and
(iii) where the net insurance proceeds (as defined below) actually available to Lessee for restoration
or rebuilding are sufficient to restore the Improvements, then Lessee agrees to make full repair of
said damage and to restore the Improvements to the condition which existed prior to said damage
with such alterations or changes thereto as are required by then current building codes or are
approved by Board, provided that Board shall not unreasonably withhold or delay such approval.
If Board's approval is so required, Lessee shall submit plans and specifications related thereto for
Board's reasonable approval. If the Improvements shall be damaged or destroyed by any casualty
where the cost of restoration will exceed the amount referred to in clause (i) above or where the
casualty is not required to be insured against by the terms of this Lease and is not actually insured
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against or where the net insurance proceeds actually available to Lessee for restoration are
insufficient to restore the Improvements, Lessee shall have the election to (x) restore the
Improvements in the same manner as provided above; or (y) if the damage or destruction is by reason
of an uninsured casualty, place the remaining Improvements in a clean, attractive, safe condition
(which shall include, without limitation, the demolition and removal from the Parcels of any portion
of the Improvements which are not to be restored) and in compliance with all applicable laws and
regulations and continue the Lease in effect without abatement or reduction of Rent payable under
the Lease; or (z) terminate this Lease (unless termination is prohibited by Lessee's Permitted
Mortgagee). Lessee shall deliver written notice to the Board no later than thirty (30) days following
the settlement of the insurance proceeds but in any event within eighty (80) days from the damage
notifying the Board of Lessee's election of the alternative described in clause (x), (y) or (z) in the
preceding sentence. If Lessee fails to timely deliver to Board written notice of Lessee's election, then
Lessee shall be presumed to have elected to continue the Lease and restore the Improvements to the
extent of available insurance proceeds. If Lessee elects to terminate, Lessee shall comply with all
of the following conditions:

1. Lessee shall pay to Board all Base Rent, prorated to the date of such
termination, together with all Overage Rent payable to that same date, and any and all supplemental
Rent and other sums then owed under this Lease to Board.

2. The net insurance proceeds shall be disbursed and applied as set forth in
Section 1006.

3. Lessee shall deliver possession of the Parcels and remaining Improvements
to Board and shall quitclaim to Board all right, title and interest in the Parcels and the remaining
Improvements, if any.

Asused herein, the term "'net insurance proceeds" means the gross insurance proceeds paid
by an insurer to Lessee for loss or damage to the Improvements on the Parcels less any and all
reasonable costs and expenses (including, but not limited to, reasonable attorneys' fees) incurred by
Lessee to recover said proceeds. Lessee agrees promptly to commence and prosecute to completion
the settlement of insurance proceeds with respect to any event of damage or destruction of the
Improvements.

Lessee agrees that preliminary steps toward performing repairs, restoration or replacement
of the Improvements or portions thereof shall be commenced by Lessee within forty-five (45) days
after settlement of insurance proceeds, but in any event within one hundred eighty (180) days after
the event causing such damage or destruction and the required repairs, restoration or replacement
shall be completed within a reasonable time thereafter.

Lessee agrees that, notwithstanding any other provision of this Lease, upon any event of
damage or destruction to the Improvements, Lessee shall at its sole cost and expense (whether or not
insurance proceeds are available therefor and whether or not Lessee terminates or intends to
terminate this Lease but subject to reimbursement from insurance proceeds if and when available)
immediately take such actions and undertake and complete such work as is necessary to assure the
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safe condition of the damaged Improvements pending the ultimate disposition of the Improvements.
In any instance where Lessee may elect to terminate this Lease rather than restore the Improvements
pursuant to this Section 708 (or 709 below), if Lessee does not terminate this Lease, Lessee shall
either restore the Improvements pursuant to subsection (x) of the applicable Section or place the
remaining Improvements in a clean, attractive, safe condition pursuant to subsection (y) of the
applicable Section, consistent with Lessee's election pursuant to this Section 708 or Section 709
below.

G. [§ 709] Damage or Destruction During Final Years of Term

Notwithstanding Section 708 to the contrary, in the event of major damage or destruction (as
defined in this Section) to the Improvements during the last seven (7) years of the Term of this
Lease as the same may be extended as provided herein, Lessee shall have the election to (x) restore
the Improvements as provided in Section 708, (y) if the damage or destruction is by reason of an
uninsured casualty, place the remaining Improvements in a clean, attractive, safe condition (which
shall include, without limitation, the demolition and removal from the Parcels of any portion of the
Improvements which are not to be restored) and in compliance with all applicable laws and
regulations and continue the Lease in effect without abatement or reduction in Rent; or (z) or to
terminate this Lease (unless termination is prohibited by Lessee's Permitted Mortgagee) provided
Lessee complies with all of the following conditions:

l. Lessee shall give Board notice of termination as a result of such damage or
destruction within forty-five (45) days after settlement of insurance proceeds, but in any event within
one hundred eighty (180) days after the event causing such damage or destruction.

2. Lessee shall pay to Board all Base Rent, pro-rated to the date of such
termination, together with all Overage Rent payable to that same date, and any and all supplemental
Rent and other sums then owed under this Lease to Board.

3. The net insurance proceeds shall be disbursed and applied as set forth in
Section 1006.

4. Lessee shall deliver possession of the Parcels and remaining Improvements
to Board and shall quitclaim to Board all right, title and interest in the Parcels and the remaining
Improvements, if any. '

Major damage or destruction to the Improvements, as used in this Section, means such
damage or destruction that the cost of restoration will exceed twenty-five percent (25%) of the full
insurable value of the Improvements (as defined in Section 1003), which percentage amount shall
be reduced monthly on a pro rata basis over the above-referenced seven (7) year period. For
example, if the damage occurs three (3) years prior to the end of the Term, major damage or
destruction shall mean the cost of restoration in excess of ten and seven tenths percent (10.7 %) of
the full insurable value of the Improvements.

H. [§ 710] Liens; Indemnification
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Lessee agrees to hold Board and the Parcels, the Access Road and Improvements free and
harmless, and indemnify Board against, all claims, liabilities, liens, damages, costs and expenses,
for labor and materials in connection with all construction, repairs or alterations on the Parcels, the
Access Road or the Improvements and the cost of defending against such claims, including
reasonable attorneys' fees. Board shall have the right to post and maintain on the Parcels, the Access
Road and the Improvements any notices of non-responsibility provided for under applicable law.

L [§ 711] Environmental Requirements

1. Lessee shall not, without the Board's prior written consent, use, store,
generate, dispose or otherwise allow any "Hazardous Substances" (as defined below) in, on, under
or around the Parcels, the Access Road or the Improvements; provided, however, that the Board shall
not unreasonably withhold its consent to Lessee’s use and storage of Hazardous Substances which
are reasonably necessary in connection with the construction, operation, maintenance or repair of the
Project, such as reasonable and customary quantities of cleaners, pool chemicals, and fuel in vehicles
used on the Parcels and the Access Road, products which are commonly and legally sold by retail
stores, and materials commonly and legally used in construction materials for projects like the
Project.

2. Lessee shall comply with all rules, laws and regulations relating to Hazardous
Substances which Lessee uses, stores or allows in, on, or about the Parcels, the Access Road or the
Improvements.

3. Lessee shall not cause the unlawful release, deposit, discharge or disposal of
any Hazardous Substances in, on, under or around the Parcels, the Access Road or the
Improvements.

4. Lessee shall not permit the unlawful release, deposit, discharge or disposal
of any Hazardous Substances in, on, or under the Parcels, the Access Road or the Improvements by
its subtenants or any other residents or users of the Project or their respective invitees, agents,
employees or contractors.

5. No above ground or underground storage tanks shall be installed on the
Parcels without Board's prior express written approval, which may be withheld in the Board’s sole
and absolute discretion.

6. Lessee shall be responsible for posting on the Parcels and the Improvements
(including the Trolley Parking Facilities) any signs required by any state, federal or local law,
 including, without limitation, Section 25249.6 of the California HEALTH AND SAFETY CODE and
regulations promulgated pursuant thereto, but not including any such signs as may uniquely required
for public parking in the Trolley Parking Facilities and not required for the balance of the Project.
Lessee shall also complete and file any business response plans or inventories required by any state,
federal or local law, including, without limitation, Chapter 695 of the California HEALTH AND
SAFETY CODE and regulations promulgated pursuant thereto. Lessee shall concurrently file a copy
of any such business response plan or inventory with Board.
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7. Lessee shall promptly notify Board of any release of Hazardous Substances
in, on, under or about the Parcels, the Access Road or the Improvements of which Lessee obtains
knowledge, and of the receipt of any pertinent notices or communications from any governmental
authority. Lessee shall promptly remove any vehicles or equipment which may cause contamination
in, on, under or about the Parcels, the Access Road or the Improvements, and shall clean up any
resulting contamination.

8. Lessee shall indemnify, defend, protect and hold harmless the Board and its
officers, employees, and agents from any claims, liabilities, losses, injuries, damage, costs or
expenses (including without limitation, attorneys' fees and the cost of any cleanup, testing,
remediation, removal or disposal of Hazardous Substances) relating to or arising out of any
Hazardous Substances released, deposited, discharged or disposed in, on, under or around the
Parcels, the Access Road or the Improvements, or any part thereof, by Lessee, its tenants, or their
contractors, employees, agents or assigns or arising as a result of a violation of the provisions of this
Section 711. The obligations of this Subsection 7 shall survive the expiration or earlier termination
of this Lease.

9. Lessee hereby releases the Board and its officers and employees from any
claims, liability, injury, damage, costs or expenses (including without limitation, attorneys' fees and
the cost of any cleanup, testing, remediation, removal or disposal of Hazardous Substances) relating
to or arising out of any Hazardous Substances released, deposited, discharged or disposed onto,
under or around the Parcels, the Access Road or the Improvements, excepting only any Hazardous
Substance released, deposited, discharged or disposed onto, under or around the Parcels, the Access
Road or the Improvements solely by Board or its officers or employees after the Effective Date. The
obligations of this paragraph shall survive the expiration or termination of this Lease.

Lessee agrees as to the matters released to waive the benefits of Section 1542
of the CiviL CoDE of the State of California, which provides as follows:

"A general release does not extend to claims which the creditor does
not know or suspect to exist in his favor at the time of executing the
release, which if known by him must have materially affected his
settlement with the debtor."

Lessee's Initials Board's Initials
The obligations of this Subsection shall survive the expiration or earlier termination of this Lease.

10. The term "Hazardous Substances", when used in this Lease, shall mean any
hazardous waste or hazardous substance as defined in any federal, state, or local statute, ordinance,
rule, or regulation applicable to the property, including, without limitation, the Comprehensive
Environmental Response, Compensation, and Liability Act of 1980 (Title 42 UNITED STATES CODE
9601-9662), the Resource Conservation and Recovery Act (Title 42 UNITED STATES CODE
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6901-6992k), the Carpenter-Presley-Tanner Hazardous Substance Account Act (California HEALTH
AND SAFETY CODE 25300-25395), and the Hazardous Waste Control Law (California HEALTH AND
SAFETY CODE 25100-25250.25). "Hazardous Substances" shall also include asbestos or asbestos-
containing materials, radon gas, petroleum or petroleum fractions, whether or not defined as a
hazardous waste or hazardous substance in any such statute, ordinance, rule, or regulation.

VIIL.  [§ 800] ASSIGNMENT, SUBLETTING, TRANSFER

A. [§ 801] Definitions
1. ""Material Entity Interest Transfer" means any direct or indirect transfer

of or creation of any ownership interest in Lessee (or of any owner of an interest in Lessee) or change
in proportion thereof, however described, by any method or means (other than such transfers or
changes occasioned by the death or incapacity of any individual) which would (1) result in the change
of a general partner, manager, controlling member or controlling shareholder of Lessee; or (ii)
otherwise result in a change in the control of Lessee.

2. "Lease Interest Transfer" means any direct or indirect total or partial
sublease (other than an "Operating Sublease", as hereafter defined), assignment, sale, conveyance,
or transfer in any other mode or form by Lessee of any rights or interest in the Lease, the Project, the
Parcels or the Improvements, however described, by any method or means (other than such changes
occasioned by the death or incapacity of any individual).

3. "Operating Sublease" means a sublease of this Lease to a party actually
intending to occupy a residential or commercial unit on the Premises.

4. "Transfer" means a Lease Interest Transfer or a Material Entity Interest
Transfer.

5. "Transferee" shall mean the recipient of a Lease Interest Transfer or a
Material Entity Interest Transfer.

B. [§ 802] Conditions for Transfer

1. Transfers Limited

(a) Lessee shall not be entitled to make and shall not permit any Transfer
except to the extent allowed and in accordance with the terms and provisions in this Section 803.

(b) Lessee shall not make or permit any Lease Interest Transfer without
the prior written approval of Board, which approval shall not be unreasonably withheld or delayed
if (i) the proposed assignee, sublessee, conveyee or transferee (collectively, "Transferee") or its
management has sufficient experience in the development, operation and management of residential
apartment projects comparable to the Project (or other use approved by the Board pursuant to
Section 502), and (ii) the proposed Transferee is financially qualified to perform all the agreements,
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undertakings, and covenants of this Lease and all other agreements entered into by Lessee which
relate to the development, management, operation, maintenance, and restoration of the Parcels and
of the Improvements.

(©) Lessee shall not, without the prior written approval of Board, make
or permit Material Entity Interest Transfer. The Board's approval of a Material Entity Interest
Transfer shall not be unreasonably withheld or delayed if (iii) the proposed Transferee or its
management has sufficient experience in the development, operation and management of residential
apartment projects comparable to the Project (or other use approved by the Board pursuant to
Section 502), (iv) after such transfer the Lessee would be financially qualified and to perform all
the agreements, undertakings, and covenants of this Lease and all other agreements entered into by
Lessee which relate to the development, management, operation, maintenance, and restoration of the
Parcels and of the Improvements, and (v) the ownership structure resulting from the Entity Interest
Transfer (including that of its constituent members, partners or shareholders) occurring prior to a
"Participation Event" (as defined in Section 803(i) below) is not so complex or otherwise structured
in a way as to circumvent or make the provisions of this Article VIII unreasonably difficult or
burdensome to administer or enforce. Lessee shall have the right to make a Material Entity Interest
transfer that results in the change in the manager of Lessee from Manager to CalSTRS or to a new
manager designated by CalSTRS, with the prior written approval of the Board, which approval shall
not be unreasonably withheld. [objective standard for deemed approval of new manager to be
added]

@) Lessee shall promptly notify Board of any and all changes whatsoever
in the identity of the parties in ownership or control of Lessee or the degree thereof, of which it (or
any of its partners, members, shareholders, or any of their officers or employees) have been notified
or otherwise have knowledge or information. Any entity formation agreements and documents (or
changes therein) related to a Transfer, as well as the agreements and documents effectuating any
Transfer, shall be subject to the approval of Board in connection with its approval of the Transfer.
For purposes of administering the restrictions on Transfer, Lessee shall provide the Board with an
annual certification, in such form and with such content as the Board may reasonably require, of all
direct and indirect ownership interests in Lessee.

(e) To assist Board in determining whether or not the proposed Transferee
is so qualified, Lessee shall furnish to Board at no expense to Board, prior to that Transfer, detailed
and complete financial statements of the proposed Transferee, prepared by a certified public
accountant reasonably satisfactory to Board, together with detailed and complete information about
the business of the proposed Transferee, including its experience in operating residential apartment
projects, the use to be made of the Parcels and the Improvements by the proposed Transferee,
projections by the proposed Transferee of the sources of funds to be used to pay any indebtedness
that the proposed Transferee will assume or take subject to, or agree to pay, in connection with the
Transfer, and other claims on and requirements for those funds, together with any other information
Board may reasonably require to assist Board in determining whether or not the proposed Transferee
is so qualified. To the greatest extent permitted by law, if Lessee provides Board with any
proprietary financial information relating to a proposed Transferee, Board shall not, without Lessee's
prior written consent, disclose or make any such financial information available to the public.
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® No later than twenty (20) Business Days following receipt by the
Board of Lessee's written request for approval of a Transfer and the applicable information on such
Transferee listed in Section 802(i)(e) above, the Board shall notify Lessee, in writing, that either (a)
the Board approves the Transferee; or (b) the Board disapproves the Transferee and stating the
Board's reasons for disapproval of the Transferee. Ifthe Board fails to respond to Lessee within such
twenty (20) Business Day period, the Board shall be deemed to have approved such Transfer.

(2) No Lease Interest Transfer shall be effective unless such Transferee
agrees with Lessor in writing to assume the rights and obligations thereby transferred and to keep
and perform all covenants, conditions and provisions of this Lease which are applicable to the rights
acquired.

(h) Subject to (i) Lessee's right to enter into Operating Subleases for the
sublease of residential units and retail space within the Improvements as expressly provided in this
Section 803; and (ii) the right to request the Lease to be divided into two leases, one covering the
East Parcel and one covering the West Parcel as provided in Section 804 below, Lessee shall only
Transfer Lessee's entire interest in the Premises and the Improvements as a whole and shall not
subdivide the Premises or the Improvements for the duration of the Lease without the prior written
approval of Board, which Board may grant or withhold in its sole discretion; partial Transfers of
direct interests in this Lease, the Premises or the Improvements shall not be permitted. Any Transfer
made contrary to the terms of this Section shall be null and void.

2. Grant of Easements. In addition, Board shall not unreasonably withhold
approval of any easements to facilitate the operation of the Parcels or the Improvements consistent
with the terms of this Lease. Board agrees that Lessee may grant such access, utility and other
casements as are reasonably necessary to develop and operate the Project, and Board agrees to
provide its written consent to such easements and to subject Board’s fee interest thereto if required
by the easement holder. Board further agrees to subject Board's fee interest thereto if required by
the easement holder so long as: (a) the easement would not interfere with the use of the Trolley
Station, the Trolley Parking Facilities or the Access Road, and (b) any potential costs, liabilities or
affirmative obligations imposed by such easement which would extend beyond the Term of the Lease
are approved by the Board in its sole discretion. Lessee hereby agrees to assume for the Term of the
Lease and agrees to indemnify, protect,.defend and hold the Board harmless from and against any
costs, liabilities or affirmative obligations imposed by any such easement during the Term of the
Lease. '

3, Exception for Permitted Mortgages

The limitations on Transfer contained in this Section 803 shall not be deemed to
apply to or prevent, nor shall Board's approval be required under this Section in connection with the
granting of any security interest or Permitted Mortgage expressly described in this Lease (it being
understood that the granting of a Permitted Mortgage shall not be considered a Transfer pursuant to
this Section 803, but shall be governed solely by the provisions of Section 900), nor the exercise by
any Permitted Mortgagee of its right to foreclose its Permitted Mortgage by power of sale or judicial
foreclosure or to acquire Lessee’s leasehold interest by deed in lieu thereof; nor any Transfer of this
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Lease by a Permitted Mortgagee having acquired Lessee's interest in this Lease as a result of its -

rights under the Permitted Mortgage or under Section 900, or by any owner of the leasehold estate
whose interest shall have been acquired by, through or under any Permitted Mortgage or shall have
been derived immediately from any holder thereof, as provided in Section 901. Provided, however,
that the limitations on Transfer contained in this Section 802 shall apply to any Permitted Mortgagee
which acquires its interest in the Parcels or Improvements other than by the exercise of its rights
pursuant to the Permitted Mortgage or deed in lieu of foreclosure.

4. Exception for Operating Subleases

The limitations on Transfer contained in this Section 803 shall not be deemed to
apply to any Operating Sublease, and in connection therewith the approval of Board shall not be
required, provided the following provisions are complied with:

(a) The term of any Operating Sublease shall not extend more than twelve
(12) months in the case of a residential lease and in no event beyond the Term of this Lease;

b) Any and all subleases shall be subject and subordinate to this Lease,
and any amendments hereto. Lessee’s form of sublease shall be subject to Board approval, which
shall not be unreasonably withheld.

(© Each sublease shall contain provisions, in form and content
satisfactory to Board:

(D in the case of a non-residential sublease, requiring the sublessee
to execute and deliver upon demand, without charge therefor, such instruments in recordable form
evidencing subordination of the sublease to this Lease as may be required by Board;

) providing that, in the event of termination of the Lease for any
reason, including, without limitation, a voluntary surrender by Lessee, or in the event of any re-entry
or repossession of the premises by Board may, at its option, either (i) terminate the sublease or (ii)
take over all of the right, title and interest of Lessee under the sublease, and sublessee's right of
possession pursuant to the terms of the sublease shall not be disturbed, but nevertheless requiring
that sublessee will in writing attorn to Board. The agreement of attornment shall provide, among
other things, that (iii) Board shall not be (A) responsible to the sublessee under the sublease except
for obligations accruing subsequent to the date of such attornment, (B) liable for any previous act
or omission of Lessee under the sublease, (C) subject to any defense or offset previously accrued in
favor of the sublessee against Lessee, (D) bound by any previous modification of the sublease made
without Board's written consent, (E) be bound for any previous prepayment by Sublessee of more
than one month's rent or any security deposits of sublessee except those actually received by Board,
and (iv) the sublessee, in the event of the termination of this Lease, at Board's election will enter into
anew lease with Board on the same terms and conditions as the existing sublease and for the balance
of the term thereof:
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3) disclosing the proximity of the Trolley Station and Trolley
Parking, requiring the subtenant assume the risk and annoyances of living near such activities and
uses and waiving all claims against the Board and its officers and employees arising out of the
Trolley Station and Trolley Parking; and

4) clearly prohibiting parking in the Trolley Parking Facilities and
Outdoor Parking Spaces.

(d) The Board agrees to enter into an agreement of recognition and
non-disturbance ("Non-Disturbance Agreement") on a commercially reasonable form with the
sublessee under each retail Operating Sublease that requires Lessee to deliver such a
Non-Disturbance Agreement as a condition to entering into the retail Operating Sublease, so long
as the Operating Sublease (a) satisfies the requirements of this Section 802; and (b) is on
commercially reasonable terms and conditions. Lessee shall submit to the Board a copy of the
proposed form of retail Operating Sublease and Non-Disturbance Agreement and reasonable
documentation supporting the qualification of the Operating Sublease under clauses (a) and (b) of
the preceding sentence, along with Lessee's request to the Board to enter into the Non-Disturbance
Agreement (collectively, the "Recognition Request"). The Board shall enter into each
Non-Disturbance Agreement within fifteen (15) Business Days following receipt from Lessee of a
complete Recognition Request, or respond in writing within such fifteen (15) Business Day period
with any changes to the form of Non-Disturbance Agreement required for the Board's approval and
execution.

(e) Lessee shall, promptly after written request from Board (but not more
frequently than quarterly), provide written notice to Board of the name and mailing address of all
sublessees and shall, on demand, permit Board to examine and copy each of the Operating Subleases.

(H Lessee shall not accept, directly or indirectly, more than one month's
prepaid rent from any sublessee; provided that such restriction shall not apply to cleaning, security
or other deposits customarily collected by landlords of residential properties and retail properties,
as applicable.

C. [§ 803] Additional Rent Payable on Certain Transfers

[Fairfield's proposal, which is under consideration and has not been approved, Sfollows:]

1. Payment of Share of Manager's Net Gain.

Lessee shall pay to Board, as supplemental Rent, in readily available funds, an amount equal
to twenty percent (20%) of the "Net Gain", if any, realized by the original Manager of Lessee, FF
California Housing Fund LLC, a Delaware limited liability company, by reason of the Participation
Event (the "Participation Amount"). The term "Participation Event" shall mean either (a) a Lease
Interest Transfer; or (b) an Entity Interest Transfer involving a direct or indirect transfer or creation
of any ownership interest in Manager which results in the reduction or elimination of Manager's
interest in the Fund and/or the Project, (other than transfers or changes among Related Entities of
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Manager or occasioned by the death or incapacity of any individual). In the event of a Lease
Interest Transfer, the Participation Amount shall be payable by Lessee to the Board within not more
than five (5) Business Days following the date or dates that Manager is first entitled to receive
disbursements from the Fund which represent all or a part of Manager's Net Gain. In the event of
an Entity Interest Transfer, the Participation Amount shall be payable by Lessee to the Board
substantially concurrently with the Transfer of Manager's interest in the Fund. Any obligation of
the Lessee to pay to Board a Participation Amount or any other amount by reason of a Transfer
shall terminate and be of no further force or effect upon the conveyance by Manager of all direct
and indirect interests of Manager or its Related Entities in the Fund (other than a residual interest
retained by Manager in the Fund, not 1o exceed 1%, if the Project is identified as a Core Project
under the Fund Operating Agreement and the Fund redeems or CalSTRS or its designee acquires
the balance of Manager's interest in the Fund), or upon a Lease Interest T ransfer resulting in the
assignment by the originally named Lessee of all of its interest in the Lease and the Premises to a
Transferee in which neither Manager nor a Related Entity to Manager holds a direct or indirect
interest.

2. Determination of Manager's Net Gain.

The term Manager's "Net Gain" means the amount by which "Proceeds from Sale" exceed
the sum of (a) "Manager's Basis"; and (b) $5,000,000.00. The highlighted terms set forth in the
preceding sentence shall have the following meanings:

(a) The term "Proceeds from Sale" means: (i) in the event of a Lease
Interest Transfer, the amount which Manager is entitled to receive Jrom the Fund under the
Operating Agreement of the Fund (the "Fund Operating Agreement") as a result of the sale of all
or any portion of the Project by Lessee, based on Manager's membership interest in Fund (and not
by reason of services provided by Manager or its Related Entities to Fund or Lessee which are
contemplated in and authorized by the Operating Agreement for the Fund) but shall include any
Proceeds from Sale which are required by the Fund Operating Agreement to be withheld Sfrom
Manager pending determination of the success of other projects in which the Fund is then invested:
and/or (ii) in the event of an Entity Interest Transfer, the total amount of money paid and the value
of any other consideration received by Manager, including without limitation the payoff, release or
assumption of any indebtedness upon redemption, sale or other transfer of all or any portion of
Manager's membership interest in Fund,

b) "Manager's Basis" means an amount equal to the sum of the
following:

(1) the amount of capital contributed by Manager to Fund in
connection with the Project that has not been returned to Manager at the time of the Participation
Event ("Unreturned Contributed Capital”); plus '

(2) an amount equal to interest on the Unreturned Contributed

Capital at ten (10%) per annum, compounded quarterly (the "Preferred Return ") plus
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and records of the Manager; (c) such review is conducted not later than thirty (30) days following
delivery by the Board of the written notice of its intent to cause a designated Qualified Auditor to
review; and (d) such review is conducted at the sole expense of the Board unless the Qualified
Auditor determines an error in the Statement of Participation Amount consisting of an
understatement of the Participation Amount by more than 4%. In the event the review by the
Qualified Auditor determines an overstatement or understatement of the Participation Amount from
an Entity Interest Transfer, then the Lessee, in the event of an understatement, or the Board, in the
event of an overstatement shall make the payment required to be made to the other party to reconcile
the payment of the corrected Participation Amount to the amount so determined on audit.

D. [§ 804] Separate Ground Leases for East Parcel and West Parcel

1. Following issuance of the Certificate of Completion, provided that no Event
of Default exists, Lessee shall have the right and option, by written notice to the Board, to request
that the Lease be separated into two ground leases, one for the East Parcel and one for the West
Parcel (each a "Parcel Ground Lease" and collectively, the "Parcel Ground Leases". The Board
agrees not to unreasonably withhold its approval of Lessee's request to divide this Ground Lease into
the Parcel Ground Leases following issuance of the Certificate of Compliance, so long as (a) the
legal fees and costs reasonably incurred by the Board to review and advise the Board on the
replacement Parcel Ground Leases are reimbursed by the Lessee to the Board; and (b) the present
value of the additional administrative costs reasonably anticipated by the Board to be incurred to
administer two ground leases instead of one ground lease over the balance of the Term of the Lease
is determined by the Board and paid by the Lessee to the Board upon the effective date of the
separation of the Ground Lease into the two (2) Parcel Ground Leases.

2. Each of the Parcel Ground Leases shall be in the same form as this Lease,
except for the following:

(a) Lessee shall be named as the lessee in each Parcel Ground Lease
unless and until a Transferee has been identified by Lessee and approved by the Board for each
Parcel Ground Lease.

b) The term "Parcels" as used in this Lease shall be changed to "Parcel,"
and the term "Parcel" shall be defined as the East Parcel or the West Parcel, as applicable;

© The Base Rent payable under each of the Parcel Ground Leases shall
be allocated between the East Parcel and the West Parcel based on
[Fairfield to suggest split based on mutually agreed pro-forma income].

(d) The due date for each installment of Rent shall be the same under each
Parcel Ground Lease and each accounting period provided for under the Ground Lease shall cover
the same period under each Parcel Ground Lease; and

(e) The number of parking spaces which must be maintained by the Lessee
under each Parcel Ground Lease as a part of the Trolley Parking Facilities, shall be the number of
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parking spaces actually located within the Trolley Parking Facilities located on the Parcel covered
by the Ground Lease, provided that in no event will aggregate trolley parking spaces under the Parcel
Ground Leases be less than 600 parking spaces.

There shall be no other changes to the terms of the Lease without the approval of both the Lessee
and the Board. The Lessee shall prepare and present the proposed form of each Parcel Ground Lease
concurrently with its written request to Board to enter into the Parcel Ground Leases in place of this
Lease and each shall be black-lined to show how the Parcel Ground Lease varies in form and content
from this Lease.

E. [§ 805] Payment to Board for Processing Transfer

All reasonable costs incurred by Board to determine whether or not to approve or otherwise
process any proposed Transfer shall be paid by Lessee. With respect to each Transfer, Lessee shall
deliver a retainer to Board in the sum of Ten Thousand Dollars ($10,000) as Adjusted for Inflation,
prior to commencement of any action by Board, to be applied to the payment of Board's costs. There
shall be no charge for the Board's General Counsel's time, but other Board staff time shall be charged
under Board's full cost recovery program. The costs of Board for consultants or legal services
required for considering or otherwise processing such Transfer shall be the actual sums billed to
Board for such consulting or legal services. All such costs in excess of Ten Thousand Dollars
($10,000) as Adjusted for Inflation shall be paid within ten (10) days after delivery to Lessee of
reasonable supporting documentation and written request therefor by Board. No approval by the
Board shall be effective until all such costs are paid in full. the Board shall deliver to Lessee
reasonable supporting documentation for its use of the retainer not later than forty-five(45) days after
the outside date for the Board to respond to Lessee's request for approval of a Transfer. If such costs
incurred by Board with respect to a Transfer equal less than Ten Thousand Dollars ($10,000) as
Adjusted for Inflation, the balance shall be refunded promptly following the consummation of such
Transfer. This Section 806 shall not apply to entity interest transfer which is not a Material Entity
Interest Transfer

F. [§ 806] Mediation-Arbitration

1. IN THE EVENT OF ANY DISPUTE ARISING OUT OF OR RELATING
TO THIS ARTICLE VIII, OR THE BREACH THEREOF, THE PARTIES AGREE FIRST TO TRY
IN GOOD FAITH TO SETTLE THE DISPUTE BY MEDIATION UNDER THE COMMERCIAL
MEDIATION RULES OF THE AMERICAN ARBITRATION ASSOCIATION, BEFORE
RESORTING TO ARBITRATION. ANY CONTROVERSY OR CLAIM ARISING OUT OF OR
RELATING TO THIS ARTICLE VIII, OR BREACH THEREOF THAT IS NOT FULLY AND
FINALLY RESOLVED BY MEDIATION WITHIN 90 DAYS FROM DELIVERY FROM EITHER
PARTY OF A REQUEST TO MEDIATE SHALL, AT THE WRITTEN REQUEST OF EITHER
PARTY,BESETTLED BY ARBITRATION IN SAN DIEGO, CALIFORNIA, IN ACCORDANCE
WITH THE COMMERCIAL ARBITRATION RULES OF THE AMERICAN ARBITRATION
ASSOCIATION, AND JUDGMENT UPON THE AWARD RENDERED BY THE
ARBITRATOR(S)MAY BE ENTERED IN ANY COURT HAVING JURISDICTION THEREOF.
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2. ALL STATUTES OF LIMITATIONS WHICH WOULD OTHERWISE BE
APPLICABLE SHALL APPLY TO ANY MEDIATION OR ARBITRATION PROCEEDING
UNDER THIS SECTION 805. JUDGMENT UPON THE AWARD RENDERED MAY BE
ENTERED IN ANY COURT HAVING JURISDICTION AND SHALL BE FINAL AND
BINDING.

3. NO PROVISION OF, NOR THE EXERCISE OF ANY RIGHTS UNDER
THIS SECTION 805 SHALL LIMIT THE RIGHT OF ANY PARTY TO OBTAIN PROVISIONAL
OR ANCILLARY REMEDIES SUCH AS INJUNCTIVE RELIEF, FROM A COURT HAVING
JURISDICTION BEFORE, DURING, OR AFTER THE PENDENCY OF ANY ARBITRATION.
THE INSTITUTION AND MAINTENANCE OF AN ACTION FOR JUDICIAL RELIEF OR
PURSUIT OF PROVISIONAL OR ANCILLARY REMEDIES SHALL NOT CONSTITUTE A
WAIVER OF THE RIGHT OF ANY PARTY, INCLUDING THE PLAINTIFF, TO SUBMIT THE
DISPUTE TO ARBITRATION.

4. WHENEVER AN ARBITRATION IS REQUIRED, THE ARBITRATOR OR
REFEREE SHALL BE SELECTED IN ACCORDANCE WITH THIS SECTION 80__. WITHIN
TEN (10) DAYS AFTER WRITTEN NOTICE OF ANY DISPUTE IS GIVEN TO THE OTHER
PARTY, THE PARTIES' SHALL ATTEMPT TO AGREE ON A MUTUALLY ACCEPTABLE
ARBITRATOR. INTHE EVENT THE PARTIES ARE UNABLE TO SO AGREE WITHIN SUCH
TEN (10) DAY PERIOD, THE ARBITRATOR OR REFEREE SHALL BE SELECTED IN
ACCORDANCE WITH THE COMMERCIAL ARBITRATION RULES OF THE AMERICAN
ARBITRATION ASSOCIATION. THE DISPUTED MATTER SHALL BE HEARD BY THE
ARBITRATOR OR REFEREE SO APPOINTED NO LATER THAN THIRTY (30) DAYS AFTER
SUCH APPOINTMENT. ARBITRATORS SHALL APPLY CALIFORNIA LAW AND BE
BOUND BY PRECEDENT AND STATUTORY RULES AS THOUGH THEY WERE JUDGES
SITTING IN A CALIFORNIA COURT. STATEMENTS OF ARBITRATION AWARDS SHALL
BE IN WRITING. THE PARTIES SHALL BE ENTITLED IN ANY ARBITRATION
HEREUNDER, TO SUCH RIGHTS OF DISCOVERY AS DETERMINED BY THE
ARBITRATOR.

5. IN THE EVENT OF ANY DISPUTE GOVERNED BY THIS SECTION,
EACH OF THE PARTIES SHALL PAY ALL OF ITS OWN EXPENSES, AND, SUBJECT TO
THE AWARD OF THE ARBITRATOR, SHALL PAY AN EQUAL SHARE OF THE
MEDIATOR'S, THE ARBITRATORS' OR THE REFEREES'FEES. THE ARBITRATOR SHALL
HAVE THE POWER TO AWARD RECOVERY OF ALL COSTS AND FEES (INCLUDING
ATTORNEYS'FEES, ADMINISTRATIVE FEES, ARBITRATORS' FEES, AND COURT COSTS)
TO THE PREVAILING PARTY.

NOTICE: BY INITIALING IN THE SPACE BELOW YOU ARE AGREEING TO HAVE
ANY DISPUTE ARISING OUT OF THE MATTERS INCLUDED IN THE "ARBITRATION OF
DISPUTES" PROVISION DECIDED BY NEUTRAL ARBITRATION AS PROVIDED BY
CALIFORNIA LAW AND YOU ARE GIVING UP ANY RIGHTS YOU MIGHT POSSESS TO
HAVE THE DISPUTE LITIGATED IN A COURT OR JURY TRIAL. BY INITIALING IN THE
SPACE BELOW YOU ARE GIVING UP YOUR JUDICIAL RIGHTS TO DISCOVERY AND
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APPEAL, UNLESS THOSE RIGHTS ARE SPECIFICALLY INCLUDED IN THE
"ARBITRATION OF DISPUTES" PROVISION. IF YOU REFUSE TO SUBMIT TO
ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE COMPELLED TO
ARBITRATE UNDER THE AUTHORITY OF THE CALIFORNIA CODE OF CIVIL
PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION PROVISION IS
VOLUNTARILY.

WEHAVE READ AND UNDERSTAND THE FOREGOING AND AGREE TO SUBMIT
DISPUTES ARISING OUT OF THE MATTERS INCLUDED IN THE "ARBITRATION OF
DISPUTES" PROVISION TO NEUTRAL ARBITRATION.

Board's Initials Lessee's Initials
IX. [§ 900] MORTGAGES
A [§ 901] Permitted Mortgages

Lessee shall have the right, at any time and from time to time during the Term of this Lease,
to mortgage, pledge, deed in trust, assign rents, issues and profits or collaterally assign its interest
in this Lease and the Premises (and the subleases, Improvements, Trade Equipment and personal
property), and to assign or pledge assignment of the same, as security for a debt for the construction,
interim or permanent financing of the Project. Lessee shall duly perform and observe all of its
obligations under any such financing documents. The holder of any such mortgage, pledge or other
encumbrance, and the beneficiary of any such deed of trust or assignment shall be a "Permitted
Mortgagee" and the mortgage, pledge, deed of trust, assignment or other instrument shall be a
"Permitted Mortgage", upon and subject to each and all of the following terms and conditions:

1. A Permitted Mortgage shall contain a principal amount not exceeding eighty-
five percent (85%) of the fair market value of the Lessee’s interests under this Lease and the
Premises, including the subleases, Improvements, Trade Equipment and personal property. The fair
market value of Lessee’s interests under this Lease shall be determined by an appraisal conducted
onbehalfofthe Permitted Mortgagee by a disinterested real estate appraiser having the qualifications
for appraisers required by law and the Permitted Mortgagee's underwriting criteria. The appraisal
shall be delivered to the Board not later than the effective date of the Permitted Mortgage.

2. A Permitted Mortgage shall cover all of Lessee's interest in the Lease, and the
Premises, and may encumber the subleases, Improvements, the Trade Equipment, the personal
property on the Premises, and the rents, issues and profits therefrom, and shall cover no interest in
any other property or secure any obligations not directly related to the construction or permanent
 financing of the Project (the foregoing is not intended to preclude the use of letters of credit or other
security enhancements so long as such security enhancements secure no other obligations).
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3. In no event shall any Permitted Mortgage apply to, or encumber in any way
whatsoever, (a) the Board's fee title to the Parcels or (b) any Base Rent, Overage Rent, any
supplemental Rent, and any and all other sums payable hereunder to or on behalf of Board.

4. No such Permitted Mortgage shall be binding upon Board in the enforcement
of its rights and remedies herein and by law provided, unless and until a certified copy of the original
thereof bearing the date and book and page of recordation thereof and a certified copy of the original
note secured by such Permitted Mortgage has been delivered to Board together with written notice
of the address of the Permitted Mortgagee to which notices may be sent; and in the event of an
assignment of such Permitted Mortgage, such assignment shall not be binding upon Board unless
and until a certified copy thereof bearing the date and book and page of recordation together with
written notice of the address of the assignee thereof to which notices may be sent, have been
delivered to Board. [compromise language suggested by lender under consideration]

5. More than one Permitted Mortgage may be outstanding at any one time in
connection with this Lease as long as the aggregate principal amount outstanding on all mortgages,
deeds of trust, assignments and other liens on Lessee's interests (whether on not Permitted
Mortgages) does not exceed eighty-five percent (85%) of the fair market value of the Lessee’s
interests under this Lease and the Premises, including the subleases, Improvements, Trade
Equipment and personal property. In the event of any dispute among multiple Permitted Mortgagees,
the Board shall have the right in all cases to respond only to the Permitted Mortgagee whose interest
is most senior (as determined by any major national title company selected by the Board). Any
conflicting instructions, requests or demands from a junior Permitted Mortgagee shall, at the Board's
option, be null and void and of no force or effect.

6. No Permitted Mortgage shall secure any non-monetary obligations which are
not directly related to the Project or the financial condition of Lessee and any guarantors of Lessee's
obligation under the Permitted Mortgage.

7. Although the Board has consented to the recording of the AHA Deed of Trust
against Lessee's leasehold interest in the Premises, the Agency shall not be a Permitted Mortgagee
and the AHA Deed of Trust shall not be a Permitted Mortgage.

8. A Permitted Mortgage shall contain provisions permitting the disposition and
application of the insurance proceeds and condemnation awards in the manner provided in this
Lease.

9. A Permitted Mortgage is to be originated only by a lender with net worth,
lending experience, underwriting practices reasonably acceptable to the Board [awaiting further
information from Lessee on a proposed alternative objective standard] who is duly licensed or
registered with any regulatory agency having jurisdiction over its operation, and is not under any
order or judgment of any court or administrative agency restricting or impairing its operation as a
lender, and which is regularly engaged in real estate lending.
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10.  All rights acquired by said Permitted Mortgagee under said Permitted
Mortgage shall be subject to each and all of the covenants, conditions and restrictions set forth in this
Lease, and to all rights of Board thereunder, none of which covenants, conditions and restrictions
is or shall be waived by Board by reason of the giving of such Permitted Mortgage. Notwithstanding
any foreclosure of any such Permitted Mortgage, Lessee shall remain liable for the payment of the
Base Rent, Overage Rent and supplemental Rent reserved in this Lease and the performance of all
of the terms, covenants and conditions of this Lease which by the terms hereof are to be carried out
and performed by Lessee.

11.  The Permitted Mortgage (or agreement between the Board and the Permitted
Mortgagee concerning a Permitted Mortgage) shall provide that the Permitted Mortgagee shall by
registered or certified mail give notice to Board of the occurrence of any event of default under the
Permitted Mortgage; provided, however, that the failure to do so shall have no adverse effect on the
Permitted Mortgagee.

12. Lessee shall not enter into any Permitted Mortgage as permitted hereunder (or
any extension, modification, change or amendment to any previous ly approved Permitted Mortgage)
that would result in the Permitted Mortgage no longer meeting the standards listed above in this
Section 901, without the prior written approval of Board. Board shall not unreasonably withhold
its approval if such Permitted Mortgage (or modification thereof, if applicable) complies with each
and all of the terms and conditions referred to in paragraphs 1 through 9, inclusive, of this Section
901, and is otherwise consistent with this Lease. Board agrees to approve or disapprove a proposed
Permitted Mortgage (or modification thereof, if applicable) within fifteen (15) Business Days, and
within the time, if any, provided for such approval in the Permitted Mortgage loan documents
(provided that such documents allow Board a reasonable time to review the loan documents). In the
event Board disapproves a matter, Board shall provide its objections in writing to Lessee, indicating
the reason for its disapproval. Any approval by Board shall extend only to the documents and matters
actually submitted to Board for review and approval. Once Board has approved a matter, Board shall
not subsequently disapprove the same matter, but approval by Board of one matter shall not be
construed to be approval of any other matter not specifically approved by Board.

All costs incurred by Board to determine whether or not to approve or to otherwise provide
assistance to Lessee as may be reasonably necessary to close any proposed Permitted Mortgage shall
be paid by Lessee. The determination of such costs, the procedure for payment thereof, and all other
terms and conditions related thereto shall be as set forth in Section 804 for a Transfer, and Lessee
shall comply with Section 804 as applicable to any Permitted Mortgage in like manner as to a
Transfer. This paragraph shall not apply to the initial construction and permanent financing for the
Project.

Notwithstanding anything in this Lease to the contrary, if Lessee encumbers its leasehold
estate by way of a Permitted Mortgage as permitted herein, and should Board be advised in writing
of the name and address of the Permitted Mortgagee as provided above, then this Lease shall not be
terminated or canceled on account of any breach or default by Lessee in the performance of the
terms, covenants or conditions hereof until Board shall have complied with the provisions of
Section 902 as to the Permitted Mortgagee's right to cure and to obtain a new lease.
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B. [§ 902] Rights and Obligations of Permitted Mortgagees

If Lessee, or Lessee's.successors or assigns, shall mortgage the leasehold interest herein
demised in accordance with Section 901, then, as long as any such Permitted Mortgage shall remain
unsatisfied of record, the following provisions shall apply:

1. Board will not accept a cancellation or surrender of, or modify, this Lease
without the prior consent in writing of the Permitted Mortgagee. Board's right to terminate this Lease
shall be subject to the rights of the Permitted Mortgagee as more specifically described in this Lease.

2. If a Permitted Mortgagee shall register with Board its name and address in
writing, no notice of any default by Board to Lessee shall be deemed to have been duly given unless
and until a copy thereof has been mailed to the Permitted Mortgagee by registered or certified mail
at the address registered with Board.

3. In the event Lessee shall be in default hereunder, the Permitted Mortgagee
shall, within the period and otherwise as herein provided, have the right (but not the obligation) to
remedy such default, or cause the same to be remedied, and Board shall accept such performance by
or at the instigation of such Permitted Mortgagee as if the same had been done by Lessee. The
Permitted Mortgagee shall have thirty (30) days after the expiration of any applicable cure period
given to Lessee upon notice to Lessee to remedy the default or cause the same to be remedied. Such
additional thirty (30) day period shall be extended if the default is other than the payment of money
and such that it is not practicable to cure within such thirty (30) day period, if the Permitted
Mortgagee commences such cure within said thirty (30) day period and diligently prosecutes such
cure to completion. For purposes of the preceding sentence, when and to the extent permitted by
law, the commencement of judicial or non-judicial foreclosure proceedings by the Permitted
Mortgagee shall be deemed the commencement of a cure. Lessee hereby constitutes and appoints the
Permitted Mortgagee Lessee's agent and attorney in fact with full power, in Lessee's name, place and
stead, and at Lessee's cost and expense, to enter upon the Parcels and the Improvements, and perform
all acts required to be performed herein or in any sublease made hereunder by Lessee.

4. While any such Permitted Mortgage remains unsatisfied of record, and an
event or events shall occur which shall entitle Board to terminate this Lease, and if before the
expiration of thirty (30) days after the date of service of notice of termination under this Lease such
Permitted Mortgagee shall have paid to Board all Base Rent, Overage Rent, supplemental Rent and
other payments herein provided for then in default, and shall have complied or shall be engaged in
complying with all other requirements of this Lease, if any, then in default, and with which such
Permitted Mortgagee is capable of complying, Board shall not be entitled to terminate this Lease and
any notice of termination theretofore given shall be void and of no effect.

5. In the event of the termination of this Lease prior to the natural expiration of
the then current Term of this Lease for any reason, Board shall mail by registered or certified mail
to the Permitted Mortgagee written notice of such termination, together with a statement of any and
all sums which would at that time be due under this Lease then known to Board. Such Permitted
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Mortgagee shall thereupon have the option to obtain a new lease in accordance with and upon the
following terms and conditions:

(a) Upon the written request of the Permitted Mortgagee within sixty (60)
days after service of the aforementioned notice of termination, Board shall (i) enter into a new lease
of the Parcels and the Improvements with such Permitted Mortgagee, or its designee, as provided
in clause (b) of this subparagraph 5, and (ii) execute a quitclaim deed in favor of the Permitted
Mortgagee with respect to the Improvements; it being understood that the Permitted Mortgagee shall
hold title to the Improvements subject to the terms of the new lease referred to above.

(b) Such new lease shall be effective as of the date of termination this
Lease and shall be for the remainder of the Term of this Lease, at the Base Rent, Overage Rent, and
supplemental Rent and upon the agreements, terms, covenants and conditions thereof. Any suchnew
lease entered into with the Permitted Mortgagee shall have the same priority as this Lease and shall
be prior to any lien or encumbrance on the fee interest. Concurrent with or before the execution of
such new lease, the lessee named therein shall pay any and all sums which would at the time of the
execution thereof be due under this Lease but for the termination as aforesaid, and shall fully
otherwise remedy any existing defaults under this Lease which are reasonably susceptible of cure
by such new lessee, and shall pay all expenses, including but not limited to, reasonable attorneys'
fees, court costs and disbursements incurred by Board in connection with such defaults and
termination, the recovery of possession of the Premises and the preparation, execution and delivery
of such new lease; with respect to any default which cannot be cured by such lessee until it obtains
possession, such lessee shall have a reasonable time after it obtains possession to cure such default.

© The provisions of this Subsection shall survive the termination,
rejection or disaffirmance of this Lease and shall continue in full force and effect thereafter to the
same extent as if this Subsection were a separate and independent contract made by the Board,
Lessee and such Permitted Mortgagee and, from the effective date of such termination, rejection or
disaffirmance of this Lease to the date of execution and delivery of such new lease, such Permitted
Mortgagee may use and enjoy the Premises without hindrance by Lessor or any person claiming by,
through or under the Board.

Notwithstanding the foregoing, this Section 902(5) shall not apply to a termination
of the Lease due to the breach or default of a Permitted Mortgagee or any owner of the leasehold
estate whose interest shall have been acquired by, through or under any Permitted Mortgage or shall
have been derived immediately from any holder thereof.

6. If Board elects to terminate this Lease pursuant to any right of termination
resulting from Lessee's being in default of any provision of this Lease, then any Permitted
Mortgagee, in addition to all other rights herein granted such Permitted Mortgagee, shall have the
right to be subrogated to any and all rights of Lessee with respect to curing of any default and shall
also have the right to postpone and extend the specified date for termination of this Lease fixed by
Board in a notice given pursuant to applicable provisions of this Lease, for a period of not more than
six (6) months (subject to extension as provided below), provided such Permitted Mortgagee shall:

MTDB Fairfield Grossmont
lease. 7apr06.wpd 6 0 4/7/06

C-66



(a) concurrent with or before the Permitted Mortgagee gives Board notice
of its exercise of the right to postpone or extend the specified date for termination of this Lease, cure
all defaults which may be cured by the payment of a sum of money and undertake to cure any other
existing default of Lessee, excepting the vacation or dismissal of any pending bankruptcy,
insolvency, reorganization, arrangement, composition, readjustment, liquidation, dissolution or
similar relief under the then applicable bankruptcy act or other similar federal and state statutes or
laws or other default not capable of being cured by the Permitted Mortgagee;

) continue to pay the Base Rent, Overage Rent, supplemental Rent, and
all other sums payable hereunder to or on behalf of Board, and perform all other obligations of
Lessee that are required pursuant to this Lease, during any extension period(s); and

(c) promptly thereafter initiate steps to acquire Lessee's interest in this
Lease by foreclosure of its mortgage or otherwise.

Such right shall be exercised by the Permitted Mortgagee giving Board notice of the
exercise of the same prior to the time of termination fixed in Board's notice of termination. If, before
the date specified for the termination of this Lease as extended by such Permitted Mortgagee, (1) the
Permitted Mortgagee shall have obtained possession, and if (2) an assumption in writing of
performance and observance of covenants and conditions herein contained on Lessee's part to be
performed shall be delivered to Board by the Permitted Mortgagee, then and in such event the default
under this Lease shall be removed and the Lease shall not be canceled. If the Permitted Mortgagee
is unable, after due diligence, to acquire Lessee's interest in this Lease within the first six (6) month
extension period, the Permitted Mortgagee may obtain an additional six (6) month extension upon
notice to Board prior to the expiration of the initial six (6) month extension.

7. Any payment to be made or action to be taken by a Permitted Mortgagee
hereunder as a prerequisite to obtaining a new lease or keeping this Lease in effect shall be deemed
properly to have been made or taken by the Permitted Mortgagee if such payment is made or action
taken by a permitted nominee, agent or assignee of the right of such Permitted Mortgagee.

8. The parties hereto shall give the Permitted Mortgagee notice of any
condemnation proceedings affecting the Parcels or the Improvements. The Permitted Mortgagee
shall have the right to intervene and be made a party to any such condemnation proceedings and the
parties hereto do hereby consent that the Permitted Mortgagee may be made such party or intervenor.

9. No Permitted Mortgagee nor any owner of the leasehold estate whose interest
shall have been acquired by, through or under any Permitted Mortgage or shall have been derived
immediately from any holder thereof shall become personally.liable under the agreements, terms,
covenants or conditions of this Lease unless and until such time as the Permitted Mortgagee or such
owner becomes the owner of the leasehold estate and then only those liabilities which accrue during
the period as it remains the owner of the leasehold estate. Upon any assignment of this Lease by the
Permitted Mortgagee or any owner of the leasehold estate whose interest shall have been acquired
by, through or under any Permitted Mortgage or shall have been derived immediately from any
holder thereof, the assignor shall be relieved of any further liability which may accrue hereunder
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from and after the date of such assignment provided that the assignee shall execute and deliver to
Board a recordable instrument of assumption wherein such assignee shall assume the rights and
obligations of Lessee and agree to perform and observe all covenants and conditions and provisions
in this Lease from and after the effective date of such assignment as they are applicable to Lessee.

10.  Anything herein contained to the contrary notwithstanding, the provisions of
this Section 902 shall inure only to the benefit of the holder of a Permitted Mortgage.

11. The rights granted herein to a Permitted Mortgagee shall be enforceable by
it. In the event any action or proceeding is brought to enforce or interpret the provisions hereof or
to seek damages or performance or declare the rights of the parties hereto or such Permitted
Mortgagee, the prevailing party including such Permitted Mortgagee, if prevailing, shall be entitled
to reasonable attorneys' fees, costs and expenses.

12. Nothing herein contained shall require any Permitted Mortgagee or its
designee as a condition of the exercise of any rights hereunder or in order to comply with the
provisions of Section 800 or as a condition of entering into the new lease provided for herein to cure
any non-monetary default of Lessee not reasonably susceptible of being cured by such Leasehold
Mortgagee or its designee. '

13. The following defaults, if any, relating to the prior Lessee shall be deemed
cured upon the acquisition of the leasehold interest by a Permitted Mortgagee (or assignee thereof):
(i) attachment, execution or other judicial levy upon the leasehold estate hereunder, (11) assignment
of the leasehold estate hereunder for the direct or indirect benefit of creditors of said Lessee, (iii)
judicial appointment of a receiver or similar officer to take possession of the leasehold estate
hereunder or the Premises, (iv) filing any petition by, for or against Lessee under any chapter of the
Federal Bankruptcy Act, or (v) any other default which is of such a nature as to not be reasonably
curable by a Mortgagee or the transferee. Any such deemed cure shall be for the sole benefit of the
Permitted Mortgagee (or assignee thereof); the prior Lessee shall not be released from any liability
it may have for such matters.

C. [§ 903] [intentionally omitted]

D. [§ 904] Completion of Construction

Nothing contained in this Lease shall be deemed to permit or authorize such Permitted
Mortgagee to undertake or continue the construction or completion of the Improvements (beyond
the extent necessary to conserve or protect the Improvements or construction already made) without
first having expressly assumed the Lessee's obligations to the Lessor by written Lease satisfactory
to the Lessor. The Lessor shall not unreasonably withhold approval of such assumption. The
Permitted Mortgagee in that event must agree to complete the Improvements in the manner provided
in this Lease, and submit evidence satisfactory to the Lessor that it has the qualifications and
financial responsibility necessary to perform such obligations. Any such Permitted Mortgagee
properly completing the Improvements shall be entitled, upon written request made to the Lessor,
to a Certificate of Compliance in the manner provided in this Lease.
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E. [§ 905] Non-Merger

There shall be no merger of this Lease, or of the leasehold estate created thereby, with the
fee estate in and to the Parcels by reason of the fact that this Lease or the leasehold estate created
thereby, or any interest in either thereof, may be held directly or indirectly by or for the account of
any person who shall own the fee estate in and to the Parcels or any portion thereof, and no such
merger shall occur unless and until all persons at the time having any interest in this Lease or the
leasehold estate, including the Permitted Mortgagee and the holder of any mortgage upon the fee
estate in and to the Parcels shall join in a written instrument effecting such merger.

F. [§ 906] Board Cooperation

Board covenants and agrees that it will act and fully cooperate with Lessee in connection with
Lessee's right to grant a Permitted Mortgage as provided above. At the request of Lessee or any
proposed or existing Permitted Mortgagee, Board shall promptly execute and deliver (a) any
documents or instruments reasonably requested to evidence, acknowledge or perfect the rights of the
Permitted Mortgagee as herein provided; and (b) a certificate of the type described in Section 1322.
Any such certificate may be conclusively relied upon by any Permitted Mortgagee or Transferee of
Lessee's interest in this Lease.

X. [§ 1000] INDEMNIFICATION AND INSURANCE

A. [§ 1001} Indemnification and Release

1. To the fullest extent permitted by law, Lessee shall indemnify, protect, defend
and hold harmless the Board and its officers, employees and agents, from and against all liability,
loss, damage, costs, or expenses of any kind (including attorneys' fees and costs of suit) arising from
or as a result of any breach of this Lease, any accident, injury, loss or damage whatsoever caused to
any person or to the property of any person which shall occur on or adjacent to the Parcels and which
shall be directly or indirectly caused by any acts done thereon or any errors or omissions of Lessee,
its agents, employees and contractors, or any of them, including but not limited to, claims of
negligent or defective design or construction of the Project, regardless of whether any such liability
occurs before or after issuance of the Certificate of Compliance, or arising out of or in connection
with the use or occupancy of the Parcels and the Improvements by Lessee or any other person under
Lessee, or any fire on the Parcels or the Improvements, or any nuisance made or suffered thereon,
or any failure by Lessee to keep the Parcels and the Improvements in a safe condition; and Lessee
shall reimburse Board for all its costs and expenses (including reasonable attorneys' fees and costs
of suit) incurred in connection with the defense of any such claims, and will hold all goods,
materials, furnishings, fixtures, equipment, machinery and other property whatsoever on the
Premises at the sole risk of Lessee and save Board harmless from any loss or damage thereto by any
cause whatsoever. These indemnity obligations shall survive the expiration or earlier termination
of this Lease. Notwithstanding anything to the contrary set forth in this Section 1001, this indemnity
by Lessee specifically excludes all liability, loss, damage, costs and expenses of any kind (including
fees and costs of suit) arising from or as a result of any breach of this Lease by the Board, or any
accident, injury, loss or damage caused to any person or property which is due to the sole negligence
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or willful misconduct of Board or its officers, employees and agents, or any person or entity
authorized by the Board to use the Trolley Parking Facilities or any part thereof, including without
limitation the trolley patrons and the Parking Licensees.

2. Lessee hereby waives, releases, remises, acquits and forever discharges Board,
its directors, officers, employees, and agents, successors and assigns, of and from any and all suits,
causes of action, legal or administrative proceedings, claims, demands, actual damages, punitive
damages, losses, costs, liabilities, interest, attorneys' fees and expenses of whatever kind and nature,
in law or in equity, known or unknown, which Lessee shall or may have or acquire or possess in any
way directly or indirectly connected with, based upon, or arising out of any accident, injury, loss or
damage whatsoever caused to any person or to the property of any person which shall occur on or
adjacent to the Parcels which is not caused by (a) a breach of this Lease by the Board or (b) the sole
negligence or willful misconduct of Board or its officers or employees.

Lessee agrees as to the matters released to waive the benefits of Section 1542 of the
CiviL CopE of the State of California, which provides as follows:

"A general release does not extend to claims which the creditor does
not know or suspect to exist in his favor at the time of executing the
release, which if known by him must have materially affected his
settlement with the debtor."

Lessee's Initials Board's Initials

B. [§ 1002] Required Insurance

During the Term of this Lease, Lessee at its sole cost and expense shall:

1. Keep or cause to be kept a policy or policies of insurance against loss or
damage to the Improvements on the Parcels (including without limitation the Trolley Parking
Facilities) resulting from fire, windstorm, hail, lightning, vandalism, malicious mischief, and such
other perils ordinarily included in extended coverage casualty insurance policies. All such policies
shall be endorsed to include coverage for the costs of demolition of the Improvements and the
clearing and restoration of the Parcels in the event of damage, destruction or condemnation if the
Improvements are not fully restored. Inaddition, if Lessee carries coverage voluntarily for additional
causes (such as earthquake, riot, civil commotion, or other), such coverage shall be treated in all
respects as the policy or policies required to be kept under this Subparagraph 1, for so long as Lessee
continues to voluntarily carry such coverage. All insurance hereunder shall be maintained in an
amount not less than one hundred percent (100%) of the full insurable value of the Improvements
as defined in Section 1003 (such value to include amounts spent for construction of the
Improvements, architectural and engineering fees, and inspection and supervision).
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2. Maintain or cause to be maintained public liability insurance naming Board
and all entities controlling, controlled by or under common control with Board, together with their
respective contractors, agents, officers, employees, invitees and licensees and such other parties as
the Board may designate form time to time as additional insureds, to protect against loss from
liability imposed by law for damages on account of personal injury, including death therefrom,
suffered or alleged to be suffered by any person or persons whomsoever in, on or about the Parcels,
the Access Road or the Improvements, exclusive of the Trolley Parking Facilities [open issuef; to
protect against loss from liability imposed by law for damages on account of personal injury,
including death therefrom, as a result of the acts or omissions of Lessee, its agents, servants or
employees alleged to be suffered by any person or persons whomsoever, resulting directly or
indirectly from any act or activities of Lessee or under its control or direction arising from the use
and occupancy under the Lease of the Parcels, the Access Road and the Improvements; and also to
protect against loss from liability imposed by law for damages to any property of any person caused
directly or indirectly by or from the acts or activities of Lessee under this Lease in connection with
the Parcels, the Improvements, or Lessee or its sublessees, or any person acting for Lessee or under
its control or direction. '

Such public liability insurance shall also protect Board and such additional
insureds against incurring any legal cost in defending claims for alleged loss. Such public liability
insurance shall be maintained in full force and effect during the entire term of this Lease in an
amount of at least Three Million Dollars ($3,000,000) Adjusted for Inflation, combined single limit,
provided solely for the Project.

Lessee agrees that provisions of this paragraph as to public liability insurance |

shall not be construed to limit in any way the extent to which Lessee may be held responsible for the
payment of damages to persons or property resulting from Lessee's activities, or the activities of any
other person or persons for which Lessee is otherwise responsible.

3. Maintain or cause to be maintained business or rental interruption insurance
against loss of rental to Board due to a cause referred to in Subparagraph 1 above, in an amount
equal to, and insuring against, any loss of Base Rent, and Overage Rent (as to Overage Rent, an
amount for each year up to the amount of Overage Rent paid for the Lease Year prior to the Lease
Year in which the loss or damage occurs) by Board for a minimum of twelve (12) months.

4. Maintain or cause to be maintained workers' compensation insurance issued
by an insurance carrier authorized under the laws of the State of California for workers'
compensation and employer's liability under the Workers' Compensation Insurance and Safety Act
now in force in California, or any act hereafter enacted as an amendment or supplement thereto or
in lieu thereof. Such workers' compensation insurance shall cover all persons employed by Lessee
in connection with the Parcels and the Improvements, and shall cover full liability for compensation
under any such act aforesaid, based upon death or bodily injury claims made by, for or on behalf of,
any person incurring or suffering injury or death in connection with the Parcels and the
Improvements, or the operation thereof by Lessee.
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5. During the course of any alteration, construction or reconstruction, including,
without limitation, during the period of the construction of the Improvements, builders risk insurance
for the amount of the completed value on an all-risk form including "course of construction"
coverage, (including earthquake and flood if required by any Permitted Mortgagee) insuring the
interests of Board, Lessee and Permitted Mortgagee as their interests may appear. Board shall be
named as loss payee. The insurer shall waive all rights of subrogation against Board. Lessee shall
also require its general contractor to carry such insurance.

6. Such other insurance (or other terms with respect to any insurance required
pursuant to this Section 1002, including without limitation amounts of coverage or deductibles) on
or in connection with the Project as the Board may reasonably require, which at the time is
commonly obtained in connection with properties similar in type of building size, use and location
to the Project.

C. [§ 1003] Definition of "Full Insurable Value"

The term "full insurable value", as used in Section 1002 and elsewhere in this Lease, shall
mean the actual replacement cost excluding the cost of excavation, foundation and footings below
the ground level of the Improvements. To ascertain the amount of coverage required, Lessee shall
cause the full insurable value to be determined from time to time by appraisal by the insurer or by
any appraiser mutually acceptable to Board and Lessee, not less often than once each three (3) years;
except that no such appraisals shall be required if the policy is written on a "replacement cost" basis.

D. [§ 1004] General Insurance Provisions

1. All insurance provided for under Section 1002 of this Lease shall be for the
benefit of Lessee, Board (and as to the insurance provided for in Subsection 2 of Section 1002
above, the additional insureds described therein) and any Permitted Mortgagee.

2. All insurance provided for under Section 1002 shall be periodically reviewed
by the parties for the purpose of mutually increasing or decreasing the minimum limits of such
insurance, from time to time, to amounts which may be reasonable and customary for similar
facilities of like size and operation and in the same location as the Parcels.

3. Allinsurance provided forunder Section 1002 shall be effected under policies
issued by insurers licensed or permitted to do business in the State of California and reasonably
approved by Board. Board may not withhold approval of any insurer having a rating of A- XII (with
stable outlook) or better in Best Insurance Guide, or if Best Insurance Guide is no longer in
existence, a similar or comparable rating.

4. Any insurance required to be maintained by Lessee pursuant to Section 1002
may be taken out under a blanket insurance policy or policies covering other premises or properties,
and other named or additional insureds in addition to the parties hereto; provided, however, that any
such policy or policies of blanket insurance, or supplemental written certification from the insurers
under such policies, shall specify therein the amount of insurance allocated to the coverage required
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under Section 1002 (except that no such allocation shall be required if coverage is provided on a
"blanket limit" basis) and provided further, that in all other respects, any such blanket policy shall
comply with the other provisions of Section 1002.

5. All certificates of insurance shall provide that such certificates and the policies
related thereto shall not be canceled or materially changed without at least thirty (30) days' prior
written notice to Board.

6. All insurance policies shall provide that there shall be no exclusion from
coverage for cross liability among the named insureds.

7. Certificates of insurance and copies of each required policy and endorsement
shall be deposited with Board together with appropriate evidence of payment of the current
premiums therefor; and, at least thirty (30) days prior to expiration of any such policy, certificates
of renewal policies be so deposited.

E. [§ 1005] Failure to Maintain Insurance

If Lessee fails or refuses to procure or maintain insurance as required by this Lease to be
procured and maintained by Lessee, Board shall have the right, at Board's election, to procure and
maintain the insurance described in Section 1002 for the benefit of Lessee, Board and any Permitted
Mortgagee. The premiums paid by Board shall be treated as supplemental Rent due from Lessee,
to be paid on the first day of the month following the date on which the premiums were paid. Board
shall give prompt notice of the payment of such premiums, stating the amounts paid and the name
of the insured(s) which shall include Lessee, Board and any Permitted Mortgagee.

F. [§ 1006] Disposition of Insurance Proceeds Resulting from Loss or
Damage to Improvements

All proceeds of insurance with respect to loss or damage to the Improvements to be
maintained and repaired by Lessee during the term of this Lease shall be payable, under the
provisions of the policy of insurance, jointly to Lessee and Board and, except as provided below,
said proceeds shall constitute a trust fund to be used for the repair, restoration or reconstruction of
the Improvements in accordance with the provisions of Section 708 or 709. To the extent that such
proceeds exceed the cost of such repair, restoration or reconstruction, then such proceeds shall be
divided as follows:

1. If the event causing loss or damage to the Improvements occurs on or prior
to the thirtieth (30™) anniversary of the Effective Date of Lease, the entire amount by which such
proceeds exceed the cost of such repair, restoration or reconstruction shall belong to Lessee.

2. If the event causing loss or damage to the Improvements occurs after the
thirtieth (30™) anniversary of the Effective Date of Lease, the amount which shall belong to Lessee
shall be the amount by which such proceeds exceed the cost of such repair, restoration or
reconstruction, multiplied by a fraction: the numerator of the fraction shall be the number of years
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in the Lease Term, as the same may have been extended (if duly extended) minus the number of
anniversaries of the Effective Date of Lease which have occurred prior to the event of loss or damage
to the Improvements, and the denominator of the fraction shall be the number of years in the Lease
Term, as the same may have been extended (if duly extended). The balance of such proceeds shall
belong to Board. /Do we need an example?] Provided, however, that within the period during
which there is an outstanding Permitted Mortgage as described in Section 900, such proceeds shall
be made payable jointly to the Permitted Mortgagee, if any, Lessee and Board and, except as
provided below, shall be disposed of jointly by the parties as a trust fund to be applied to the repair,
restoration and reconstruction of the damaged or destroyed Improvements. To the extent that such
proceeds exceed the cost of such repair, restoration or reconstruction, then such proceeds shall be
divided as follows:

(a) If the event causing loss or damage to the Improvements occurs on or
prior to the thirtieth (30") anniversary of the Effective Date of Lease, the entire amount by which
such proceeds exceed the cost of such repair, restoration or reconstruction shall belong to Lessee and
any Permitted Mortgagee as their respective interests may appear.

(b) If the event causing loss or damage to the Improvements occurs after
the thirtieth (30™) anniversary of the Effective Date of Lease, the amount which shall belong to
Lessee and any Permitted Mortgagee as their respective interests may appear shall be the amount by
which such proceeds exceed the cost of such repair, restoration or reconstruction, multiplied by a
fraction, the numerator of the fraction shall be the number of years in the Lease Term, as the same
may have been extended (if duly extended) minus the number of anniversaries of the Effective Date
of Lease which have occurred prior to the event causing loss or damage to the Improvements, and
the denominator of the fraction shall be the number of years in the Lease Term, as the same may
have been extended (if duly extended). The balance of such proceeds shall belong to Board.

3. Provided further, that within the period during which there is an outstanding
Permitted Mortgage, as described in Section 900, at the request of any Permitted Mortgagee with
respect to any particular casualty resulting in damage or destruction exceeding Fifty Thousand
Dollars ($50,000) Adjusted for Inflation in the aggregate, such proceeds shall be payable to a bona
fide institutional lender ("Insurance Trustee"), as trustee, selected by the Permitted Mortgagee and
approved by Lessee and Board, which approval shall not be unreasonably withheld, to be disbursed
as required by the provisions of this Section 1006. Subject to the terms of any Permitted Mortgage
in effect at the time an Insurance Trustee is appointed, such Insurance Trustee is hereby made and
constituted a trustee to hold such proceeds and to deposit such proceeds in its own banking
department or elsewhere, at its sole discretion, and to pay out such proceeds as provided in this
Lease. The Insurance Trustee shall not be obligated hereunder in any manner except to receive and
pay out any money that is received by it as such trustee, together with such interest, if any, as is paid
by the Insurance Trustee at the time upon like trusts of like amount. As between Board and Lessee,
such interest on trust funds shall be deemed to be the income of and disbursed to the party entitled
thereto in accordance with the terms of this Lease, to be held by the Insurance Trustee subject to the
terms and conditions of the trust. The Insurance Trustee is authorized to retain from the trust fund
a reasonable amount (approved by Board and Lessee) for its services in connection with the trust.
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4, In the event this Lease is terminated by mutual agreement of Board and Lessee
and the Permitted Mortgagee under any Permitted Mortgage, or as a result of Lessee's election to
terminate this Lease as provided in Section 708 or 709, as the case may be, and the Improvements
are not repaired, restored or reconstructed, the net insurance proceeds shall be made payable jointly
to Lessee, Board and the Permitted Mortgagee of any outstanding Permitted Mortgage, if any, or the
Insurance Trustee, if required, and shall be applied as follows:

(a) First, if there is an outstanding Permitted Mortgage, as allowed under
Section 900, such proceeds shall be applied first to discharge the debt secured by the Permitted
Mortgage.

(b) Then, remaining insurance proceeds, at the election of Board, which
election shall be made within six (6) months after the parties mutually agree to terminate this Lease
or Board receives notice of Lessee's election to terminate this Lease, as the case may be, shall be
used either:

(D To demolish the remaining Improvements and clear the Parcels
to a neat and safe condition; or

2 To remove the rubble from the damaged Improvements and
leave the remaining damaged Improvements in a neat, clean and safe condition; or

3) To remove the rubble and any portion of the damaged
Improvements specified by Board from the remaining Improvements and leave the remaining
Improvements in a neat, clean and safe condition.

5. To secure the performance of such work, that portion of such remaining
insurance proceeds equal to one hundred fifteen percent (115%) of the estimated cost of the work
described in clause (1), (2) or (3) of Subsection 1006(4)(b), whichever shall be greater, shall be held
by Board and Lessee jointly (and deposited in an interest bearing account, which interest shall belong
to and be payable as it accrues and becomes available as provided in Subsection 3 below) and such
funds shall be expended for the specified work when Board has made its election, after which the
balance, if any, shall be paid as set forth in Subsection 3 below. The estimated cost of the work
described in clauses (1), (2) and (3) above shall be determined by Board and Lessee each putting the
work referred to in clauses (1), (2) and (3) out to bid to not less than four (4) reputable contractors
licensed by the State of California, within sixty (60) days of the parties mutually agreeing to
terminate this Lease or Board receiving notice of Lessee's election to terminate this Lease. The bids
shall be for the cost of immediate construction and the contractors shall not be informed of the
reasons for which the bids are being solicited. The job shall be open for bid for a period not to
exceed thirty (30) days. The three (3) lowest of the four (4) bids obtained by the parties with respect
to the work described in clauses (1), (2) and (3) separately shall be averaged and such averages shall
be deemed the estimated cost of the work described in clauses (1), (2) and (3), respectively. The
balance of any remaining insurance proceeds over and above the one hundred fifteen percent (115%)
set aside shall be paid immediately as set forth in Subsection 1006(6) below.
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3. Then, any insurance proceeds remaining shall be paid as follows:

(a) Ifthe event causing loss or damage to the Improvements occurs on or
prior to the thirtieth (30") anniversary of the Effective Date of Lease, the entire amount by which
such proceeds exceeds the allocations described in Subsections 1 and 2 above shall belong to Lessee.

(b) If the event causing loss or damage to the Improvements occurs after
the thirtieth (30™) anniversary of the Effective Date of Lease, the amount which shall belong to
Lessee shall be the amount by which such proceeds exceeds the allocations described in Subsections
1 and 2 above, multiplied by a fraction: the numerator of the fraction shall be the number of years
in the Lease Term, as the same may have been extended (if duly extended) minus the number of
anniversaries of the Effective Date of Lease which have occurred prior to the event causing damage
or loss to the Improvements, and the denominator of the fraction shall be the number of years in the
Lease Term, as the same may have been extended (if duly extended). The balance of the proceeds
shall belong to Board.

Lessee hereby waives any claim against Board for any loss covered by insurance of the type
specified in Section 1002; only to the extent that such waiver is permitted under its policies of
insurance and will not cause to be voided any coverage thereunder, and Lessee shall obtain from its
insurance company or companies a waiver of any right of subrogation that it may have against Board.

XL [§1100] EMINENT DOMAIN

In the event that the Premises, the Improvements or any part thereof shall be taken for public
purposes by condemnation as a result of any action or proceeding in eminent domain, then, as
between Board and Lessee (or any Permitted Mortgagee, if a Permitted Mortgage is then in effect),
the interests of Board and Lessee (and any Permitted Mortgagee) in the award and the effect of the
taking upon this Lease shall be as follows:

1. In the event of such taking of only a part of the Premises or the Improvements
thereon, this Lease shall terminate and end as to the portion of the Premises so taken as of the date
title or possession to such portion vests in the condemning authority, but, subject to the provisions
of Section 1100(2) below, shall continue in full force and effect as to the portion of the Premises not
so taken, and from and after such date the Base Rent required by this Lease to be paid by Lessee to
Board shall be reduced in the proportion which the value of the part of the Premises so taken bears
to the total value of Lessee's interest in the Premises.

2. Notwithstanding anything to the contrary contained in Subsection 1, upon any
taking of a portion of the Premises or the Improvements which renders the operation of the Premises
and the Improvements remaining into an economically unviable condition, or which occurs during
the last nine (9) years of the Term of this Lease and where such taking affects the use of a major part
of the Improvements (determined in the same manneras a damage or destruction under Section 709),
Lessee shall have the right to terminate this Lease and its obligations hereunder upon notice to Board
given within one hundred twenty (120) days after the date title or possession to the portion taken
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vests in the condemning authority and such termination shall become effective as of the date of such
taking. :

3. In the event the entire Premises is so taken, this Lease and all of the right, title
and interest thereunder shall cease on the date title or possession to the Premises so taken vests in
the condemning authority.

4. Promptly after a partial taking, if this Lease shall not have been terminated
pursuant to Subsection 2 above, at Lessee's expense and in the manner specified in provisions of this
Lease relating to maintenance, repairs and alterations, Lessee shall restore the Improvements so as
to place them in a condition suitable for the uses and purposes for which the Premises is leased
subject to the provisions of this Section 1100. In the event Lessee fails to restore the Improvements,
Board may terminate this Lease pursuant to Section 1210 of this Lease.

5. In the event of any taking described under Subsection 1 or 3 above, that
portion of any award of compensation attributable to the Parcels (exclusive of the Improvements
thereon) shall belong to Board. That portion of any award attributable to the Improvements shall be
divided as follows:

(a) If the date that title or possession of the property taken vests in the
condemning authority occurs on or prior to the thirtieth (30™) anniversary of the Effective Date of
Lease, the entire portion of the award attributable to the Improvements shall belong to Lessee.

(b) If the date that title or possession of the property taken vests in the
condemning authority occurs after the thirtieth (30™) anniversary of the Effective Date of Lease, the
amount which shall belong to Lessee shall be the portion of the award attributable to the
Improvements multiplied by a fraction: the numerator of the fraction shall be the number of years
in the Lease Term, as the same may have been extended (if duly extended) minus the number of
anniversaries of the Effective Date of Lease which have occurred prior to the date title or possession
of the property taken vests in the condemning authority, and the denominator of the fraction shall
be the number of years in the Lease Term, as the same may have been extended (if duly extended).
The balance of the award attributable to the Improvements shall belong to Board.

6. In the event of a partial taking, where the Lease remains in effect and Lessee
is obligated to restore or repair the Improvements, then Lessee shall use its portion of the award to
restore the Improvements as provided in Section 1100(4) above in accordance with plans and
specifications approved in writing by Board, which approval shall not be unreasonably withheld or
delayed. The amount of the award attributable to the Improvements shall not include any portion
of the award attributable to the expired Term of this Lease as to the portion or all of the Premises
so taken. [clarify?] Notwithstanding the foregoing, if this Lease is terminated pursuant to
Section 1100(2) above, the award attributable to the Improvements shall be disbursed to any
Permitted Mortgagee, Board and Lessee in the same manner, and shall be applied in the same
manner as, insurance proceeds as set forth in Subsections 1, 2 and 3 as contained in the last
disposition alternative in Section 1006.
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7. Notwithstanding the foregoing provisions of this Section, Board may, in its
discretion and without affecting the validity and existence of this Lease, transfer Board's interests
in the Premises in lieu of condemnation to any authority entitled to and having threatened to exercise
the power of eminent domain. In the event of such transfer by Board, Board shall retain its right to
recover from said condemning authority the award with respect to its interest in the Premises taken
by the condemning authority in the manner provided in Subsection 5 above.

8. As used herein "net" amount of the award shall mean the gross award less all
costs (including attorneys' fees) incurred by Lessee or Board, as the case may be, to recover such
award.

XL [§1200] DEFAULTS, REMEDIES AND TERMINATION

A. [§ 1201] Defaults — General

Subject to the extensions of time set forth in Section 1209, failure or delay by either party
to perform any term or provision of this Lease constitutes a default under this Lease. The party who
fails or delays must promptly commence to cure, correct or remedy such failure or delay and shall
complete such cure, correction or remedy with reasonable diligence.

In the event of any default, the injured party shall give written notice of default ("Notice of
Default") to the party in default, specifying the default complained of by the injured party. Failure
or delay in giving Notice of Default shall not constitute a waiver of any obligation, requirement or
covenant required to be performed hereunder. Except as otherwise expressly provided in this Lease,
any failures or delays by either party in asserting any rights and remedies as to any default shall not
operate as a waiver of any default or of any such rights or remedies. Delays by either party in
asserting any of its rights and remedies shall not deprive either party of the right to institute and
maintain any actions or proceedings which it may deem necessary to protect, assert or enforce any
such rights or remedies.

B. [§ 1202] Legal Actions

1. [§ 1203] Institution of Legal Actions

In addition to any other rights or remedies, either party may institute legal action to
cure, correct, or remedy any default, to recover damages for any default, or to obtain any other
remedy consistent with the purpose of this Lease following occurrence of an "Event of Default" (as
defined in Section 1207 below). Such legal actions must be instituted in the Superior Court of the
County of San Diego, State of California, in any other appropriate court in that county, or in the
Federal District Court in the Southern District of California.

2. [§ 1204] Applicable Law

The laws of the State of California shall govern the interpretation and enforcement
of this Lease.
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3. [§ 1205] Acceptance of Service of Process
In the event that any legal action is commenced by Board against the Lessee, service
of process on Lessee shall be made by personal service upon the Lessee, or in such other manner as

may be provided by law, and shall be valid whether made within or without the State of California.

C. [§ 1206] Rights and Remedies are Cumulative

Except with respect to rights and remedies which are expressly declared to be exclusive in
this Lease, the rights and remedies of any non-defaulting party are cumulative and the exercise of
one or more of such rights or remedies shall not preclude the exercise by it, at the same or different
times, of any other rights or remedies for the same default or any other default by the defaulting

party.

D. [§ 1207] Events of Default

1. The occurrence of any one or more of the following (after expiration of any
applicable cure period as provided in Section 1207(2)) shall, at the sole option of Board, constitute
an "Event of Default" under this Lease:

(a) a failure by Lessee to make any payment of Base Rent or Overage
Rent, regardless of the reason for such failure;

(b) a failure by Lessee to make any payment of any monetary obligation
other than Base Rent or Overage Rent;

©) a failure by Lessee duly to perform and observe, or a violation or
breach of, any other provision hereof not otherwise specifically mentioned in this Section 1207(1);

(d) Lessee shall (i) voluntarily be adjudicated a bankrupt or insolvent, (ii)
seek or consent to the appointment of a receiver or trustee for itself or for the Premises, (iii) file a
petition seeking relief under the bankruptcy or other similar laws of the United States, any state or
any jurisdiction, (iv) make a general assignment for the benefit of creditors, or (v) be unable to pay
its debts as they mature;

(e) a court shall enter an order, judgment or decree appointing, without
the consent of Lessee, a receiver or trustee for it or for any of the Premises or approving a petition
filed against Lessee which seeks relief under the bankruptcy or other similar laws of the United
States, any state or any jurisdiction, and such order, judgment or decree shall remain undischarged
or unstayed ninety (90) days after it is entered;

® the Premises shall have been abandoned;

(&) Lessee shall be liquidated or dissolved or shall begin proceedings
towards its liquidation or dissolution; or
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(h) the estate or interest of Lessee in any of the Premises shall be levied
upon or attached in any proceeding and such estate or interest is about to be sold or transferred or
such process shall not be stayed, vacated or discharged within ninety (90) days after it is made.

2. No notice or cure period shall be required in any one or more of the following
events: the occurrence of an Event of Default under clause (d), (¢), (), (g) or (h) of Section 1207(1).
If the default consists of the failure to pay Base Rent or Overage Rent under clause (a) of
Section 1207(1), the applicable cure period shall be ten (10) Business Days from the date on which
notice is given. If the default consists of the failure to pay any other monetary obligation under
clause (b) of Section 1207(1), the applicable cure period shall be fifteen (15) Business Days from
the date on which notice is given. If the default consists of any other Event of Default under
Section 1207(1), the applicable cure period shall be thirty (30) days from the date on which notice
is given or, if the default cannot reasonably be cured within such thirty (30) day period, the cure
period shall be extended for the period reasonably required to cure the default, provided that Lessee
shall commence to cure the default within the said thirty-day period and shall actively, diligently and
in good faith proceed with and continue the curing of the default until it shall be fully cured.

E. [§ 1208] Remedies and Damages Upon Default

1. If an Event of Default shall have occurred and is continuing, Board shall have
the right, at its sole option, then or at any time thereafter, to exercise its remedies and to collect
damages from Lessee in accordance with this Section 1208, subject in all events to applicable law,
without demand upon or notice to Lessee except as otherwise provided in Section 1207(2) and this
Section 1208.

(a) Board may give Lessee notice of Board's intention to terminate this
Lease on a date specified in such notice. Upon such date, this Lease, the estate hereby granted and
all rights of Lessee hereunder shall expire and terminate. Upon such termination, Lessee shall
promptly surrender and deliver possession of the Premises to Board in accordance with Section
1307. If Lessee does not so surrender and deliver possession of the Premises, Board may re-enter
and repossess the Premises, with or without legal process, by peaceably entering the Premises and
changing locks or by summary proceedings, ejectment or any other lawful means or procedure.
Upon or at any time after taking possession of the Premises, Board may, by peaceable means or legal
process, remove any Persons or property therefrom. Board shall be under no liability for or by
reason of any such entry, repossession or removal. Notwithstanding such entry or repossession,
Board may collect the damages set forth in Section 1208(3).

) Afterrepossession of the Premises pursuant to clause (i) above, Board
shall have the right to relet any of the Premises to such Lessee or Lessees, for such term or terms,
for such rent, on such conditions and for such uses as Board in its sole discretion may determine, and
collect and receive any rents payable by reason of such reletting. Board may make such Alterations
in connection with such reletting as it may deem advisable in its sole discretion. Notwithstanding
any such reletting, Board may collect the damages set forth in Section 1208(3).
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2. In addition to its other rights under this Lease, Board has the remedy described
in California CiviL CODE Section 1951.4 which provides substantially as follows: Board may
continue the Lease in effect after Lessee's breach and abandonment and recover the Rent as it
becomes due. In accordance with California C1viL CODE Section 1951.4 (or any successor statute),
Lessee acknowledges that in the event Lessee breaches this Lease and abandons the Premises, this
Lease shall continue in effect for so long as Board does not terminate Lessee's right to possession,
and Board may enforce all of its rights and remedies under this Lease, including the right to recover
the Rent as it becomes due under this Lease. Acts of maintenance or preservation or efforts to relet
the Premises or the appointment of a receiver upon initiative of Board to protect Board's interest
under this Lease shall not constitute a termination of Lessee's right to possession.

3. If Board elects to terminate this Lease upon the occurrence of an Event of
Default, Board may collect from Lessee damages computed in accordance with the following
provisions in addition to Board's other remedies under this Lease:

(a) the worth at the time of award of any unpaid Rent which has been
eamed at the time of such termination; plus

(b) the worth at the time of award of the amount by which any unpaid Rent
which would have been eamed after termination until the time of award exceeds the amount of such
rental loss that Lessee proves could have been reasonably avoided; plus

() the worth at the time of award of the amount by which the unpaid Rent
for the balance of the Term after the time of award exceeds the amount of such rental loss that Lessee
proves could be reasonably avoided; plus

(d any other reasonable cost necessary to compensate Board for all the
detriment proximately caused by Lessee's failure to perform its obligations under this Lease or which
in the ordinary course of things would be likely to result therefrom including, without limitation,
brokerage commissions, the cost of repairing and reletting the Premises and reasonable attorneys'
fees; plus

e at Board's election, such other amounts in addition to or in lieu of the
foregoing as may be permitted from time to time by applicable state law. Damages shall be due and
payable from the date of termination.

For purposes of clauses (a) and (b) of this Section, the "worth at the time of award"
shall be computed by adding interest at the maximum legal rate to the past due Rent. For the
purposes of clause (c) of this Section 1208(3), the "worth at the time of award" shall be computed
by discounting such amount at the discount rate of the Federal Reserve Bank of San Francisco at the
time of the award, plus one percent (1%). '

4. Board may elect not to terminate Lessee's right to possession of the Premises,
in which event this Lease will continue in full force and effect as long as Board does not terminate
Lessee's right to possession and Board may continue to enforce all of its rights and remedies under
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this Lease, including the right to collect all Rent as it becomes due. Board may elect to enter the
Premises and relet them, or any part of them, to third parties for Lessee's account. Lessee shall be
liable immediately to Board for all costs Board incurs in reletting the Premises, including, but not
limited to, brokers' commissions, expenses of cleaning and remodeling the Premises required by the
reletting, attorneys' fees and like costs. Reletting can be for a period shorter or longer than the
remaining Term of this Lease and for the entire Premises or any portion thereof. Lessee shall pay
to Board the Base Rent and Overage Rent due under this Lease on the dates the Base Rent and such
Overage Rent are due, less the Rent Board actually collects from any reletting. Except as provided
in the preceding sentence, if Board relets the Premises or any portion thereof, such reletting shall not
relieve Lessee of any obligation hereunder. Notwithstanding the above, no act by Board allowed by
this Section 1208(4) shall terminate this Lease unless Board notifies Lessee in writing that Board
elects to terminate this Lease.

S. Notwithstanding anything to the contrary herein contained, in lieu of or in
addition to any of the foregoing remedies and damages, Board may exercise any remedies and collect
any damages available to it at law or in equity. If Board is unable to obtain full satisfaction pursuant
to the exercise of any remedy, it may pursue any other remedy which it has hereunder or at law or

in equity.

6. If any Law shall validly limit the amount of any damages provided for herein
to an amount which is less than the amount agreed to herein, Board shall be entitled to the maximum
amount available under such Law.

7. No termination of this Lease, repossession or reletting of the Premises,
exercise of any remedy or collection of any damages pursuant to this Section 1208 shall relieve
Lessee of any obligations which by their terms survive the expiration of the Term or earlier
termination of this Lease.

8. WITH RESPECT TO ANY REMEDY OR PROCEEDING OF BOARD
HEREUNDER, LESSEE WAIVES ANY RIGHT TO A TRIAL BY JURY. Lessee agrees that this
Lease constitutes a written consent to waiver of trial by jury pursuant to the provisions of California
CopE oF CIvIL PROCEDURE Section 631 and Lessee does hereby appoint Board its true and lawful
attorney-in-fact, which appointment is coupled with an interest, and Lessee does hereby authorize
and empower Board, in the name, place and stead of Lessee, to file this Lease with the clerk or judge
of any court of competent jurisdiction as statutory written consent to waiver of trial by jury.

9. Upon the occurrence of any Event of Default, Board shall have the right (but
no obligation) to perform any act required of Lessee hereunder and, if performance of such act
requires that Board enter the Premises, Board may enter the Premises for such purpose.

10.  No failure of Board (i) to insist at any time upon the strict performance of any
provision of this Lease or (ii) to exercise any option, right, power or remedy contained in this Lease
shall be construed as a waiver, modification or relinquishment thereof. A receipt by Board of any
sum in satisfaction of any monetary obligation with knowledge of the breach of any provision hereof
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shall not be deemed a waiver of such breach, and no waiver by Board of any provision hereof shall
be deemed to have been made unless expressed in a writing signed by Board.

11.  Lessee hereby waives and surrenders, for itself and all those claiming under
it, including creditors of all kinds, (i) any right and privilege which it or any of them may have under
any present or future Law to redeem any of the Premises or to have a continuance of this Lease after
termination of this Lease or of Lessee's right of occupancy or possession pursuant to any court order
or any provision hereof, and (ii) the benefits of any present or future Law which exempts property
from liability for debt or for distress for rent.

12.  Except as otherwise provided herein, all remedies are cumulative and
concurrent and no remedy is exclusive of any other remedy. Each remedy may be exercised at any
time an Event of Default has occurred and is continuing and may be exercised from time to time.
No remedy shall be exhausted by any exercise thereof.

F. [§ 1209] Enforced Delay in Performance for Causes Beyond Control of
Party

For the purposes of any of the provisions of this Lease, neither Board nor Lessee, as the case
may be, nor any successor in interest (including, without limitation, Lessee's Permitted Mortgagee
or any successor in interest of said Permitted Mortgagee), shall be considered in breach of, or default
in, its obligations under this Lease (exclusive of any obligation to pay money) as a result of the
enforced delay in the performance of such obligations due to causes beyond its reasonable control
and without its fault or negligence, including, but not limited to any law, regulation, ordinance or
order of any public Board, acts of public agencies, acts of God, acts of the public enemy, acts of the
federal government, acts of the other party (including but not limited to delays in performing such
other party's obligations pursuant to this Lease), fires, floods, epidemics, quarantine restrictions,
strikes, labor disputes, freight embargoes, acts of terrorism, inability to obtain materials or supplies
or unusually severe weather or delays of contractors or subcontractors due to such causes (any of the
above, an "Enforced Delay"); it being the purpose and intent of this provision that in the event of
the occurrence of any such Enforced Delay, the time or times for performance of the obligations of
Board or Lessee, as the case may be, shall be extended for the period of such Enforced Delay. The
party seeking the benefit of the provision of this Section shall promptly notify the other party in
writing of such Enforced Delay and ofthe causes thereof, the extension of time for performance shall
run from fifteen (15) days prior to the date on which such notice is given, but in no event earlier than
the date of commencement of the cause.
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G. [§ 1210] Non-Recourse as to Board

Anything contained herein to the contrary notwithstanding, any claim based on or with
respect to any liability of the Board under this Lease shall be enforced only against the Parcels and
the Board's interest in this Lease and not against any other assets, properties or funds of (i) the Board,
(i1) any director, officer, general partner, shareholder, limited partner, beneficiary, employee oragent
of the Board or any general partner of the Board or any of its general partners (or any legal
representative, heir, estate, successor or assign of any thereof), (iii) any predecessor or successor
partnership or corporation (or other entity) of the Board or any of its general partners, shareholders,
officers, directors, employees or agents, either directly or through the Board or its general partners,
shareholders, officers, directors, employees or agents or any predecessor or successor partnership
or corporation (or other entity), or (iv) any person affiliated with any of the foregoing, or any
director, officer, employee or agent of any thereof.

XIIL  [§1300] GENERAL PROVISIONS

A. [§ 1301] Notices, Demands and Communications between the Parties

Unless otherwise specifically provided herein, all formal notices, demands or other
communications given hereunder shall be in writing and shall be deemed to have been duly delivered
upon personal delivery, or by Federal Express (or similar reputable express delivery service), or by
telecopier transmission with verification of receipt and back-up copy mailed the same day, or as of
the second Business Day after mailing by United States registered or certified mail, return receipt
requested, postage prepaid, addressed as follows:

For the Board: Chief Executive Officer
Metropolitan Transit Development Board
1255 Imperial Avenue, Suite 1000
San Diego, California 92101-7490
Telephone:  (619) 231-1466
Telecopier:  (619) 234-3172

with copies to:

General Counsel

Metropolitan Transit Development Board
1255 Imperial Avenue, Suite 1000

San Diego, California 92101-7490
Telephone:  (619) 557-4512
Telecopier:  (619) 234-3172

and

R. Martin Bohl
Law Offices of R. Martin Bohl
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501 West Broadway, Suite 520
San Diego, California 92101

Telephone:  (619) 446-0080
Telecopier:  (619) 446-0090

For the Lessee: Fairfield Grossmont Trolley LLC
¢/o Fairfield Residential LLC
Attn: Christopher E. Hashioka
5510 Morehouse Drive, Suite 200
San Diego, California 92121
Telephone:  (858) 457-2123
Telecopier:  (858) 457-8082

with a copy to:

Rutan & Tucker, LLP

Attn: Marcia A. Forsyth, Esq.
611 Anton Blvd., Suite 1400
Costa Mesa, California 92626
Telephone:  (714) 641-3453
Telecopier:  (714) 546-9035

Addresses for notice may be changed by written notice sent in the manner provided above.

B. [§ 1302] Time of Essence

Time is of the essence with respect to the performance of each of the covenants and
agreements contained in this Lease.

C. [§ 1303] Conflict of Interests

No member, official or employee of the Board shall have any personal interest, direct or
indirect, in this Lease nor shall any such member, official or employee participate in any decision
relating to the Lease which affects his or her personal interests or the interests of any corporation,
partnership or association in which he, or she is, directly or indirectly, interested.

D. [§ 1304] Warranty Against Payment of Consideration for Agreement.

The Lessee warrants that it has not paid or given, and will not pay or give, any third party any
money or other consideration for obtaining this Lease.
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E. [§ 1305] Nonliability of Board Officials and Employees

No member, official or employee of Board shall be personally liable to Lessee, or any
successor in interest to Lessee, in the event of any default or breach by Board or for any amount
which may become due to Lessee or successor, or on any obligations under the terms of this Lease.

F. [§ 1306] No Partnership

Nothing contained in this Lease and no acts of Board or Lessee shall be deemed or construed
to create the relationship of principal and agent, or of partnership, or of joint venture, or of any
association between Board and Lessee other than that of lessor and lessee.

G. [§ 1307] Surrender of Property

Upon the expiration or earlier termination of this Lease pursuant to the terms hereof, it shall
be lawful for Board to re-enter and repossess the Parcels and the Improvements thereon without
process of law, and Lessee, in such event, does hereby waive any demand for possession thereof, and
agrees to surrender and deliver the Parcels and the Improvements thereon, peaceably to Board
immediately upon such expiration or termination in good order, condition and repair, except for
reasonable wear and tear, but subject, however to the provisions of Section 1100 of this Lease
regarding condemnation and Sections 708 and 709 of this Lease regarding damage and destruction.

H. [§ 1308] Severability

If any term, covenant, condition or provision of this Lease, or the application thereof to any
person or circumstance, shall to any extent be held by a court of competent jurisdiction to be invalid,
void or unenforceable, the remainder of the terms, covenants. conditions or provisions of this Lease,
or the application thereof to any person or circumstance, shall remain in full force and effect and
shall in no way be affected, impaired or invalidated thereby.

L [§ 1309] Binding Effect

Subject to the provisions of this Lease restricting or prohibiting assignment, this Lease, and
the terms, provisions, promises, covenants and conditions hereof, shall be binding upon and shall
inure to the benefit of the parties hereto and their respective heirs, legal representatives, successors
and assigns.

J. [§ 1310] Captions

The captions contained in this Lease are for convenience of reference and shall not be
construed to limit or extend the meaning of any part of this Lease.

K. [§ 1311] Entire Agreement
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This Lease, together with any other written document referred to herein, embody the entire
agreement and understanding between the parties regarding the subject matter hereof, and any and
all prior or contemporaneous oral or written representations, agreements, understandings or
statements shall be of no force and effect.

L. [§ 1312] Modifications

No modification, waiver or discharge of this Lease shall be valid unless the same is in writing
and signed by the party against which the enforcement of such modification, waiver or discharge is
or may be sought. Any amendments to this Lease must be approved by the Board’s Board of
Directors.

M. [§ 1313] Approvals

All consents or approvals to be given by Lessee or Board shall not be unreasonably withheld
or delayed unless this Lease expressly provides for the discretion of the party in giving such consent
or approval. Approval or disapproval shall be given within the time set forth in the Schedule of
Performance or, if no time is given, within fifteen (15) Business Days. Unless otherwise expressly
provided herein, the Chief Executive Officer of the Board or his/her designee shall have the authority |
to issue all approvals and disapprovals on behalf of the Board required or allowed hereunder.

|
N. [§ 1314] Inspection of Books and Records \

The Board has the right at all reasonable times to inspect the books and records of the Lessee ‘
pertaining to the Parcels, the Improvements and the Project as pertinent to the purposes of this Lease,

subject to Section 308 above.

0. [§ 1315] Gender, Number

Whenever the context requires, the use herein of (i) the neuter gender includes the masculine
and the feminine, and (ii) the singular number includes the plural.

P. [§ 1316] Business Days

"Business Day" shall mean any day which is not a Saturday, Sunday or federal bank holiday.
If the last day for performance of an act falls upon a day that is not a Business Day, such last day
shall be the next following regular Business Day.

Q. [§ 1317] Recitals; Exhibits; Attachments

The recitals set forth above and all attached exhibits and attachments are incorporated by
reference into this Lease as if fully set forth herein.
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R. [§ 1318] Authority of Signatories

Each signatory and party hereto hereby warrants and represents to the other party that it has
legal authority and capacity and direction from its principal to enter into this Lease, and that all
resolutions and other actions have been taken so as to enable said signatory to enter into this Lease.

S. [§ 1319] Attorneys' Fees and Legal Expenses

Should any party hereto institute any action or proceeding in court or any arbitration or
similar proceeding to enforce any provision hereof or for damages by reason of any alleged breach
of any provision of this Lease or for any other judicial remedy, the prevailing party(ies) shall be
entitled to receive from the losing party(ies) all reasonable attorneys' fees and all court costs in
connection with said proceedings.

T. [§ 1320] Preparation of Lease

No inference, assumption or presumption shall be drawn from the fact that a party or its
attorney prepared or drafted this Lease. It shall be conclusively presumed that both parties
participated equally in the preparation and drafting of this Lease.

U. [§ 1321] Counterparts

This Lease may be executed in any number of counterparts, each of which shall be original
and all of which shall constitute one and the same document.

V. [§ 1322] Certificates

At any time and from time to time, each party ("Responding Party") agrees to sign and
deliver to the other party ("' Requesting Party") within ten (10) days after receipt of written request
therefor a statement certifying that (a) this Lease is unmodified and in full force and effect (or, if
such is not the case, so stating and setting forth any modifications), (b) that, to the Responding
Party's knowledge, the Requesting Party is not in breach hereunder (or, if such is not the case, so
stating and setting forth any alleged breaches), and (c) any other information reasonably related to
the status of this Lease. Such certification may be conclusively relied on by the Requesting Party,
any Permitted Mortgagee, any equity investor of Lessee, and any title insurance company insuring
title to the Parcels.

W, [§ 1323] Successors and Assigns

Subject to the provisions of this Lease restricting or prohibiting assignment, this Lease shall
be binding on and inure to the benefit of the successors and assigns of the respective parties.
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X. [§ 1324] Joint and Several Liability

If any party consists of more than one person or entity, the liability of each such person or
entity signing this Lease shall be joint and several.

Y. [§ 1325] No Third Party Beneficiaries

This Lease has been made and is made solely for the benefit of the Board and the Lessee and
their respective successors and permitted assigns, and, to the extent provided herein, any Permitted
Mortgagee. Nothing in this Lease is intended to confer any rights or remedies under or by reason
of this Lease on any persons other than the parties to it, any Permitted Mortgagee, and their
respective successors and permitted assigns. Nothing in this Lease is intended to relieve or discharge
the obligation or liability of any third persons to any party to this Lease.

Z. [§ 1326] Adjusted for Inflation

Whenever this Lease provides for a dollar amount to be "Adjusted For Inflation," then
upon the request of either Board or Lessee made not more frequently than every five (5) years during
the Term (including any extension), the specified dollar amount shall be adjusted by the percentage
increase in the Index (as defined below) published nearest preceding the Effective Date of this Lease
and the date when the request for the adjustment was made; provided, however, that in no event shall
such dollar amount be reduced below that originally specified in this Lease or‘as previously adjusted
hereby.

"Index" means the "Consumer Price Index—All Urban Consumers-Los Angeles/Anaheim/
Riverside, California" compiled by the U.S. Department of Labor, Bureau of Labor Statistics, based
on 1982-1984=100 (the "Base"). If the Base should hereafter be changed, then the new base shall be
converted to the Base, and the base as so converted shall be used. If a substantial change is made
in the Index, the revised Index shall be used, subject to such adjustments as may be reasonably
required in order to make the revised Index comparable to the prior Index. If the Bureau of Labor
Statistics ceases to publish the Index, then the successor or most nearly comparable Index, as
mutually approved by the Board and Lessee (which approvals shall not be unreasonably withheld)
shall be used in order to obtain substantially the same result as would be obtained if the Index had
not been discontinued or revised.
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AA.  [§1327] Memorandum of Lease

This Lease shall not be recorded. A Memorandum of this Lease, in the form of Exhibit J
attached, was recorded at Close of Escrow by the Board and Lessee. Upon expiration or earlier
termination of this Lease, Lessee shall execute, acknowledge and deliver to the Board for recording
a quitclaim deed to the Board Land.

"Board" Metropolitan Transit Development Board,
a California public agency also known as the
Metropolitan Transit System

By:
Paul Jablonski, Chief Executive Officer
APPROVED AS TO FORM:
By:
Tiffany L. Lorenzen
General Counsel
"Lessee" Fairfield Grossmont Trolley LLC,

a Delaware limited liability company

By:  Fairfield California Housing Fund LLC,
a Delaware limited liability company,
its Member

By:  FF California Housing Fund LLC,
a Delaware limited liability
company, its Member/Manager

By:

Patrick J. Gavin, Vice President

[Lessee to confirm signature block and provide evidence of authority]
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EXHIBIT A:

EXHIBIT B:

EXHIBIT C

EXHIBIT D:

EXHIBIT E:

EXHIBIT F-1 - F-4:

EXHIBIT G:

EXHIBIT H:

EXHIBITI:

EXHIBIT J:
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Parcel Map

Site Plan

Scope of Development

Final Construction Plans and Drawings
List of Parking Licensees

Rent Calculation Examples

Schedule of Performance

Trolley Parking Construction Phasing Plan

Illustrations of Additional Rent Payable on
Transfer Calculation

Memorandum of Lease
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Exhibit A-1

Legal Description of the Premises

Parcel A

Parcels 1 and 2 of Parcel Map No. filed with the County Recorder
of San Diego County, California, on , 2006 as Document No.
2006~ (the "Parcel Map"),

EXCEPTING AND RESERVING THEREFROM, the area within Parcels 1 and 2
in which the "Trolley Parking Facilities" (as defined in the Lease) are actually
constructed.

Parcel B

A non-exclusive easement for vehicular and pedestrian ingress and egress and for
utilities over the area illustrated and designated within Parcel 3 and Parcel 4 on the
Parcel Map as the "Fire and Access Easement Granted Hereon", which non-exclusive
easement is appurtenant to and for the benefit of each of Parcels 1 and 2 described
in Parcel A above.
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Parcel Map

[To be attached]
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Exhibit B

Site Plan
[To be attached]

(The "Trolley Station" and "Trolley Right of Way" are to be depicted
on the Site Plan per Section 107)
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Scope of Development

[To be attached]
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Exhibit D

Final Construction Plans and Drawings

[To be attached]
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Exhibit E

List of Parking Licensees

[To be attached]




Exhibits F-1 - F-4

Rent Calculation Examples

[To be attached]
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Exhibit G

Construction Schedule

[To be attached]
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Exhibit H

Trolley Parking Construction Phasing Plan

[To be attached]
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Exhibit I

INustrations of Additional Rent Payable on Transfer Calculation

[To be attached]
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Exhibit J

Form of Memorandum of Lease

Recording Requested By:

When Recorded, Mail To:

FAIRFIELD GROSSMONT TROLLEY
LLC

c/o Fairfield Residential LLC

5510 Morehouse Drive, Suite 200

San Diego, CA 92121

Attn: Patrick J. Gavin

SPACE ABOVE THIS LINE FOR RECORDER'S USE ONLY

MEMORANDUM OF GROUND LEASE

THIS MEMORANDUM OF GROUND LEASE (this "Memorandum") is made and entered
into as of the day of , 2006 ("Effective Date"), [date of Close of Escrow
under the DDA to be inserted by Escrow Holder], between THE METROPOLITAN TRANSIT
DEVELOPMENT BOARD, a California public agency also known as the Metropolitan Transit
System (the "Board") and FAIRFIELD GROSSMONT TROLLEY LLC, a Delaware limited liability
company ("Lessee").

1. Lease of Premises. Board has leased to Lessee, and Lessee has leased from Board
that certain real property located in the City of La Mesa, County of San Diego, State of California,
legally described on Exhibit "A" attached hereto and incorporated herein by reference (the
"Premises") pursuant to and on the terms and provisions of that certain Ground Lease dated as of
the Effective Date (the "Lease"). The provisions of the Lease are incorporated into this
Memorandum by this reference as if set out in full herein.

2. Initial Term. The initial term of the lease shall commence on the Effective Date and
shall expire at midnight on the earlier of: (a) June 30, 2065, and (b) fifty- five (55) years following
the "Affordable Occupancy Date" (as hereinafter defined). The term "Affordable Occupancy Date"
shall mean the date on which the certificate of occupancy or other document authorizing occupancy
has been issued by the City of La Mesa (the "City") for the last "Affordable Unit" as such term is
defined in the Affordable Housing Agreement {Grossmont Station Transit-Oriented Development
Project} dated as of September 27, 2005 between Lessee and the City, as amended.

3. Options to Extend Term. Lessee has an option to extend the initial Term for an
additional twenty (20) years (the "First Extended Term") and, if the First Extended Term is timely
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and properly exercised by Lessee, an option to further extend the Term for a term ending on the 99th
anniversary of the Effective Date, all on the terms and conditions set forth in the Lease.

4. Purpose of Memorandum. This Memorandum is prepared and executed for the
purpose of recordation and in no way modifies the terms and provisions of the Lease. In the event
of any inconsistency between the terms of the Lease and the terms of this Memorandum, the terms
of the Lease shall prevail. '

IN WITNESS WHEREOF, the parties have executed this Memorandum of Ground Lease
as of the day and year first above written.

"Board" Metropolitan Transit Development Board,
a California public agency also known as the
Metropolitan Transit System

By:
Paul Jablonski, Chief Executive Officer
APPROVED AS TO FORM:
By:
Tiffany L. Lorenzen
General Counsel
"Lessee" Fairfield Grossmont Trolley LLC,

a Delaware limited liability company

By: F airfield California Housing Fund LLC,
a Delaware limited liability company,
its Member

By:  FF California Housing Fund LLC,
a Delaware limited liability
company, its Member/Manager

By:

Patrick J. Gavin, Vice President

MTDB Fairfield Grossmont
lease. Tapr06.wpd 4/7/06

C-103



STATE OF CALIFORNIA )
)

: sS.
COUNTY OF SAN DIEGO )

On , , before me, ,
Notary Public in and for said State, personally appeared

)

personally known to me (or proved to me on the basis of satisfactory evidence) to be the person(s)
whose name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they
executed the same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on
the instrument, the person(s), or the entity upon behalf of which the person(s) acted, executed the
instrument.

WITNESS my hand and official seal.

Signature : (Seal)

STATE OF CALIFORNIA )
' ) ss.
COUNTY OF SAN DIEGO )

On R , before me, ,
Notary Public in and for said State, personally appeared

personally known to me (or proved to me on the basis of satisfactory evidence) to be the person(s)
whose name(s) is/are subscribed to the within instrument and acknowledged to me that he/she/they
executed the same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on
the instrument, the person(s), or the entity upon behalf of which the person(s) acted, executed the
instrument.

WITNESS my hand and official seal.

Signature (Seal)
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COMPLETE APPRAISAL OF REAL PROPERTY

Grossmont Trolley Apartment Site
Southeast & Southwest corner of Fletcher Parkway and Grossmont Center Drive
La Mesa, San Diego County, California

in a Self-Contained Report
As of March 15, 2006
Prepared For:

Fairfield Residential

5510 Morehouse Drive, Suite 200
San Diego, CA 92121

Prepared By:

Cushman & Wakefield of California, inc.
Valuation Advisory Services

1920 Main Street, Suite 600

Irvine, California 92614

C&W File ID#: 06-32001-8092

Att. D, Al 30, 4/27/06, LEG 460

VALUATION SERVICES ADVISORY GROUP
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illy CUSHMAN &
kazy WAKEFIELD.

Cushman & Wakefield of
Californin, Inc.

1920 Main Street, Snite GO0
hivine. Catifornia 92654
(149 4754004 10l

(D) AT4-0792 Fax

wuny CIIS'I\\'EI&L’.C\?H\

March 23, 2006

Mr. Jack Feehan

Grossmont Trolley Apartment Site
5510 Morehouse Drive, Suite 200
San Diego, CA 92121

Re:  Complete Appraisal
In a Self Contained Report
Grossmont Trolley Apartment Site
SEC & SWC of Fletcher Parkway and Grossmont Center Drive
La Mesa, San Diego County, Califarnia

Dear Mr. Feehan:

In fulfillment of cur agreement as outlined in the Letler. of Engagement, Cushman & Wakefield of
California, Inc. is pleased to transmit our complete, self-contained appraisal report on the property
referenced above.

The value opinion reported below is qualified by certain assumptions, limiting conditions,
certifications, and definitions, which are set forth in the report. We particularly call your attention to
the following extraordinary and hypothetical conditions:

Extraordinary Assumptions:  This appraisal employs no extraordinary assumplions.

Hypothetical Conditions: This appraisal employs no hypothetical conditions.

This report was prepared for Fairfield Residential LLC, herein referred to as "Client”. In addition,
the San Diego Metropolitan Transit Development Board (MTDB) is an intended user and may also
rely upon this appraisal report. The appraisal report has been prepared in accordance with the
Uniform Standards of Professional Appraisal Practice. The property was inspected by and the
report was prepared by Neil A. Clark, MAL.

This appraisal employs the appropriate approaches to value in order to provide a reasonable
estimate of land value for the fee simple and leased fee estate (subject to long-term ground lease).
Based on our analysis and knowledge of the subject property type and relevant investor profiles, it
is our opinion that all approaches would be considered meaningfut in developing a credible value
conclusion.
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Mr. Feehan
March 23, 2006
Page Two

Based on our complete appraisal as defined by the Uniform Standards of Professional Appraisal
Practice of the Appraisal Foundation, we have formed an opinion that the as is market value of the
fee simple estate in the referenced property, subject to the attached assumptions, limiting
conditions, certifications, and definitions, as of March 15, 20086, is:

THIRTEEN MILLION TWO HUNDRED THOUSAND DOLLARS
$13,200,000

Based on our complete appraisal as defined by the Uniform Standards of Professional Appraisal
Practice of the Appraisal Foundation, we have formed an opinion that the market value of the
leased fee estate in the referenced property, subject to the attached assumptions, limiting
conditions, certifications, and definitions, as of March 15, 20086, is:

THIRTEEN MILLION FOUR HUNDRED THOUSAND DOLLARS
$13,400,000

It should be noted, the leased fee and fee simple value conclusions are similar; thus, the
subject’s ground lease terms are considered to be market supported and reasonable. The
leased fee value reflects the discounted present value of the projected payments made
during the ground lease term; the leased fee value represents a reasonable estimate of the
total consideration paid which is considered not less than the fair market rent.

In our opinion, at our concluded estimate of value, it would have taken approximately six months
to market the subject property and achieve a closed sale on the date of value. This is the subject's
“exposure time", or retrospective marketing time. If placed on the market on the date of value, we
estimate a marketing time of three to six months after the date of value to achieve a closed sale.
This is the subject's "markeling time". However, the reader is cautioned that changes in market
conditions could affect the subject's value during the prospective marketing period. The reasoning
and data supporting our value opinions and marketing period estimate are included in the attached
report.

This letter is invalid as an opinion of value if detached from the report, which contains the text,
exhibits, and an Addenda.

Respectfully submitted,

CUSHMAN & WAKEFIELD OF CALIFORNIA, INC.
Valuation Advisory Services

Nt 0. Clark.

Neil A. Clark, MAI
Director .
California Certified Appraiser No. AG002213
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Summary of Salient Facts and Conclusions

—_— -
Property Name: Grossmont Trolley Apartment Site
Location: Southeast & Southwest corner of Fletcher Parkway

General Overview:

Year Built:

Assessor's Parcel Number:

Interest Appraised:
Date of Value:
Date of Inspection:

Ownership:

Land Area:

2004/05 Property Taxes:

Zoning:

Highest and Best Use
If Vacant:
As Proposed:

Value Indicators:
Fee Simple:
Leased Fee:

Fee Simple Value Conclusion:
Leased Fee Value Conclusion:
Estimated Exposure Period:

Assumptions and Limiting Conditions:

and Grossmont Center Drive
La Mesa, San Diego County, California

The property appraised consists of a planned 527
unit apartment development site on 7.7+ acres of
land. Project amenities include garage parking

clubhouse, business & fitness center, pool, spa and
controlled gate access.

Proposed (estimated completion 2008/09)

490-270-23, 25, 39, 40

Fee Simple and Leased Fee

March 15, 2006

March 15, 2006

San Diego Mass Transit District (leased fee);
Fairfield Residential (leasehold interest subject to

completion of planned improvements).

7.7 + gross acres or 335,412 sf

$420,102 (includes fixed assessments)

Multi-family Residential,
City of San Diego

immediate multi-family residential development
immediate development for multi-family residential
$13,200,000

$13,400,000

$13,200,000

$13,400,000

Three to six months
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Summary of Salient Facts and Conclusions

1. All building areas are based upon review of site and floor plans provided by property manager.
This appraisal assumes that these figures are accurate.

2. Please refer to the complete list of assumptions and fimiting conditions included in this report.
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INTRODUCTION

identification of Property

The subject property represents a planned 527-unit luxury apartment complex. The property is
situated at the corner of Fletcher Parkway and Grossmont Center Drive in the city of La Mesa, San
Diego, California.

Property Ownership and Recent History

According to the public records, the subject property is currently vested in San Diego Mass Transit
District. The property is planned to be leased to Fairfield Residential, LLC on a long-term ground
lease for 55 years with additional options thereafter. To the best of our knowledge, the property is
not currently listed for sale and there have been no other transfers of ownership during the past
three years.

Purpose and intended Use of the Appraisal

The purpose of this appraisal is to provide an estimate of the market value of the fee simple
estate, which represents the As-Is Value Estimate in the referenced real property. In addition, we
have estimated the leased fee estate (subject to a long-term ground lease). The intended use of
the appraisal is to assist the client for internal asset review purposes.

This report was prepared for Fairfield Residential, LL.C, herein referred to as "Client”. As such, we
agree that it may be relied upon by the client or MTDB (Metropalitan Transit Development Board).
Otherwise, it may not be distributed to or relied upon by other persons or entities without written
permission of Cushman & Wakefield of California, Inc.

Scope of the Appraisal

This is a complete appraisal which is being presented in a self-contained reporting format. A
complete appraisal is one which meets all the requirements of the Uniform Standards of
Professional Appraisal Practice for the development of an appraisal of real property. A self-
contained reporting format fully describes the extent of the appraisal process including: the extent
of describing the various regional and local influences upon the property’s value; the extent of our
physical inspection of the property; and the process of collecting, verifying, and analyzing the
market data relied upon in this report. Summarized, the extent of the appraisal process included:

» Analysis of various state, regional, and local influences upon the subject property’s market
value.

» Areview of the San Diego County and San Diego apartment markets.
A complete inspection of the subject property and a review of proposed site and floor plans.
Rely upon comparable apartment complex sales within the subject property's competitive
submarket or among other similar areas for purposes of deriving an appropriate cap rate.
developing a value estimate via the Sales Comparison Approach.

o Review of development costs, subject property proforma operating information including
income and expense information and planned construction and occupancy schedule.

» Selection and analysis of comparable land sales in connection with estimating land value.

e Correlation of market derived income and expense information with the subject's proforma
income and expenses for purposes of estimating net operating income.

o Development of value estimates via the Income Capitalization Approach, including the direct
capitalization.

+ Estimate a stabilized value via the Income Capitalization and Cost Approach in order to derive
a residual land value
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Introduction

o Perform a discounted cash flow of the ground rent payments in order to estimate a leased fee
value.

» Reconciliation of a final value estimate based upon consideration of the quantity and quality of
data within the approaches applied and upon the approach most likely to be applied by a
typical investor.

Various sections of this report require additional discussion of the scope and extent of the
processes applied here. Where necessary and appropriate further explanation is provided
throughout the report.

Date of Value and Property Inspection

The date of value of this report is March 15, 2006. The date the property was inspected by Neil A.
Clark, MAl was on March 15, 2006. The term “date of value" is synonymous with the term
“‘effective date of appraisal.”

Property Rights Appraised
The property rights appraised are those of the fee simple and leased fee estate. Upon execution
of the ground lease document, the subject property will be subject to a long-term ground lease.

Definitions of Value, Interest Appraised, and Other Pertinent Terms
The definition of market value taken from the Uniform Standards of Professional Appraisal
Practice is as follows:

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 is this definition is the consummation of a sale as of a specified date and the
passing of title from seller to buyer under conditions whereby:

1. Buyer and seller are typically motivated;

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

3.  Areasonable time is allowed for exposure in the open market;

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

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

Definitions of pertinent terms taken from the Dictionary of Real Estate Appraisal, Third Edition
(1993), published by the American institute of Real Estate Appraisers, are as follows:

Market Rent

The rental income that a property would most probably command in the open market;
indicated by current rents paid and asked for comparable space as of the date of the
appraisal.
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Cash Equivalent '

A price expressed in terms of cash, as distinguished from a price expressed totally or
partly in terms of the face amounts of notes or other securities that cannot be sold at
their face amounts.

Exposure Time

Under Paragraph 3 of the Definition of Market Value, the value estimate presumes that
"A reasonable time is allowed for exposure in the open market". Exposure time is
defined as the estimated length of time the property interest being appraised would
have been offered on the market prior to the hypothetical consummation of a sale at the
market value on the effective date of the appraisal. Exposure time is presumed to
precede the effective date of the appraisal.

Marketing Time

Marketing time is, "an estimate of the time that might be required to sell a real property
interest at the appraised value. |t includes the time to market the property and achieve
a closed sale. Marketing time is presumed to start on the effective date of the appraisal.
(Marketing time is subsequent to the effective date of the appraisal and exposure time
is presumed to precede the effective date of the appraisal.)

The estimate of marketing time uses some of the same data analyzed in the process of
estimating reasonable exposure time. It is our opinion based on market conditions as of
the date of value, and is not intended to be a prediction of a date of sale."

Legal Description

According to public records, the property is identified as:

The subject is referred o as assessor parce!l numbers 490-270-23, 25, 39 & 40.
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REGIONAL ANALYSIS

The subject property is located in the City of La Mesa within San Diego County, California. The
following discussion of the locational influences on the subject's value is divided into state, county,
and local analyses. An apartment market analysis then follows this discussion.

California's Economy

California endured a deep recession between 1991 and 1993. Between 1994 and 1996,
California's economy experienced a mild and uneven recovery. From 1997 to 2000 the state
experienced a period of strong economic growth in almaost every sector of its economy. During
the tast few years, the national economy has slowed and major investment markets have
incurred losses. These losses have been significant in the high technology and dot com
industries; and less significant throughout the other segments of the economy.

During this time, California also faced an “energy crunch,” with increasing energy prices and
occasional blackouts. As a result, economic growth slowed during 2001. Prior to the September
11th terrorist attacks, most economists expected that California would show a small rate of
growth for the year. Most economic forecasts project modest economic growth, although some
economists fear a national and global recession may be coming.

Recent employment trends have followed a pattern similar to California's general economic
trends. Total employment has grown significantly since the 1991-1993 recession. As a result,
the state’s unemployment rate had dropped steadily from 1993 to 2000. The state's
employment growth is threatened by a slower national economy, dot com mergers and
bankruptcies, and a lack of energy supplies; aithough prior to September 11 most economists
were forecasting only a mild, short term impact.

California’s population grew by about six million during the 1980s and by nearly four million
during the 1990s. Additionally, the state's gross product is larger than all but five nations. The
state's gross product is larger than any other state and represents 13 percent of the U.S. gross
national product. Based on these trends, California’s economy is expected to have a mildly
positively influence on the subject's real estate demand during the rest of 2006, and beyond.
However, it remains to be seen if negative national trends will override the state’s positive
influences.

California endured a deep recession between 1991 and 1993. Between 1994 and 1996,
California's economy experienced a mild and uneven recovery. From 1997 to 2000 the state
experienced a period of strong economic growth in almost every sector of its economy. During the
last few years, the national economy has slowed and major investment markets have incurred
losses. These losses have been significant in the high technology and dot com industries; and
less significant throughout the other segments of the economy.

San Diego County

San Diego County is located in the southwesterly portion of the State of California, and is
bounded on the north by the Counties of Orange and Riverside, on the east by Imperial County,
on the south by Mexico, and on the west by the Pacific Ocean. San Diego County is comprised
of 18 incorporated cities and 33 unincorporated communities, and covers an area of 4,255
square miles. Its topography is a broad coastal plan (where urbanization has occurred), with
hills in the central portion and desert area to the east. The urbanized areas of the county enjoy
a Mediterranean climate which is one of the finest in the country.

San Diego County's economy has experienced some slowing during the past 12 to 18 months,
but is slowly rebounding and performing slightly better than the state. San Diego County
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Regional Analysis

advantages versus the state include disproportionately high population growth, numerous fourist
destinations, and innovative transportation systems. However, San Diego was unusually hard
hit by financial institution failures, construction layoffs, and defense spending cuts during the
1990-93 recession. San Diego also has a reputation for comparatively high housing costs.
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Regional Analysis

Population Characteristics: Already Large with Strong Projected Growth

San Diego County ranks second in population among California's 58 counties. The January
2000 population estimate for the county was 2,911,500 (per the California Department of
Finance). The recent and projected population trends in the five largest counties in Southern
California are listed below. The county’s large and growing population base is a positive factor
for future real estate demand.

SOUTHERN CALIFORNIA'S LARGEST COUNTIES' | POPULATIONS

Population 1990-2007 Percent

Rank 1990 2002 2007 ____ Increase __ Increase |
1 | Los Angeles 8,863,164 | 9,529,721 | 10,050,616 | 520,895 .

2 San Diego 2,498,016 | 2,851,434 | 3,088,562 237,128 8.3%

3 Orange 2,410,556 | 2,783,874 | 2,956,625 172,751 6.2%

4 San Bernardino 1,418,380 | 1,671,618 | 1,795,564 123,946 7.4%

5 Riverside 1,170,413 | 1,600,822 | 1,748,602 147,780 9.2%

6 Ventura 669,016 746,434 793,674 47,240 6.3%

Source: Claritas Inc.

The County Transportation Network is Improving and Expanding

Transportation facilities in the county include a growing freeway network, an international
airport, public bus services, Amtrak passenger rail service, several freight rail lines, and deep
water ports. The county is contemplating relocating its main commercial airport and expanding
it o provide international service. The county has immediate access to all major modes of
transportation, which is a very positive factor for the county’s real estate.

Like most of Southern California, San Diego County suffers from rush hour freeway congestion.
However, compared to the state’'s other urbanized areas, rush hour commute times are low.
This is due to the county’s well planned and expanding freeway network, and other unique
transportation solutions.

The county’s unique transportation facilities include “reversible flow” lanes within interstate 15,
an expansive and growing trolley system that is centered downtown, and proposed light rail
commuter service to Los Angeles. The county's transportation network is considered to be a
very positive factor for real estate demand.

County Employment

As of December 2005, the county's total civilian employment was 1,447,800. San Dlego County
has a lower unemployment rate than the state or nation. As of December 2005, the county
unemployment rate was 3.6 percent versus 4.8 percent for California. The county’s recent
unemployment rates have remained low since the end of the recession. Overall, the county's
employment picture is a positive factor for the county's real estale demand

County Commerce

in descending order of size, the county’s economic base is anchored by manufacturing, defense
spending, and tourism. Manufacturing industries are strong and benefiting from international
trade. The county is steadily diversifying away from defense-related industries, which were hard
hit in the 1990-93 recession. San Diego County’s tourism figures continue to provide a positive
impact on the economy. Military spending is also a significant part of San Diego's economy.
No significant bases are to be closed or realigned in San Diego County, which will help support
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Regional Analysis

the present level of military spending. Overall, the county’s diversifying economic base is
considered a positive factor for future real estate demand.

County Education, Recreation and Culture

San Diego County is home to the San Diego campus of the University of California, San Diego
State University, several junior colleges, and several private and specialized colleges. The
county has over 175 public beaches, recreation centers and parks, as well as several public golf
courses. Outdoor activities are an integral part of the San Diego lifestyle.

Amusement centers such as the San Diego Zoo, San Diego Wild Animal Park and Sea World
are also located in San Diego County. Performing arts are available in downtown San Diego,
civic centers, and private theaters throughout the county. The county is also home to museums,
San Diego Jack Murphy Stadium, a sports arena, etc. The county’s abundance of educational,
recreational and cultural opportunities is a positive factor for real estate demand.

A Managed Growth County Political Environment

San Diego County residents have historically been viewed as pro-business, pro-growth and
anti-tax. However, the county’s rapid growth during the 1980s affected the county's political
outlook. In the late 1980s, several slow growth initiatives were placed on county ballots. All
were defeated, but a significant public sentiment remains for growth management. In general,
residents have consistently resisted passing initiatives that could restrict growth to the point that
it would be harmful to the county’s economy. However, citizens often elect “slow growth” and
“managed growth” county supervisors and city council members.

San Diego County imports the vast majority of its water from the Metropolitan Water District
(MWD), which supplies much of Southern California. During the 1990-91 drought, the MWD
considered delivery cutbacks. San Diego's County Water Authority urged conservation, but was
not forced to restrict supplies. Future droughts could affect the county's economy. San Diego
County has few natural sources of fresh water. However, the county is actively seeking
alternative sources of water supplies. Overall, San Diego is less resistant to droughts than most
urbanized areas of California.

Conclusion

Similar to California as a whole, San Diego County saw unprecedented drops in real estate
values and market activity from 1990 to 1994. The degree of value decline varied by location
and property type, but all real estate was affected. 1997 through early 2001 were positive years
for the county's economy with continued positive overall economic conditions predicted for
2006. However, real estate demand will vary greatly by product type. Please refer to our
market analysis section for a supply and demand analysis for the subject.

City of San Diego

The purpose of this section of the report is to analyze those relevant influences which either
favorably or adversely affect the subject property's market value.  Those aspects of the
community’s population, government, employment, and other social or economic influences
which are relevant to the subject are referenced here.

San Diego County includes fewer than 20 incorporated cities. By virtue of its size and diversity,
the city of San Diego dominates the county’s commerce and culture. The city has about half of
the county’s population. The city is also geographically large, consisting of over 400 square
miles.
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Regional Analysis

San Diego has an estimated population of 1.2 million. The city is ranked as the state's second
most populated city. It is also the nation's sixth most populated city. The city's growth corridors
are iocated to the north and east. The Pacific Ocean is to the west, and other incorporated
cities are to the south. The city has ample land for future expansion.

The city is accessed by the county’s three regional freeways: Interstate 5, Interstate 8, and
Interstate 15. As a result, the city has good regional access characteristics. Local access is
provided by numerous primary/secondary roads, the trolleys, bus services, local roads and
freeways, etc. which provide convenient access within the city. The future light rail system will
serve the city's regional public transportation need along with Amtrak, both of which service
downtown.  Other transportation modes include air transportation via the San Diego
International Airport, and freight transportation via the Southern Pacific Railroad. Qverall, the
city's transportation network is a positive factor for the subject real estate.

San Diego is a city of mixed land uses. Most of the city consists of public vacant uses. The
privately developed areas are mostly residential uses (20.7 percent of the city’s area), with 10.1
percent devoted to agricultural uses. Industrial and commercial developments occupy 3.6 and
3.0 percent of the city, respectively. The cily's concentrated industrial areas are north of
downtown, in the submarkets Miramar and Kearny Mesa.

San Diego has a very diverse economic base. The largest segments are retail and wholesale
trades, foliowed by professional services and manufacturing. The San Diego Chamber of
Commerce predicts that telecommunications, biotechnology, software development and
electronics will be San Diego's leading industries over the next five years. Technology based
firms are attracted to San Diego for its highly educated work force (25% of population hold
undergraduate degrees), its advanced telecommunication infrastructure (75,000 miles of
underground fiber optic cable), and research capabilities (five universities including the highly
esteemed University of California San Diego (UCSD)).

In recent years, telecommunications has been San Diego's fastest growing industry. San Diego
is the nation's second leading center of communications research and development. Over
sevenly telecommunication firms currently exist. A few of the firms include: Qualcomm,
General Instrumenis and Datron Systems. Most of these firms are situated in Sorrento Valley,
which is better known locally as the "Telecom Valley". The Sorrento Valley/Sorrento Mesa
subareas are San Diego’'s premiere R&D locations which have the highest R&D property
values.

San Diego is strategically iocated for international commerce. San Diego's proximity to Mexico
and the Pacific Rim provides a distinct advantage to the region's economic activity. World Trade
magazine indicated that the greater San Diego area is one of the top ten regions for
international business. To promote international business a World Trade Center was recently
opened in downtown San Diego to assist importers and exporters.

Additionally, the recent passages of NAFTA and GATT have propelled international trade in San
Diego. Most notably, trade volume with Mexico has increased two-fold and is expected to
continue increasing; this, in turn, increases economic and employment growth. International
companies are realizing the benefits of nearby low cost labor available in Tijuana (Mexico's
fourth largest city), and many have split operations in Mexico and the U.S. (San Diego) through
the maquiladora program. The result has been a strong demand for twin industrial facilities in
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Regional Analysis

the Otay Mesa (San Diego, CA) area and Tijuana (Mexico). This has positively influenced the
industrial real estate market in these areas.

Local and international businesses in San Diego benefit from a large pool of well educated
warkers. Over 25 percent of the population holds an undergraduate degree. This highly
educated workforce earns a median income of about $50,000, which is significantly more than
the national average. San Diego business is well positioned for growth into the next millennium.

San Diego is also considered a tourist and business destination point. The city has a new
convention center, an international airport, the world famous San Diego Zoo, Sea World, a
downtown commercial district, an old town area known as the gaslight district which offers
boutique shopping and fine dining restaurants, numerous spas and resorts (e.g. La Costa,
Coronado, etc.), world class golf courses, miles of public beaches, etc.

Similar to the County as a whole, the City of San Diego has a managed growth political position.

In November 1992, the city elected a "managed growth” mayor over a "slow growth” candidate
in a close race. Several slow growth citizens’' initiatives have been defeated in the last few
years. The city council has enacted temporary growth caps in the past, although there are no
caps in effect at present. In general, the city's council and iplanners review projects on an
individual basis. Acceptably planned projects do receive permits, and the city will grant large
projects “development agreements”, to protect development rights over time.

City services include a typical public school system, police and fire services, etc. The city has
several hospitals, five regional shopping malls and numerous shopping centers, and several
first rate universities including the University of California San Diego. Overall, San Diego has a
reputation as a large-sized, diverse, middle class city in San Diego County.

City of La Mesa

The purpose of this section of the report is to analyze those relevant influences which either
favorably or adversely affect the subject property's market value. Those aspects of the
community’s population, government, employment, and other social or economic influences
which are relevant to the subject are referenced here.

La Mesa has an estimated population of approximately 56,000 as of 2004. La Mesa is the ninth
largest city in terms of population within San Diego County. The average rate of growth since
1991 has been approximately 1% per year; the population growth is somewhat limited due to
the lack of land available for residential development. The City of San Diego is located to the
north and west, El Cajon is situated to the east and Lemon Grove and other unincorporated
communities are located to the south.

The city is accessed by Interstate 8 which represents one the county’s three regional freeways:
Interstate 5, Interstate 8, and Interstate 15. In addition, La Mesa is accessed by Highway 125.
As a result, the city has good regional access characteristics. lLocal access is provided by
numerous primary/secondary roads, the trolleys, bus services, local roads and freeways, efc.
which provide convenient access within the city. The Trolley light rail system also serves the

. city's regional public transportation and provides convenient access to San Diego State

University, Mission Valley and Downtown San Diego. Other transportation modes within
reasonable proximity include air transportation via the San Diego Internationa! Airport, and
freight transportation via the Southern Pacific Railroad. Overall, the city's transportation
network is a positive factor for the subject real estate. ‘
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Regional Analysis

City services include a typical public school system, police and fire services, etc. The city has
nearby hospitals, regional shopping malls and numerous shopping centers. In addition, several
first rate universities are located within convenient proximity including the San Diego State
University and Grossmont College. Overall, La Mesa has a reputation as a medium-sized,
diverse, middle class city in San Diego County.

Conclusion

The City of La Mesa is located in the eastern/central portion of San Diego County with access to
major highways in the area; this is an important positive attribute which should continue to make
this a desirable area over the foreseeable future. In addition, the county has a significant
residential population, with household and per capita income levels that are comparable or
superior to the corresponding figures for the State of California. Over the past several years,
the employment base in San Diego County has changed as the aerospace/defense industry has
downsized while the sectors of telecommunications, biotechnology, heaith care, and
international trade have experienced significant new growth.
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LOCATIONAL ANALYSIS

Neighborhood Influences

The subject property is located in the inland area of San Diego, in the City of La Mesa. The
property is situated at the intersection of Fletcher Parkway and Grossmont Center Dirve, and can
be found on both sides of the intersection (the southeast and southwest corners). The immediate
neighborhood boundaries are generally defined by Dallas Street to the north, Interstate 8 to the
south, the 125 Freeway to the east and Jackson Drive to the west.

This immediate area is comprised of mixed uses, primarily residential (single family,
condominiums and apartments) with commercial and retail uses located along major arterial
streets. Immediately south of the subject site is Village Trolley Station and to the east is an
office building. To the west is a retail property {theater) and to the north is generally older (well-
maintained) multi and single family homes.

The subject area has convenient proximity to employment, shopping, services and recreational
activities. Due to the close proximity to transportation linkages, the City of La Mesa is considered
a desirable residential area. Access to the subject area is considered good; the subject site is
afforded goad arterial street access and convenient proximity to freeways.

Relevant Factors
The key influencing factors relative to the subject property due to its locational attributes are as
follows;

» The population within La Mesa and the subject's immediate area (five mile radius) is
55,079 people. Over the next five year pericd {through year 2009), population is
projected to grow by 0.24 percent. This projected increase in population will favorably
impact the subject property.

» The subject's location is considered to be good and improving within the area. It is
situated in a central portion of San Diego County known as La Mesa. The subject site
benefits from convenient access to employment centers and freeway access.

s The 2004 average household income within a five mile radius was $60,343. The
average median household income level in the subject area (5 mile radius) was
$46,968. The 2004 average household income within a five mile radius is projected to
increase by 14.42% by 2009.

¢ In summary, the subject's immediate area represents a community with a mixture of
residential and commercial uses with convenient proximity to employment, shopping,
services and recreational amenities. Given the expected population, employment and
income growth in the community, city and county, the subject's location is expected to
be a good apariment location over the short and fong term. Further, the continuing
development of the area and demand for quality residential housing is anticipated to
have a positive impact on the subject's immediate area over the next several years.
Consequently, demand for a quality muiti-family project in the subject's area is
expected to remain strong.

Conclusion
The subject is situated in the City of La Mesa in San Diego County. The area's centralized
location, together with a diversified employment base, has a significant role in the continued
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Locational Analysis

commercial and residential development of the area. Convenient access to major highways in
the area is an important positive attribute which should continue to make this a desirable area
over the foreseeable future. The community is conveniently located to employment, shopping,
services, and recreational facilities. Given the expected population, employment and income
growth in the La Mesa and San Diego area, the subject's location is expected to be a good site for
multi-family residential. Overall, demand for muiti-family residential (apartments) in the area is
expected to remain strong. The long-term trend of this neighborhood is considered to be
positive.
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APARTMENT MARKET ANALYSIS

Multi-Family Investor Demand

The subject property represents a planned 527 unit luxury apartment complex that is good in
quality, design and appeal. Demand for such projects in San Diego County varies, depending
upon location. For those projects located near the coastal or centralized suburban areas there is
significant investor demand. This demand is being generated by REITs, pension funds, insurance
companies, and other institutional buyers. Depending upon demographics and construction date,
large scale complexes (100+ units) in this category are selling at overall capitalization rates of from
5.0 to 6.0 percent and at discount rates of from to percent. In addition to concern with the
immediate cash flow potential of a property, typical investors for the subject property type are
making long term investment forecasts in terms of making cash flow projections over a 5 or 10
year holding period. Institutional investors are primarily concerned with asset quality and long
term income growth potential. Considering the subject is an existing good quality project, the
subject property would more than likely sell to an institutional investor. The subject’s desirable
apartment location is anticipated to generate strong resident and investor demand.

San Diego County Apartment Market

San Diego County's apartment market is remaining strong in several key areas including
occupancy levels, rental rates, and demand for vacant land. This is particularly the case for larger
complexes with coastal or downtown proximity and for projects in newly developed suburban
areas. The subject property is located in the City of La Mesa which is considered a desirable area
due to its location, pleasant climate, urban residential character, and close proximity to major
employment centers and recreational areas. In order to analyze the long term trend within San
Diego County's apartment market we reviewed information provided by San Diego County
Apartment Association (SDCAA) and Real Facts (a market research company which provides
quarterly apartment market surveys). The following information is based upon the SDCAA -
Vacancy Survey.

San Diego County
Apartment Market Vacancy Levels: 1991 to 2005

Year Vacancy
1991 7.36%
1992 4.88%
1993 5.50%
1994 5.87%
1995 4.96%
1996 4.0%
1997 3.8%
1998 3.4%
1999 2.0%
2000 1.6%
2001 2.0%
2002 2.8%
2003 3.1%
2004 5.4%
2005 52%

The data from the survey provides a clear indication of the strong market conditions and
occupancy trends countywide. Our primary research indicates that, as noted previously,
occupancy levels among key submarkets are improving substantially. In fact, some properties
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Apartment Market Analysis

in desirable areas like the La Jolla/University City, Mission Valley and the downtown submarkets
have experienced strong tenant demand for available units. Most submarkets have also
experienced strong demand and rising rents (albeit more moderate rent growth in the past 12
months). According to information obtained from Real Facts, a market research firm, the overall
occupancy rate for 100+ unit apartment projects in the City of San Diego as of the 4th Quarter
of 2005 was 94.8 percent based upon nearly 95,635 units surveyed. The decrease in
occupancy rates is primarily due to new apartment construction in the University City area,
Mission Valley and Downtown San Diego.

La Mesa Submarket

in order to assess current demand in the San Diego submarket we consulted the Real Facts
December 2005 survey (which was referenced previously) and the San Diego County
Apartment Association (SDCAA). The overall vacancy rates for the City of La Mesa are currently
reported at approximately 3.3% as of the 4™ Quarter of 2005. The rental rates have been
steadily increased in the San Diego area during the past 12 to 24 months. Based upon our
survey of properties, the average rental rates have increased 2 to 4 percent per year during the
past two years. The overall occupancy rate and rental rate trend is a good indication of the
overall demand within the subject market area.

Several important topics which relate directly to the subject. First, many of the rental projects in
the area were constructed during the late 1970's and 1980's and represent well maintained
projects, but are inferior in appeal and overall quality/construction. Second, with limited new
apariment development in the general market area, the occupancy rates for most of the
apartment projects remain high with rental rates increasing modestly in the past year. Based on
the current occupancy rates, it is evident that the subject’'s immediate submarket is in strong
demand. As will be discussed later in the income capitalization approach, the subject project is
anticipated to compete effectively with the above projects due to the subject's age, location,
quality and project/unit amenities.

There is one new recently completed apartment project that is located a few miles away (City of
San Diego) and is known as Canyon View Apartments (183 units built in 2002). Other rental
properties in the market area include Mission Trails (208 unif built in 1987), Fletcher Hills (138
units built in 1973), Heatherwood Apartments (155 units built in 1970's) and Villages of La Mesa
(384 units built in 1988/89). According to the City of La Mesa, the subject property is the only
large apartment project that is currently planned (527 units) to be developed along the Trolley
line. We are not aware of any other planned or proposed apartment projects (100+ units) that
will directly or indirectly compete with the subject property. Given the limited remaining supply of
multi-family fand within the La Mesa area, demand exceeds the current supply. Overall,
occupancy rates remain relatively high and demand for apartments within La Mesa is strong
with increasing rent levels. Overall demand is considered to be strong in the near term.

Conclusion

As a whole San Diego County’s apartment market has remained reasonably strong, particularly
in desirable coastal or well located infill locations. Within these markets there is strong
investment demand. As the county’s economy slowly improves, most buyers are anticipating
continued high occupancy rates and modestly increasing rents. The subject property should
perform consistent with the market and generate strong tenant and investor demand.
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PROPERTY DESCRIPTION

Site Description

Location:

Shape:

Area:

Frontage:

Topography/Terrain:

Street Improvements:

Soil Conditions:

Utilities and Services:

Land Use Restrictions:

The subject site is located at the southeast and southwest
corner Fletcher Parkway, and Grossmont Center Drive (on
both sides of Grossmont Center Drive). The site is located
in the City of La Mesa, in San Diego, California.

Based upon a review of the site plan (included in the
Addenda), the site is irregular in shape and considered to
have good functional utility for multi-family uses.

Based upon a review of public records, the entire subject
site has a gross area of 7.7 acres.

Street frontage is good for a multi-family uses; the subject
fronts Fletcher Parkway and is intersected by Grossmont
Center Drive.

The site represents a mostly level site at (or near) street
grade. The site is engineered with adequate sheet flow
drainage.

The subject's sireet frontage and access benefit the
property from a leasing standpoint by providing convenient
access to Fletcher Parkway (east/west arterial road) that
provides access to Grossmont Center Drive, and parallels
the San Diego Interstate 8 Freeway. Street improvements
include curb, gutter, and streetlights. Utilities are below
ground. Fletcher Parkway provides three traffic lanes in
each direction. Grossmont Center Drive provides two traffic
lanes in each direction. The subject property is considered
to have good ingress/egress.

We did not receive or review a geotechnical or soil report.
We assume that the soil's load-bearing capacity is sufficient
to support the recently completed structures. We did not
observe any evidence to the contrary during our physical
inspection of the property. The site's drainage appears to
be adequate.

The site is adequately served with all public utilities available
to the site.

We have not reviewed a title report for the subject property.
Based upon our physical inspection, there does not appear
to be any easements that would adversely affect the subject
property; however, the determination of adverse easements
or encroachments is a legal matter which is beyond the
scope of this appraisal. We recommend that the appropriate
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Property Description

Flood Hazard:

Seismic Hazard:

Hazardous Substances:

experts be consulted, as part of a business decision
regarding the subject.

According to the FEMA map, the subject is within flood zone
X, Community Map No. 060292 Pane! 1642F, dated July 2,
2002. Zone X is an area outside of the 100 and 500 year
floodplains; flood insurance is available, but not required
within this flood hazard zone.

The subject site is not located in a Special Study Zone as
established by the Alquist-Priolo Geological Hazards Act.
However, the entire Southern California region is prone to
earthquakes; all properties are potentially subject to damage
from an earthquake.

We observed no evidence of toxic or hazardous substances
during our inspection of the site. We are not trained to
perform  technical environmental inspections and
recommend the services of a qualified professional for this
purpose.
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Property Description

Improvement Description

The subject improvements consist of a planned 527-unit luxury apartment complex. In summary,
the subject consists of two and three-story buildings with garage parking. The 527-unit apartment
complex includes one bedroom and two bedroom floor plans. Onsite amenities include pool, spa,
clubhouse, fitness center, business center, pool, spa and nicely landscaped grounds. Parking
consists of 787 garage parking spaces. In addition, the developer will build and provide an
additional 595 garage parking spaces for public use with regard to the adjacent trolley station.
The cost of the parking structure is the responsibility of the developer, but the maintenance of the
parking structure is the responsibility of MTDB (mass transit district).

General Description

Year Built:
Unit Density:

Unit Inventory:

Design Features
and Functional Utility:

Physical Condition:

Proposed (estimated completion 2008/2009)
Proposed for 68.44 units per acre

The following unit inventory is based upon information
provided by the property manager. A detail unit mix is
included in the direct capitalization schedule (presented later
in the report for analysis purposes and included in the
Addenda).

The subject's overall design and functional appeal is
considered very good for this type of apartment complex.
The project and unit features are comparable or superior to
most competing projects within the area. The unit sizes are
similar to most competing projects in the area. The overall
project/unit design combined with a variety of unit types is
well received within the market place.

The subject site represents an existing (surface) parking lot
for the San Diego Trolley. The subject site is planned to be
built with a 527 unit apartment project that will be in
excellent condition upon completion of construction. Parking
structures will be built for resident use and public use.
Relative to most competing projects in the area, the subject
project will be comparable or superior in condition, quality
and appeal.
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REAL PROPERTY TAXES AND ASSESSMENTS

In the State of California, assessed property values may increase only 2 percent per year, with few
exceptions. Events such as a transfer of ownership, or significant new construction will trigger a
reassessment of the property. The county assessor usually accepts the sale price, or the cost of
improvements, in calculating assessed value. Assessed values are usually poor indicators of
actual market value, and are useful only to estimate effective tax rates.

The 2005/06 fiscal year is the most recent year for which the county has published assessed
valuation and property tax information. According to a public records, the assessed value and
taxes for the subject property are shown below. .

Assessor Parcel Numbers 490-270-23, 25, 39 & 40
Assessed Land Value $000
Assessed Improvements Value 3000
Total Assessed Value $000
Tax Rate Area 02002
Published Tax Rate 1.03793%
Actual Taxes/Assessments $000

it should be noted, the subject property is currently owned by a public {(government) entity and
consequently, does not pay real estate taxes. However, upon completion of the planned
apartment project, real estate taxes will be assessed to the leasehold property owner.

Due to California's method of property taxation, tax rates generally vary between one percent
and two percent of assessed value; but annual tax bills vary widely from property to property.
The difference between the published tax rate and the effective tax rate is due to special
assessments applied to the subject site. We have utilized the above tax rate in estimating the
real estate taxes and our current stabilized value conclusion based upon a direct capitalization
approach (presumes the improvements are complete with stabilized occupancy and income).
The direct capitalization schedule is presented later in the report.

The definition of market value used in this report assumes a sale of the subject property. If the
subject properly was sold, it would be reassessed according to the county assessor's opinion of
its market value, which is typically the sale price.
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ZONING

According to the City of La Mesa, the subject property is located within the Grossmont Specific
Pian of CGD zone (General Commercial/Grossmont Specific Plan/Urban Design Overlay). The
current zoning allow commercial and multi-residential developments with an orientation toward
transit uses. The subject is considered to be a legally conforming use within the specific plan.
The subject represents a planned multi-family residential development.

The planned improvements are considered to be conforming to all the development standards
designated by the City of La Mesa. The subject is considered to be in conformance with the
current zoning ordinances and specific development requirements and variances; however,
actual conformance is a legal matter. We have not received a legal opinion regarding the
subject’'s conformance with the City's zoning ordinance.
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HIGHEST AND BEST USE

Definition
According to the Dictionary of Real Estate Appraisal, Third Edition (1993), a publication of the
Appraisal Institute, highest and best use is defined 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. The four criteria highest and best use must meet are legal
permissibility, physica! possibility, financial feasibility, and maximum profitability.

Physically Possible
The first test is what is physically possible. The site’s size, shape, and soils condition are
conducive to a wide variety of both residential and commercial land uses.

Legally Permissible
The second test concerns permitted uses. Based upen the current zoning, development of the
site is zoned for multi-family residentia! construction.

Financial Feasibility and Maximal Productivity

The third and fourth tests are, respectively, what is feasible and what will produce the highest
net return. The determination of financial feasibility is based on whether a land use would
create a positive return to the land. The maximum productive use is that use which provides the
highest return to the site, with lowest possible risk.

As if Vacant

The subject is within a planned residential district and allows multi-family residential use. Thus,
the long term development of the site is for multi-family use. Presently, the market conditions
have improved over the past year and are considered strong. Apartment occupancy rates are
high and rent levels are increasing. Rent levels are considered to have increased sufficiently to
support new construction. This is evidenced by the new apartment construction in the general
market area. As a result of these factors new apartment construction is considered financially
feasible at this time. Based upon other competing apartment projects within the immediate
market area, the subject would likely represent a good quality construction with excelient
project/unit amenities. The project would likely be built to a maximum density (typically ranging
from 30 to 50 units per acre).

As Proposed

The subject property represents a proposed 527-unit apartment project (one and two bedroom
units). The project is anticipated o be in excellent condition upon completion of construction. in
good condition. The subject’s unit mix and overall design is considered a positive factor and will
benefit in marketing the units to prospective residents. The subject's specific location, age,
condition, project/unit features and convenient location to the trolley station is a positive factor
which is superior to many competing multi-family residential projects in the area. Given the
current market conditions, the proposed improvements clearly contribute to site value and
therefare represent the site's highest and best use. No changes or modifications are required;
any additional value due to changes is not anticipated to exceed the corresponding costs.
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Highest and Best Use

Conclusion

The highest and best use of the site, as if vacant, is for immediate multi-family residential
development. The highest and best use of the property, as proposed, is for immediate
development as a multi-family residential development.
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VALUATION PROCESS

Introduction

There are three approaches to value commonly applied in the appraisal of real estate. These
are the Cost, Sales Comparison and Income Capitalization Approaches. In appraisal practice
an approach is eliminated from consideration if it does not apply to the property being
appraised. For example, the income approach is typically not applied in the appraisal of single
family homes. Each approach to value is described briefly below.

Cost Approach

The Cost Approach is based upon the principle of substitution whereby an informed purchaser
would pay no more for the subject than the cost to produce a substitute property with equivalent
utility. This approach is particularly applicable when the property being appraised involves
relatively new improvements which represent the highest and best use of the land; or when
relatively unique or specialized improvements are located on the site, for which there exist few
sales or leases of comparable properties.

The first step in the Cost Approach is to estimate the subject's land value (at its highest and
best use as if vacant). This is usually done through an analysis of comparable land sales. The
second step is to estimate the cost of all improvements. Improvement costs are then
depreciated to reflect value loss from physical, functional, and external causes. Land value and
depreciated improvement costs are then added to indicate a total value.

Sales Comparison Approach

The Sales Comparison Approach relies upon review of comparable sales to derive an estimate
of value for the property being appraised. Valuation is typically accomplished using a unit of
comparison such as price per square foot, per unit, or gross rent multiplier. When possible,
adjustments are applied to the units of comparison from an analysis of the comparable sales,
and the adjusted unit of comparison is then used to yield a total value.

Income Capitalization Approach

This approach first determines the income producing capacity of a property by estimating
market rent and then making deductions for vacancy and collection loss, operating expenses,
and if appropriate capital reserves. Net operating income may be capitalized at an overall rate
of return or by application of a discount rate or internal rate of return. Direct capitalization relies
upon an overall capitalization rate which is divided into the first year's anticipated net operating
income to derive a value estimate. Discounted cash flow analysis applies a discount rate to
periodic net operating income and the residual value to determine property value.

Reconciliation and Final Value Estimate

The valuation process is concluded by analyzing each approach to value used in the appraisal.
When more than one approach is used, each approach is judged based on its applicability,
reliability, and the quantity and quality of its data. A final value estimate is chosen that either
corresponds to one of the approaches to value, or is a correlation of the approaches used in the
appraisal.
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Valuation Process

Applicable Approaches in this Appraisal

The subject represents a planned apartment project. We have utilized the appropriate
approaches to value in order to estimate a reasonable fee simple land value and leased fee
land value (subject to the pending ground lease document). Therefore, all three approaches to
value have been utilized in this appraisal.

Qualitative Comparison Methodology

Comparable land and improved sale comparisons in this report are primarily made on a ranking
scale. Comparables are judged to be very superior, superior, slightly superior, very slightly
superior, equivalent, very slightly inferior, slightly inferior, inferior or very inferior in various
factors of comparison, versus the subject. The comparables are then judged for overall
comparability on the same scale, based on the indications from the various factors of
comparison. This ranking system well reflects the actions of market participants, who also
analyze sales on this type of basis. The exceptions to this ranking system occur when
numerical adjustments are indicated directly from the sales; such as discounts for costs to
achieve stabilized occupancy, premiums paid for below market financing, efc.
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COST APPROACH

Methodology

This approach is based on an analysis of the property's land value and physical replacement
cost. The principle of substitution (the underlying rationale of this approach) holds that no
prudent person will pay more for a property than the price of a site and the cost of constructing,
without undue delay, an equally desirable and useful property.

In the Cost Approach, we employed the foliowing steps to reach an estimate of value:

Estimate land value as if vacant;

Estimate the improvements' replacement cost new, including indirect costs;

Estimate the necessary developer's overhead and profit for the type of property being
appraised, including any profit on the land;

Add land value, replacement cost new, and profit to calculate the total cost new of the
property;

Estimate accrued depreciation of the improvements, if any, from physical, functional,
and/or external causes; and

Deduct accrued depreciation from the total cost new of the improvements to estimate
the subject's value by the Cost Approach.

o o > N

Land Valuation

We used the Sales Comparison Approach to estimate land value. This is the most direct and
reliable method of estimating land value. In this method, we analyzed comparable land sales in
the subject's area. Our value estimate was derived from prices of available and/or recently sold,
similar sites. Primary emphasis in our selection of land sales was placed on comparability to
the subject in size, location, zoning and date of sale.

In making comparisons we have considered any significant differences between the subject and
the comparable properties. Our investigation of the comparable land sales indicates that the
market uses the price per square foot and price per buildable unit as the basis of comparison.
We have therefore analyzed the comparable sales on these bases. On the following page is a
summary of pertinent details of the sales we compared with the subject site, and a map showing
their locations. The following pages include detailed data sheets which describe each sale. |t
should be noted, there have been very limited new apartment land sales within the past several
years; thus, the following land sales are considered relevant to this analysis.

VALUATION SERVICES 24 ADVISORY GROUP

(,?I CUSHMANG&
i2) WAKEFIELD.



Cost Approach

MULTI-FAMILY RESIDENTIAL LAND SALES SUMMARY

Sale Price
Sale |Land_ Area (AC) $/SE
No. Location Date Density (U/AC) Total $/Unit
1 | SWC of Rancho Bernardo | 12/2005 23 (gross) $21,370,500 $21.33
Rd. & Dove Canyon Rd. 23.48 $39,575
Poway
2 | 3540 Aero Court 12/2004 6.01 (gross) $6,916,544 $26.42
San Diego 47.92 $24,015
3 | 1440 Hotel Circle North 7/2003 7.15 (gross) $9,000,000 $28.90
San Diego 48.95 $25,714
4 | Paramount Drive w/o 1/2002 5.5 (gross) $6,500,000 $27.13
Kearny Spectrum Road, 21.8 $54,166
San Diego
5 | Paramount Drive w/o 11/2000 18.1 (gross) $15,396,000 $19.53
Kearny Spectrum Road, 24.75 $34,366
San Diego
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Land Sales Map
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Cost Approach

Multi-Family Residential Land Sale No. 1

SITE IDENTIFICATION

Location:

Assessor's Parcel No.:
Legal Description:
Thomas Guide:

SITE DESCRIPTION
Gross Area:

Net Area:

Shape:

Topography at Sale:
Zoning at Sale:
Off-sites at Sale:
Approvals at Sale:

Use at Sale:

Proposed Use/Densily:

Cost to Finish:

SALE INFORMATION
Price:

Sale Terms:

Contract Date:
Closing Date:
Recording Number:
Buyer:

Seller:

VALUE INDICATORS
"As-Is" Price/Unit
"As-Is" Price/SF:

Finished Mass Graded Price/Unit:

Finished Mass Graded Price/SF:
VERIFICATION
COMMENTS

Southwest corner of Rancho Bernardo Road &
Dove Canyon Road
Poway (unicorporated S.D. County), California

678-241-07
Tract 5323, map 15201
1169-E3

23 acres / 1,001,880+ sf
23 acres

Irregular

Mostly level

C34, County

All are to the site

540 approved units
Vacant site

540 apartment units, as part of a master planned
community.

None, mass graded

$21,370,500

All cash to the seller

December of 2004

December 22, 2005

1096518

The Reserve at 45 Ranch, LLC
4S Kelwood General Partnership

$39,575
$21.33
$39,575
$21.33

Public Records & CoStar Comps Inc.

This sale represents a recent fransaction and is
located within the master planned development
known as 4S Ranch, near the city of Poway area.
The site is approved for a muiti-family apartment
project. The site is planned to be developed with a
luxury apartments.
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Cost Approach

Multi-Family Residential Land Sale No. 2

SITE IDENTIFICATION

Location:

Assessor's Parcel No.:
Legal Description:
Thomas Guide:

SITE DESCRIPTION

Gross Area:

Net Area:

Shape:

Topography at Sale:
Zoning at Sale:
Off-sites at Sale:
Approvals at Sale:

Use at Sale:

Proposed Use/Density:

Cost to Finish:
SALE INFORMATION

Price:

Sale Terms:
Contract Date:
Closing Date:
Recording Number:
Buyer:

Seller:

VALUE INDICATORS

"As-Is" Price/Unit
"As-Is" Price/SF:

Finished Mass Graded Price/Unit:
Finished Mass Graded Price/SF:

VERIFICATION
COMMENTS

3540 Aero Court
San Diego, California

N/Av.
N/Av.
N/Av

6.01 acres / 261,795 sf
6.01+ _acres

Irregular

Mostly level
Commercial

Alt are to the site

Mixed-use (multi family & commercial)

Vacant site

288 unit multi family development project with a
20,000 sf of commercial (47.92 units/acre)

N/Av.

$6,916,544

All cash to the seller
October of 2003
December 15, 2004
N/Av. :

Fairfield Kearny Mesa, L.P.

N/Av.

$24,015
$26.42
$24,015
$26.42

Wesley Espinoza - Buyer's Representative

This sale represents a fairly recent sale transaction
and is located adjacent the subject property in the
Kearny Mesa area of San Diego. The property was
in mass graded condition at the time of sale. The
site has been approved for a 288-unit multi family
development project that is currently proposed.
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Cost Approach

Multi-Family Residential Land Sale No. 3

SITE IDENTIFICATION

Location:

Assessor's Parcel No..
Legal Description:
Thomas Guide:

SITE DESCRIPTION

Gross Area:

Net Area;

Shape:

Topography at Sale:
Zoning at Sale:
Off-sites at Sale:
Approvals at Sale:

Use at Sale:

Proposed Use/Density:
Cost to Finish:

SALE INFORMATION

Price:

Sale Terms:
Contract Date:
Closing Date:
Recording Number:
Buyer:

Seller:

VALUE INDICATORS
"As-Is" Price/Acre:
Price/Unit

"As-Is" Price/SF:
VERIFICATION

COMMENTS

1440 Hotel Circle North
San Diego, CA

437-360-08, 08, 10
Tract MMD036
1268-J4

7.15 acres / 311,454 sf

7.15 acres

Irregular

Mostly level

Commercial, San Diego

All to the site

Fully entitled

20,117 sf existing structure (tear down)
350 unit apartment project

N/Av.

$9,000,000

Cash to Seller

April of 2003

July 31, 2003

0919887

ASN Presidio View (LLC) (et al)
Handlery Hotels

$1,258,741
$25,714
$28.90

Public Records / CoStar Comps

The buyers plan to construct a 350-unit apartment
complex. The site was purchased with an existing
building structure that will be demolished upon
commencement of construction and is in the Hotel
Circle area of San Diego.

VALUATION SERVICES

28 ADVISORY GROUP
{ﬁ“l;cusnmnna

¥ WAKEFIELD.




Cost Approach

Multi-Family Residential Land Sale No. 4
SITE IDENTIFICATION

Location:

Assessor's Parcel No.;
Legal Description:
Thomas Guide:

SITE DESCRIPTION

Gross Area:

Net Area:

Shape:

Topography at Sale:
Zoning at Sale:
Off-sites at Sale:
Approvals at Sale:
Use at Sale:

Proposed Use/Density:
Cost to Finish:

SALE INFORMATION

Price:

Sale Terms:
Contract Date:
Closing Date:
Recording Number:
Buyer:

Seller:

VALUE INDICATORS

"As-Is" Price/Unit

"As-ls" Price/SF:

Finished Mass Graded Price/Unit:
Finished Mass Graded Price/SF:
VERIFICATION

COMMENTS

Kearny Spectrum Road west of Paramount Drive,
San Diego

369-220-01 & 18
N/Av.
1249-D2

5.5 acres / 239,580 sf

5.5+ acres

Irregular

Mostly level

Specific Plan (formerly M-1B)

All are to the site

120 approved condominium units

Vacant site

120 unit condominium project (22 units/acre)
Minimal, mass graded

$6,500,000

All cash to the seller

N/Av.

January 2, 2002

002020

Len-Spectrum LL.C

LNR Kearny Mesa, Inc. (Lennar Partners)

$54,166
$27.13
$54,166
$27.13

Greg Gallagher - Buyer's Representative

This sale represents a fairly recent sale transaction
and is located adjacent the subject property in the

- Kerany Mesa area of San Diego. The property was

in mass graded condition at the time of sale. The
site has been approved for a 120-unit condominium
project that is currently under construction.
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Cost Approach

Multi-Family Residential Land Sale No. §

SITE IDENTIFICATION

Location:

Assessor's Parcel No.:
L_egal Description:
Thomas Guide:

SITE DESCRIPTION

Gross Area:

Net Area:

Shape:

Topography at Sale:
Zoning at Sale:
Off-sites at Sale:
Approvals at Sale:

Use at Sale:

Proposed Use/Density:
Cost to Finish:

SALE INFORMATION

Price:

Sale Terms:
Contract Date:
Closing Date:
Recording Number:
Buyer:

Seller:

VALUE INDICATORS
"As-Is" Price/Acre:

"As-Is" Price/Unit
"As-Is" Price/SF:

Finished Mass Graded Price/Acre:;

Finished Mass Graded Price/Unit:
Finished Mass Graded Price/SF:

VERIFICATION
COMMENTS

Paramount Drive west of Kearny Spectrum Road,
San Diego

369-130-68 (portion of)
Tract Map 18574 Parcel 5
1249-D2

18.1+ acres / 788,436 sf

18.1+ acres

Mostly Rectangular

Mostly level

Specific Plan (formerly M-1B)

All are to the site

448 approved multi-family units

Vacant site

448 unit apartment project (21.5 unitsfacre)
Minimal, mass graded

$15,396,000

All cash to the selier

October 1999

November 21, 2000

632742

Fairfield Spectum L. P.

LNR Kearny Mesa, Inc. (Lennar Partners)

$850,608
$34,366
$19.53
$850,608
$34,366
$19.53

Curt Stephenson - Seller's Representative

This represents a fairly recent sale transaction and
is located in the Kearny Mesa area of San Diego.
The site was in mass grades condition and has
been approved for a multi-family apartment project.
The property has been improved with a luxury
apartment project (Avion @ Spectrum).
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Cost Approach

Comparison Analysis

The first four factors of comparison discussed below are required to consider any variations of
the sales from the conditions assumed in the definition of market value used in this appraisal.
The factors of comparison which follow the first four account for locational and physical
differences between the sales and the subject.

Property Rights Conveyed

This adjustment accounts for differences in the interest sold, between the sales and the subject.
Partial interests are typically less valuable than fee interest, because fee interests are whole
(not fractional), are easier to finance, etc.

All of the comparable multi-family residential land sales are equivalent to the subject in property
right conveyed (fee simple).

Financing

This adjustment is made for properties which sold with financing terms that are not considered
to be cash equivalent. A sale property which received advantageous financing would show a
higher price per unit, and would therefore be superior in the respect.

All of the comparable multi-family residential land sales are equivalent to the subject in financing
terms (cash equivalent).

Conditions of Sale

The conditions of sale adjustment is used to account for differences in buyer and seller
motivations. For example, if a seller must quickly dispose of a property, its price would be lower
than if the seller was typically motivated.

All of the comparable multi-family residential land sales are equivalent to the subject in
conditions of sale (typically motivated) and no adjustment for conditions of sale is warranted.

Market Conditions (Time)

This adjustment category considers the differences in market conditions between the time of the
comparable sale and the date of value. A comparable property, which sold during the times of
better market conditions would show a high price per unit for a more current date of value.

Most of the comparables represent recent sale transactions and have occurred under generally
similar market conditions. The market conditions have improved since 2000. Sale No. 1
represents a 2005 sale with minimal upward adjustment. Sale No. 2 represents a 2004 sale
with some upward adjustment warranted. Sale No. 3 represents a 2003 sale with an upward
adjustment required. An upward adjustment is required for Sale No. 4. Sale No. 5 represents
an older (2000) sale that requires an upward adjustment.

Improvements

This adjustment is made for properties which sold with differing level of site improvements.
These improvements may add to value (if they can provide interim income, etc.) or may detract
from value (if they are costly to demolish and remove).

All of the comparable multi-family residential land sales represent finished (mass graded snes)
and no adjustment is warranted.
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Cost Approach

Density

As a general rule, the higher the number of units per acre, the lower the price per unit. This is
due to the economies of scale available to a dense property. The subject's densily (units per
net acre) equates to 68+ units per acre and is much higher than all of the comparables. The
densities vary from approximately 22 to 48 with a measurable difference noted for most of the
comparables. Sale Nos. 1, 4 and 5 are much lower in density ranging from approximately 22 to
25 units per acre (superior to the subject) and require a measurable downward adjustment.
Sale Nos. 2 and 3 are lower in density ranging from 48 to 49 units per acre {superior fo the
subject) and a downward adjustment is warranted.

Size

This adjustment considers the size (measured by the number of proposed units or site area) of
each sale. Larger developmenis have greater risk and typically sell for lower prices per unit
than similar smaller developments. Most of the sales are considered generally comparable in
proposed unit size; thus, no adjustment is warranted.

Location

This category considers locational factors such as an area's reputation, the quality and
desirability of surrounding improvements, proximity to employment centers or housing, and
distance from local and regional transportation arteries.

Sale No. 1 is located in near the Poway and Rancho Bernardo area is generally comparable in
location and view amenity. Sale Nos. 2, 4 and 5 are located in the Kearny Mesa and
conveniently located to employment centers and generally considered similar in location overall.
Sale No. 3 is located in Mission Valley and considered slightly superior in location and requires
a slight downward adjustment.

Views :

This category considers the difference in views between the comparables and the subject
property. In general, properties with significant views are considered more desirable and show
higher prices per unit. No measurable adjustment is warranted to the sales.

Zoning/Use

This adjustment is made for differences in allowable types of use between the comparable sales
and the subject. Properties with many possible high intensity land uses are generally more
valuable than sites restricted to a few low intensity uses.

Except for Sale No. 4, the comparable land sales are zoned for multi-family residential uses. In
general, this category does not consider one use to be superior or inferior to the other use
because other factors (density, location, etc.) determine the use and value of each specific
muilti-family residential site. Most of the comparable multi-family residential land sales are
generally equivalent to the subject in zoning/use. Even though Sale No. 4 allow for multi-family
residential (apartments), the sites are planned to be developed with for-sale condominiums.
Considering the current market conditions, it appears a premium was paid (at the time of sale)
in order to develop the site for condominium development; consequently, a downward
adjustment is warranted to Sale No. 4

Approvals

This adjustment is made for differences in the level of approvals and entitlements between the
comparable sales and the subject. Generally, properties with approvals and entitlements are
more valuable than properties without them. All of the comparable multi-family residential land
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GROSSMONT TROLLEY APARTMENT SITE

QUALITATIVE COMPARISON GRID - COMPARABLE LAND SALES

Paramount Dnve w/o

Qualitative)

SWC of Rancho Bemardo | 3540 Aero Court | 140 Hotel Circle North Paramount Drive w/o
Rd. & Dove Canyon Rd. Sam Diego San Diego Keamy Spectrum Rd. Keamy Spectrum Rd.

Name/Location Poway San Diego San Diego
Date of Sale (COE) 12/05 12/04 7103 1/02° 11/00
iAcreage (gross} 23+ 6.01+ 7.15+ 55 18.1+
{Density (un/ac) 23.48 47.92 48.95 218 24.75
lPrice Per Unit $39,575 $24,015 $25,714 $54,166 $34,366
IProperty Rights Similar Similar Similar Simitar Similar
FFinancing Similar Similar Similar Similar Similar
Conditions of Sale Similar Similar Similar Similar Similar
lMarket Conditions Slightly Infenor Slightly Inferior Inferior infenor infenior
llmprovementleffsites Similar Similar Similar Similar Similar
ILocationNiew Similar Similar Slightly Supenor Similar Similar
[Density Superior Slightly Supenor Slightly Supenor Superior Supenor

[Zoning/Use Similar Similar Similar Superior Similar

Overall Rating Superior Similar Similar Superior Superior




Cost Approach

sales are generally equivalent to the subject in approvals. Considering the current market
conditions, Sale No. 4 requires a downward adjustment as it is approved for condominium
development.

Off-Sites

The off-site adjustments are used to account for differences in public or private services
(utilities, roads, etc.) available to a comparable sale versus the subject. Properties with all
needed off-sites available at the property are generally more valuable than properties which lack
off-site services.

All of the comparable sales had street improvements completed and considered generally
equivalent in off-sites.

Individual Adjustments and Overall Ratings

The individual comparisons and overall rating of each sale are summarized on the facing grid.
The overall rating of each sale is a composite of all the individual factors of comparison. We
have used the overall ratings and the prices indicated by the comparable sales in estimating a
value for the subject as an improved.

Multi-Family Residential Land Value Conclusion

The market for entitled apartment land has improved considerably over the past several years.
The more recent sales provide a good indication of current land values in the subject’s location.
Considering the subject's density (68 units/acre) and based upon discussions with major
apartment developers, multi-family land in the subject’s location would likely sale for $22,500 to
$27,500 per unit in a finished (mass graded) condition. The sales provide a reasonable range
in a per unit indication for the subject property. Most of the sales require an upward adjustment
for market conditions, but a downward adjustment for overall density. An appropriate range of
indicated values would be from approximately $22,500/unit to $27,500/unit. Overall, Sale Nos.
1, 2 and 3 are given the most weight. Considering the location of the subject site and overall
density, a value indication toward the middle of this range is considered appropriate.

Based on our analysis, the subject’s current density and the indications from the comparable
sales, we have concluded at a subject land value of $25,000 per unit (in a mass graded
condition). Applied to the subject's land area, the tolfal indicated muiti-family residential land
value is:

527 units X $25,000/Unit = $13,175,000
Rounded: $13,200,000

Reviewing the developer’s construction budget (included in the Addenda), the total project costs
equate to $33,127,888 which includes a general contractor fee of $1,435,278. Some of the
subject’'s construction costs were updated and adjusted to market pricing during construction;
however, we have adjusted the total development costs upward by 5% percent to account for
increasing construction costs which equates to $34,784,282 ($33,125,888 x 1.05). In addition,
we have estimated a developer profit of 15% of total project costs of $5,217,642 or $5,200,000
rounded. Consequently, the total adjusted development costs (to reflect current market
conditions) equates to $39,984,282 or $40,000,000 rounded. Based upon the subject’s recent
sale price of $68,000,000, the residual land value for the subject property equates to
$28,000,000 or $271,845 per unit.
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Introduction - Improvement Valuation (Residual Land Value Analysis)

This analysis is based on the replacement cost method of improvement valuation. In the
replacement cost analysis, the cost of creating a modern structure of equal utility to the subject
is estimated; not the cost of reproducing a physical duplicate of the subject improvements. The
estimation of the replacement cost of the subject's existing improvements includes both direct
and indirect costs. Our cost estimates are briefly described below, and detailed on the following
Cost Approach Summary.

It should be noted, the gross building area has been estimated to be 490,934 sf (includes
rentable area for apartments; 479,902 sf, combined clubhouse and retail space of 11,032 sf).
The gross building area (GBA) includes the clubhouse and retail space. Consequently, the
490,934 sf (as discussed) has been utilized in this analysis and an appropriate psf cost basis
was considered appropriate given the very good to excellent quality construction.

Base Costs

Our estimates of base costs are derived from the Marshall Valuation Service Cost Estimation
Manual as well as our experience with the costs of similar developments, The Marshall
Valuation Service base costs include all direct costs for the base structure, the following direct
costs:

Plans, specifications, and building permits, including engineer's and architect's fees;
Normal fees and interest on construction funds during the construction period;

Sales taxes on materials; and

Contractor's overhead and profit, including worker's compensation, fire and liability
insurance, unemployment insurance, etc.

LN

We used base costs for a good class D apartment building, as published in the cost manual in
Section 12, page 14, published as of August, 2002. Appropriate adjustments for time and local
multipliers were also made in accordance with the cost manual guidelines.

Other Costs

The published base costs do not include some indirect and all site improvement costs (sitework,
landscaping, paved parking area, common area efc.). The site improvements costs have been
estimated at $6.00 per square foot of site area (net acreage). This estimate is similar to the
developer’s estimate and is considered reasonable. Other costs of construction not contained
in the base costs are explained and quantified below.

Property Taxes, Consulting, and Legal Costs

These costs are estimated based on our familiarity with similar developments. The cost for this
category is estimated at 2.5 percent of total base costs. This category includes the cost of
property taxes during construction and absorption, professional consulting fees, legal fees, etc.
This cost is estimated on the chart.

Permanent Financing Fee

The permanent financing origination fee is estimated at 1.5 points of an estimated take-out loan.
The loan amount is based on a 75 percent loan to value ratio applied to the subject's value
shown in the Sales Comparison Approach in this report. This is a typical loan to value ratio
offered by permanent lenders for the subject property type. This cost is estimated on the
accompanying chart.

Construction Loan Interest During Absorption
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COST APPROACH SUMMARY

Grossmont Trolley Apartments
La Mesa, San Diego, California

PROPERTY CHARACTERISTICS AND ASSUMPTIONS

ITYPE OF BUILDINGS IN MARSHALL VALUATION SERVICE Class D Apartment Homes

QUALITY IN MARSHALL VALUATION SERVICE Very Good

CONSTRUCTION TYPE Wood frame & stucco

BUILDING AREA: 490,934 SF

SITE IMPROVEMENT AREA 335,412 SF

DEVELOPER'S PROFIT 10% of Replacement Cost Plus Land
PERCENT DEPRECIATED ' 0.0%

REPLACEMENT COST ANALYSIS

REPLACEMENT COSTS IN MARSHALL VALUATION SERVICE Unit Cost
Base Replacement Cost New (2) $110.00
Add for Sprinklers: $1.50
Add for Retail Tenant Improvements: 2,744 sf $25.00
Add for Garages: 787 spaces @ 350+ sf $42.00

Adjusted Replacement Cost New of Building
Current Cost Multiplier
Local Multiplier
Story Height Multiplier
Area / Perimeter Multiplier
Replacement Cost New

Indirect/Site Improvement Costs
Property Taxes, Consuiting, Legal Costs
Permanent Financing Fee
Construction Loan Interest During Absorption
Site Improvement Area 335,412 SF@ $7.50
Replacement Cost New of Site Improvements
TOTAL REPLACEMENT COST NEW
ADD: DEVELOPER'’S PROFIT (INCLUDING LAND)
TOTAL DEVELOPMENT COSTS
LESS: ACCRUED DEPRECIATION
ADD: LAND VALUE:
VALUE BY THE COST APPROACH

ROUNDED

Total
$54,002,740
$736,401
$68,600
$11,568,900

$66,376,641
1.08
113
1.00

100
$81,756,109

$2,436,792
$1,327,500
$5,117,264
$2,515,590
$11,397,147
$93,153,255
$10,635,326
$103,788,581
$0
$13,200,000
$116,988,581

$117,000,000

Per GBA

$166.53

$23.22

$189.75

$211.41

$238.32

(1) Based on effective age of new and economic life of 50 years.
(2) Replacement costs obtained from Marshall Valuation Service Manual, Section 11, Page 14.




Cost Approach

The subject's base costs include construction loan interest only during the construction period.
We have separately estimated the interest during the lease-up period following completion of
construction. Our assumptions are based on typical construction loan structures and practices
for properties similar to the subject.

We estimate a total construction loan equal to the previously estimated permanent loan amount.
We estimate that a construction loan interest rate (which usually varies with the prime rate)
would average 7.0 percent over the absorption period.

Total Direct and Indirect Costs
The total of our estimated direct and indirect cosis is shown on the facing Cost Approach
summary.

Developer's Fees, Overhead, and Profit

Developer's fees, overhead, and profit are estimated at 10.0 percent of total direct costs plus
land value. This estimate is based on our familiarity with developer returns from similar
developments. The inclusion of an adequate profit in this approach completes our estimate of
replacement cost (new), because developers require payment for their efforts and risk in the
form of fees, overhead recovery, and profit. This cost is estimated as shown on the chart.

Depreciation
In appraisal theory, depreciation is a value loss from any cause. It is not to be confused with
the accounting use of depreciation.

We have measured the subject's depreciation on an effective age/life basis. The physical age
of the subject improvements is new. The effective age is estimated at 0 years. Our effective
age estimate also considers that we have used a replacement cost analysis versus a
reproduction cost analysis, and that our land value estimate reflects current market conditions.
A typical effective life of improvements such as the subject is 50 years per our analysis of the
Marshall Valuation Service Cost Estimate Manual.

The Marshall Valuation Service's depreciation tables show that a residential development with
an effective age of 0 years and a typical life expectancy of 50 years is 0 percent depreciated.
This percentage is a weighted average for both short- and long-lived components such as the
building shell, mechanical systems, interior finishes, and site improvements.

Replacement Cost Conclusion (Residual Land Value)

As summarized on the accompanying page, the indicated value is $116,988,581 before
rounding. The rounded value from the Replacement Cost estimate is $117,000,000. Thus,
based upon the total development costs (including developer profit) of $103,788,581, the
residual land value equates to $13,211,419 or $13,200,000 rounded.

In addition, the residual land value is supported by the direct capitalization schedule (current
stabilized value) of $118,000,000 less the developer's total development costs which equates to
approximately $13,000,000 rounded.
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Income Capitalization Approach

Methodology (Ground Lease Analysis)

The Income Approach is a method of converting the anticipated economic benefits of
owning property into a value estimate through capitalization. The principle of anticipation
underlies this approach in that investors recognize the relationship between an asset's
income and its value. In order to value the anticipated economic benefits of a particular
property, potential income and expenses must be estimated, and the most approprlate
capitalization method must be selected.

The two most common methods of converting net income into value are direct capitalization
and discounted cash-flow analysis. In direct capitalization, net operating income is divided
by an overall rate, extracted from market sales, to indicate a value. In the discounted cash-
flow method, anticipated future net income streams and a reversionary value are discounted
to an estimate of net present value at a chosen yield rate (internal rate of return). We have
analyzed the pending ground lease in order to provide an estimate of the le Plus Override
(Percentage Rent): Plus Override (Percentage Rent). ased fee estate.

Ground Lease/Disposition and Development Agreement

The term and conditions of the proposed development of the subject site are contained in a
Disposition and Development Agreement (the DDA), between the Metropolitan Transit
Development Board (the Board) and Fairfield Grossmont Trolley LLC (subject Developer).
The DDA encumbers the gross site area for the subject, which is approximately 7.7 gross
acres (3.3 acres + 4.4 acres). |t should be noted, there is an affordability agreement which
requires a certain number of units to be rented a below market rental rates. It is our
understanding that any rental restriction is planned to be reimbursed by the City of La Mesa
and/or Redevelopment Agency during the 55 year affordability term. Included in the
Addenda is an excerpt of the ground lease document; however, the basic iease terms are as
follows:

Year 1 base ground rent: $85,333/year; Year 2 base ground rent: $170,666/year and Years
3 to 30 base ground rent; $256,000/year

Plus Override (Percentage Rent): equates to 1.25% of effective gross income (from subject
mixed-use development: apartments and commercial space)

Plus Miscellaneous Supplemental Rent: The lessee will pay (reimburse) the cost of
mitigating an existing parking easement (estimated at $100,000). In addition, the lessee is
responsible to pay to the MTDB, a one time payment of $250,000 (for a 50% share of the
“City Land Payment’) no later than the 5" anniversary of the effective date referenced in
section (312) of the ground lease document.

Rent adjustment in Year 31 is based upon the lesser of the following: 8% of market value of
fee simple land value or 6.5% or effective gross income from operations. The new annual
ground rent will be escalated by cumulative CPI every § years until year 55. In year 56, the
affordability agreement terminates.

Lastly, there is a profit participation agreement between Fairfield Residential (original
developer) and the Metropolitan Transit Development Board (MTDB). This agreement
provides for additiona! consideration to be paid to the MTDB by Fairfield Residential upon
the completion and sale of the proposed apartments. The profit sharing agreement equates
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Income Capitalization Approach

to approximately 20% of the net gain (upon close of escrow of the completed apartments),
after a specified return is recovered by Fairfield Residential.

Discounted Cash Flow Analysis (Lease Fee)

Discounted cash flow analysis quantifies both the return on and return of an investment.
The return on the investment consists of the annual net income anticipated. Return of the
investment is represented by the residual property value, or anticipated sale price at the end
of the holding period. The major assumptions relied upon in this analysis are discussed
below.

All market derived assumptions are based upon our surveys of competing projects,
interviews with local brokers and appraisers, published survey data, and our experience in
appraising other similar property types throughout the area.

Software Program Used
The software program utilized is Excel.

Holding Period
A 55-year holding period is applied in this ground lease analysis. This is the holding period
applied here.

Income Assumptions
All income (ground rent) assumptions are the same as those previously discussed (override
or percentage rent is applied to EGI in the direct capitalization value estimate).

Vacancy/Collection Loss
No vacancy/collection loss allowance is applied to the ground rent.

Operating Expenses
The ground is considered a NNN lease with all property expenses to passed through and
paid by the tenant (lessee).

Discounted cash flows typically incorporate a reserve replacement allowance for non-
structural building components such as roofs and site improvements. The most recent
Korpacz Survey reports a typical range of $150 to $400. We estimate an allowance here for
the subject toward the lower end of the range at $200 per unit which is because of the
subject's new construction and because some reserve items, such as painting and
carpeting, are included in the repairs and maintenance budget or tenant turnover costs.

VALUATION SERVICES 37 ADVISORY GROUP

CUSHMAN &
7 WAKEFIELD.



Income Capitalization Approach

Growth Rates

Market Rent

As noted throughout this report, market conditions are improving both in terms of
rental rate increases and occupancy levels. In our opinion there is the potential for
continued market rent growth over the next several years. According to the Korpacz
Survey, the average rent growth rate assumption is 2. 18 percent while the Cushman
& Wakefield survey estimates rent growth rate within a range of 2.0 percent to 4.0
percent. We estimate a market rent growth rate for the subject based upon review of
the investor surveys and recent activity within the subject's competitive market. The
rate applied is 3.0 percent.

Expenses
The Korpacz Survey reports an average expense growth rate of 2.81 percent with

the Cushman Survey reporting a range of 2.0 percent to 4.0 percent. We have
applied a 3.0 percent expense growth rate to all operating expenses except property
taxes.

Property Taxes
In accordance with California law (Proposition 13), the property tax growth rate is set

at 2 percent per year.

Reversionary Capitalization Rate

This is the rate applied to the eleventh year's net operating income to determine a residual
property value. Favorable and adverse investment attributes are discussed in the going-in
capitalization rate estimate and are incorporated here. It is typical for investors to adjust a
residual capitalization rate upward to reflect the uncertainty of future real estate market
conditions. For example, the Korpacz Survey reports a terminal (or residual) OAR ranging
from 5.0 fo 9.0 percent with an average of 7.31 percent. Typically, the terminal cap rate is
50 to 100 basis points higher than the going-in rate assuming a typical holding period of 10
years.

Discount Rate

This is the rate used to convert projected net income to present value. It is also applied to
arrive at the present value of the reversion at the end of the cash flow projection. Discount
rates reflect investor expectations and incorporate adjustments for location, product quality,
and tenancy as they affect cash fiow. The Korpacz survey indicates an average discount
rate of 8.97 percent with a range of 6.0 percent to 13.0 percent. The Cushman survey
quotes a range of averages (representing highs and lows from the survey) of 8.0 percent to
12.0 percent. Considering the subject's age, condition, strong rental market conditions, a
discount rate toward the lower end of the range is considered appropriate for the subject.

As noted previously, the subject is a proposed luxury apartment project located in La Mesa
with relatively low vacancy rates and increasing rents. Since we are assuming a holding
period of 55 years and that property value will comprise mostly land value at reversion, we
have utilized a discount rate of 8.25 percent for the reversion. However, the annual ground
rent is considered much safer; thus, we have utilized a much lower discount rate of 5.25%
for the annual ground rent. The lower discount applied to the annual ground rent is
considered appropriate and reasonable. The discount rate for the reversionary land value is
higher due to the higher uncertainty and future date (55 years later).
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$170.666
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256.000
$256,000
$1,620,734
$1.620,734
$1.620.734
$1.620.734
$1.620.734
$1.863.844
$1.863.844
$1.863.844
$1.863.844
51.863.844
$2.143.421
$2.143.421
$2.143.421
$2.143.421
$2.143,421
$2.464,934
$2.464.934
$2.464.934
$2.464.934
$2.464.934
$2.834.674
$2.834.674
$2.834.674
$2.834.674
$2.834.674

$132.260
$136,228
$140.315
$144.524
$148.860
$153.326
$157.926
$162.663
$167.543
$172.569
$177.747
$183.079
$188.571
$194.228
$200.055
$206,067
$212,239
$218,606
$225.164
$231.919
$238.877
$246.043
$263,424
$261.027
$268.858
$276.923
$285.231
$293,788
$302.602
30
30
$0
$0
$0
$0
S0
$0
50
50
S0
S0
$0

Cash Flow
Discount Rate
5.00%
5.25%
5.50%

Reversion
Discount Rate
8 00%
8.25%
8.50%.

Present
Valus
$14.363 366
$13.420.083

$12,561.,833

$100.000 l 5313."1'41

$0 $302.926 $0
S0 $392.228 50
$0 $396.315 $0
$250.000 $650.524 $0
$0 $404.860 $0
$0 $409.326 $0
50 $413.926 $0
$0 $418.663 S0
$0 $423.543 $0
50 $428.569 S0
30 $433.747 $0
$0 $439.079 80
S0 $444.571 $0
30 $450.228 $0
30 $456.055 $0
$0 $462.057 $0
$0 $468.239 $0
$0 $474.606 $0
80 $481.164 $0
$0 $487.919 $0
80 $494 877 $0
$0 $502.043 $0
$0 $509.424 $0
$0 $517.027 $0
$0 $524.858 $0
$0 $532.923 $0
$0 $541.231 $0
$0 $548.788 $0
50 $558.602 $0
S0 $1.620.734 S0
S0 $1,620,734 30
$0 $1,620.734 $0
$0 $1.620.734 $0
$0 $1.620.734 $0
30 $1.863.844 S0
$0 $1.863.844 80
$0 $1.863.844 $0
$0 $1.863.844 $0
30 $1.863.844 $0
S0 $2.143.421 $0
$0 $2.143.421 $0
$0 $2.143.421 30
S0 $2.143.421 50
S0 $2,143.421 S0
$0 $2,464.934 $0
$0 $2.464,934 30
$0 $2.464.934 $0
$0 $2.464.934 $0
$0 $2.464.934 $0
50 $2.834.674 $0
50 $2.834.674 $0
$0 $2.834.674 $0
$0 $2.834.674 $0
$0 $2.834.674 50
Nel Reversion: $66.957.308




Income Capitalization Approach

Conclusion

The computer-generated cash flow incorporating the above assumptions is presented in the
Addenda. Utilizing a 55-year holding period, the indicated leased fee value for the subject
property, is $13,420,083 or rounded to $13,400,000. It should be noted, we have not
included the profit sharing revenue estimate within our ground lease analysis due to the
uncertainty of timing and subjectivity in estimating an appropriate amount; however, this
unspecified revenue amount would have some impact and increase the leased fee value
(depending upcn the amount and future time period). In conclusion, the indicated leased
fee value for the subject property, as of March 15, 2006, is $13,400,000.
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RECONCILIATION AND FINAL VALUE ESTIMATE

Review of Approaches
The appropriate approaches to value are applied in this appraisal. The resuits of the approaches
to value applied here are:

Sales Comparison Approach $13,200,000
Income Capitalization Approach
Ground Lease Analysis $13,400,000

The Income Capitalization Approach is similar to the Cost Approach. Since the subject property
represents a proposed multi-family residential project, the Cost Approach is considered very useful
and a replacement cost estimate has been provided. Based upon our estimate of current land
value and development costs (including developers profit), the replacement cost estimate is
considered reasonable.

The subject is an investment property that would most likely be analyzed on the basis of its
income producing capacity. As such, the income approach is particularly relevant here. Within
the income approach several items are particularly well supported by market evidence, including
the concluded rental rates, vacancy, and capitalization rate. The individual line item expense
estimates contained here are generally consistent with the estimates from the expense guideline
reviewed. Further, the total expense estimate is also within the range of the per unit expense
levels reported among the comparable building sales. Accordingly, the income approach is well
supported and is given the strong emphasis in our analysis.

Conclusion - Fee Simple Estate

Therefore, relying upon approaches to value, and incorporating the assumptions and limiting
conditions enunciated throughout this report, our estimate of the as is fee simple value of the
subject, as of the effective date of value, is:

THIRTEEN MILLION TWO HUNDRED THOUSAND DOLLARS
$13,200,000

Conclusion ~ Leased Fee Estate

Therefore, relying upon approaches to value, and incorporating the assumptions and limiting
conditions enunciated throughout this report, our estimate of the as is fee simple value of the
subject, as of the effective date of value, is:

THIRTEEN MILLION FOUR HUNDRED THOUSAND DOLLARS
$13,400,000

Exposure Period

As noted in the Apartment Market Analysis section of this appraisal, there is an active market for
this property type. Such properties are typically selling within a period of from three to six
months. For example, marketing periods among the previously reviewed comparable apartment
complex sales range from three to six months for the properties actually reporting this
information. Given the active market for this property type, we estimate that a reasonable
exposure period for the subject could potentially be consummated in three months but would not
exceed six manths.
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ASSUMPTIONS AND LIMITING CONDITIONS

"Appraisal” means the appraisal report and opinion of value stated therein; or the letter opinion of
value, to which these Assumptions and Limiting Conditions are annexed.

"Property” means the subject of the Appraisal.

"C&W" means Cushman & Wakefield, Inc. or its subsidiary which issued the Appraisal.

"Appraiser(s)’ means the employee(s) of C&W who prepared and signed the Appraisal.

This appraisal is made subject to the following assumptions and limiting conditions:

1.

No opinion is intended to be expressed and no responsibility is assumed for the legal
description or for any matters which are legal in nature or require legal expertise or
specialized knowledge beyond that of a real estate appraiser. Title to the Property is
assumed to be good and marketable and the Property is assumed to be free and clear of all
liens unless otherwise stated. No survey of the Property was undertaken.

The information contained in the Appraisal or upon which the Appraisal is based has been
gathered from sources the Appraiser assumes to be reliable and accurate. Some of such
information may have been provided by the owner of the Property. Neither the Appraisers
nor C&W shall be responsible for the accuracy or completeness of such information, including
the correctness of estimates, opinions, dimensions, sketches, exhibits and other factual
matters provided to Appraiser by Manager, unless herein shall be as of the date stated in the
Appraisal. The Appraisal and the opinion of value herein shall be as of the date stated in the
Appraisal. Changes since that date in external and market factors or in the property itself can
significantly affect property value.

The appraisal is to be used in whole and not in part. No part of the Appraisal shall be used in
conjunction with any other appraisal. Possession of the Appraisal, or a copy thereof, does
not carry with it the right of publication. Except as may be otherwise expressly stated in the
letter of engagement to prepare the Appraisal, C&W does not permit use of the Appraisal by
any person other than the party to whom it is addressed or for purposes other than those for
which it was prepared. No part of the Appraisal or the identity of the Appraiser shall be
conveyed to the public through advertising, public relations, news, sales or other media or
used in any material without C&W's prior written consent. Reference to the Appraisal Institute
or to the MAI designation is prohibited.

Except as may be otherwise stated in the letter of engagement, the Appraiser shall not be
required to give testimony in any court or administrative proceedings relating to the Property
or the Appraisal.

The Appraisal assumes (a) responsible ownership and competent management of the
Property; (b) there are no hidden or unapparent conditions of the Properly, subsoil or
structures that render the Property more or less valuable (no responsibility is assumed for
such conditions or for arranging for engineering studies that may be required to discover
themy); (c) full compliance with all applicable federal, state and local zoning and environmental
regulations and laws, unless noncompliance is stated, defined and considered in the
Appraisal; and (d) all required licenses, certificates of occupancy and other governmental
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Assumptions and Limiting Conditions

10.

1.

12.

consents have been or can be obtained and renewed for any use on which the value estimate
contained in the Appraisal is based.

The physical condition of the improvements considered by the Appraisal is based on visual
inspection by the Appraiser or other person identified in the Appraisal. Cushman & Wakefield
shail assume no responsibility for the soundness of structural members nor for the condition
of mechanical equipment, plumbing or electrical components.

The projected potential gross income referred to in the Appraisal may be based on lease
summaries provided by the owner or third parties. Where copies of leases are not provided,
the Appraiser assumes no responsibility for the authenticity or completeness of lease
information provided by others or the Manager. C&W suggests that legal advice be obtained
regarding the interpretation of lease provisions and the contractual rights of parties.

The projections of income and expenses are not predictions of the future. Rather, they are
the Appraiser's best estimates of current market thinking on future income and expenses.
The Appraiser and C&W make no warranty or representation that these forecasts will
materialize. The real estate market is constantly fluctuating and changing. It is not the
Appraisers' task to predict or in any way warrant the conditions of a future real estate market;
the Appraisers can only reflect what the investment community, as of the date of the
Appraisal, envisions for the future in terms of rental rates, expenses, supply, and demand.

Unless otherwise stated in the Appraisal, the existence of potentially hazardous or toxic
materials which may have been used in the construction or maintenance or operation of the
improvements or may be located at or about the Property was not considered in arriving at
the opinion of value stated in the Appraisal. These materials (such as formaldehyde foam
insulation, asbestos insulation, various soil contaminants, and other potentially hazardous
materials) may affect the value of the Property. The Appraisers are not qualified to detect
such substances and C&W urges that an expert in this field be employed to determine the
economic impact of these matters on the opinion of value stated in the Appraisal.

Unless otherwise stated in the appraisal, compliance with the requirements of the Americans
With Disabilities Act of 1990 (ADA) has not been considered in arriving at the opinion of value
stated in the appraisal. Failure to comply with the requirements of the ADA may negatively
affect the value of the property. C&W recommends that an expert in this field be employed.

If the Appraisal is submitted to a lender or investor, such party should consider the Appraisal
as one factor, along with its independent investment considerations and underwriting criteria,
in its overall investment decision.

The prospective market value estimate herein assumes no significant changes in the subject
property nor in the market between the time of the inspection and analysis and the effective
date of the appraisal.
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CERTIFICATION OF APPRAISAL

10.

We certify that, to the best of our knowledge and belief:
Neil A. Clark, MAI inspected the property and prepared the report.
The statements of fact contained in this report are true and correct.

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

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

Our compensation or employment are not contingent on an action or event (such as the
approval of a loan) resulting from the analyses, opinions, or conclusions in, or the use of,
this report. The appraisal is not based on a requested minimum or specific estimated
value.

Our analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Practice of the
Appraisail Foundation.

No one provided significant professional assistance to the persons signing this report.
The reported analyses, opinions and conclusions were developed, and this report has
been prepared, in conformity with the requirements of the Code of Professional Ethics
and the Standards of Professional Practice of the Appraisal Institute.

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

As of the date of this report, Neil A. Clark, MAI has completed the requirements of the
continuing education program of the Appraisal Institute.

Ned Q.

Neil A. Clark, MAI

Associate Director

State Licensed Real Estate Appraiser
State of California No. AG002213
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ADDENDA

DIRECT CAPITALIZATION SCHEDULE
DEVELOPMENT BUDGET & PROFORMA
GROUND LEASE DOCUMENT (EXCERPT)
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No. of
Property Data: Units

Building Size (Units)
Apartment Building Area (Gross SF)

Income:

Gross Potential Income - Market Units:
Plan A1 (1 BD/1 BA): 616 sf (VL)
Plan A1 (1 BD/1 BA): 6186 sf (M)
Plan A1 (1 BD/1 BA). 616 sf
Plan A1A (1 BD/1 BA): 754 sf
Plan A1B (1 BD/1 BA): 610 sf
Plan A2 (1 BD/1 BA): 646 sf
Plan A2A (1 BD/1 BA); 638 sf
Plan A3 (1 BD/1 BA): 726 sf
Plan A3A (1 BD/1 BA): 719 sf
Plan B1 {2 BD/2 BA): 996 sf (VL)
Plan B1 (2 BD/2 BA): 996 sf (M)
Plan B1 (2 BD/2 BA):. 996 sf
Plan B2 (2 BD/2 BA): 1,048 sf (M)
Plan B2 (2 BD/2 BA): 1,048 sf
Plan B2A (2 BD/2 BA): 1,050 sf
Plan B3 (2 BD/2 BA): 1,275 sf
Plan B3A (2 BD/2 BA): 1,177 sf
Plan B3B (2 BD/2 BA): 1,205 sf
Plan B3C (2 BD/2 BA): 1,401 sf
Plan B4 (2 BD/2 BA): 1,265 sf

Total Gross Potential income
Vacancy/Collection Loss @ 5.0%
Employee/Model Units

Retail Income (2,744 sf)

Other Income

Effective Gross Income

Expenses:
Real Estate Taxes - $104,810,734 @ 1.03793%
Insurance
Utilities
Administrative
Repairs & Maintenance
Interior Cleaning (50% Turnover Per Year)
Property Management - Offsite - 3.0% of EGI
Payroli & Leasing - Onsite
Advertising/Marketing
Ground Rent
Ground Rent (1.25% of EGI)
MTDB Riembursement
Reserve Allowance
Total Expense
Operating Expense Ratio
Expenses Per Unit
Net Operating Income
Overall Capitalization Rate
Capitalized Value Indication
Rounded

17
25
17
10

70

118
i4
15
17

44
12
24
13

100
527

2,744

PR H PP OPDDPDLDBL DD N N AL

) €H €

B HPLAPAPHP € N B &N

527
479,902

Monthly
Rent
1,385
1,385
1,385
1,510
1,380
1,415
1,410
1,480
1,485
1,755
1,755
1,755
1,810
1,810
1,810
2,025
1,925
1,860
2,100

2,016

1.5
30

____Rate

065
475
200
400
200

1,100
175
256,000
128,408

200

Annual
(PSF/Unit) Amount
Unit*12 $ 282,540
Unit*12 $ 415,500
Unit*12 $ 282,540
Unit*12 $ 181,200
Unit*12 $ 66,240
Unit*12 $ 1,188,600
Unit*12 $ 67,680
Unit*12 $ 2,109,840
Unit*12 $ 249,480
Unit*12 $ 315,900
Unit*12 % 358,020
Unit*12 $ 126,360
Unit*12 $ 130,320
Unit*12 $ 955,680
Unit*12 $ 260,640
Unit\12. § 583,200
Unit*12 3 300,300
Unit*12 3 70,560
Unit*12 $ 201,600
Unit*12 $ 2,418,000
$ 10,564,200
$  (528,210)
Unit*12 -
46,922
$ 189,720
$ 10,272,632
$ 1,087,862
PSF $ 310,261
Unit $ 250,325
Unit $ 105,400
Unit $ 210,800
Unit $ 52,700
$ 308,179
Unit $ 579,700
Unit $ 92,225
Year $ 256,000
Year $ 128,408
Year $ -
Unit $ 105,400
$ 3,487,260
33.95%
$ 6,617
$ 6,785,372
5.75%
$118,006,470

$ 118,000,000
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FINAL CALSTRS ANALYSIS '
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, C#

FINAL PROJECTION

AT STABLRATION FEB F030JAN 31, A'I'SALE uAvavnml

: AL, SIRENTL T @ 5O, |

S Ao £ St £ B S SR £ |

10 F1ZA75) 0476 20 105 |

TEBNBAAL-M MACLIISS UTL ALLE 45 P am 1518 245 ‘
BRIBA-AL 4 76,188 8343 1387 .5
RN BA-ALA 5 0.6 805 1730 a2
TRRIICAALR 4 je1H 4320 1,502 19
TSRIBAA2 2 5181 a2 231
RIBIBAAA 4 T78% 2,433 1818 8
1BRIBA-AY [.H] 1550283 woR18 108 235
1ERABAAIA » 131,389 38135 102 237
ERQBABIVL (MAX=STIFSBT UTIL ALLOY B 90,858 5732 nt onr
ELIBADLM (L39S UTR- AL 8 1,269 In1%0 108 (5
ZBLADABIA QANRSLLSSN UTILALLC 6 112380 10,380 18 162
TBRABAEZ ta 72592 10491 U 148
28RIBA-824 ] 140,357 -0 704 198
18R726A-81 m 650,058 A 2731 142
1URIBA-52A 2 52,044 4442 2206 .07
WR2BA-BIC 8 0 19,767 2407 172
TWRANA-DS 58 1,507,208 N4 2,39 153
GRCSE APARTHENT MARKET RENT 174 SEEIM2 33450 31,934 st
GROSSAPARTA ENT POTENTIAL RERT 1340, 170 $1513 193 46,534572 3458 31434 1201
APARTMENT VACANCY G 4704 (1) frik1c)] {009 QC6038) (325578 3 0.09)
HET APARTRMENT RENTAL AEVENUS $554.307 1,138 $4380 36227730 S518,076 KD 3t
OTHZR APARTUENT ACORE 40 $30.00 PER UTKT LESS VACANCY FACTOR & 470% () [y 113 o84
NET TOTAL APARTMENT RENTAL REVEMUE L ST VIT I Y sLm7 $154 L FTTES I 75 ] 81,761 sies
RETAL 82,744 $ 1150 LESS VACANCY FACTOR &) 20.00% (1) a5 338 o9t 40,508 3352 1 a0t
Y PROFERTY REVENUE fSonsty i 3R ] sl 143206% f78g Hny
CSTINAQTIT VERSIONAT.52 6-YEARS CALENDAR PAGE L A]




FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, C#

FINAL PROJECTION
REPAIRE, RANMTERAVCE, SUNLDIRG SVCS & COMMONAREA MAT, (5182 12315 0 0% 167,55y 13663 B4 A2 168,504 14,087 658 942
GENERAL ANT AUMINSTRATIVE 49,40 4350 a0 [ £1,020 8385 ko] 025 a5 a@? 27 0.2%
KURAGEMENTFE2 167,228 [RX) 563 08z 130,008 15,534 84 210 181,544 15561 648 ort
UTLMER 141075 1358 o 0.9 152,188 13,54 s1g 059 180,356 11383 540 05
SUBTOTAL YARMILE OPERATING EXPENSES 23eay §145R 5o $130 $5,01102¢ 384,252 5404 04 31038852 EL T 148 8378
REURANCE 170,217 W [13] 083 w2212 10.q18 31 074 0T (114 (13 an
TOYAL PROPERTY TAXES 645,804 45400 53 wm 540,883 @210 1350 U2 530,88 49,740 1580 EX 3
BASE LAND LEASE PAYNENTE [PAID (N ADVARGE) 1a.173 7 448 (Y>3 L4273 12003 w a8y w2 12018 2] 053
LANG LEABE PREVUM (1.25% CP NET PROPERTY REVENUE PAD 1 ARREARS} €4,058 $.408 a5 025 Ta.(0m 8587 251 0.8 TR 551 =2 hid
SUBTITAL FOIED GFERATING EXPENSES SRAOTD 13246 31152 1340 31016537 B nae "4 1518850 64331 3340y 1
RESERVES FOR REFLACEWENT DK 4330 a0 422 2010 £.585 28 028 §1.424 [Rred 248 223
TOTAL CPERATIRG EXPENSES gy LR NS T JLbsessy  JT4Me 14257 a2 PIALNT: G 5 X0 ) 17108 HIS
IRET GPERATING INCONE (1) ILRILRE  LERSEE 1 piek 4 SLUEMT  1HLI% 3Tk 2] fieXH] ®winy  2asn E4408 picReg
RETUAN CHCOSTS: [E1,% 745% 2%
TOTAL GPERATIMG EXPENSIR AS A . OF NET PROFERTY REVENUE: TIoER E-1.15% 2978
ESTIVATE() ASSESSED VALSE FOR PROPERTY TAXES: 233 OR $ITT,MRIFUNIT $36.928579 CR $14Le8D ¢ uDaT 452,020,075 OR 3194,5805 UNIT
URIT e 1R 184 {SE222-00 TII (44 73%]
MARKET-RATE UNIT MIX [252 64.85%)(% OF TOTAL UNITS J % OF UNIT TYPE): LBR: 199 48.80% 7 AL TRRI2-IR: 113 (325K S 84BERY
AFFCRDASLE UATT NIX (43 TLIS )% OF TOTAL UNIES 2 % OF WG TYPE: 1-BR:25 {R42° / $12082-BR: 20 (LTINS 1E04%)
NAATIONOF APARTMENT SZNTE 3% 107, 1250 (N, 2.29% 107, 3294 1110
AVG BASE OVTHALL RENTS FEA UNIT BY £ OF FECRCOMS: 1641307
AVG BASE MARKET SREVTE FER URIT BY 4 OF SEDRAOBS: 152.91,485
AVQ BASE AFFJADABLE RENTS PER UMIT BY # CF BEDRCOMS: 1BR-$3,029
AVG BASE OVERALL RENTS FER §Q. FY. §Y 0 OF SECROOMS 18R-$200;S5F
AVG BASE VARKEY RENTS PER B0 FT. BY 8 OF BEQROOMS: (BR-$2CBSF
AV0 BASE AFFORDASLE RENTS PER SQ. FY. BY 20F BECROOMS: SBRS1 2637
APARTLAEMY VACANCY RATE 470% 303
ARARTLENT MOV B-IN CONCEBBIONS (M WEEKSY: 339309, 010
RETAILYACANCY RATE: 20% R109
BASE LAND LEASE PAYMENTE {PAID [N ADVANTE]. 343081 PA/D | EFFECTIVE SR8, 352,382 PAID NONTHLY EFFECTIVE 5U7, $144.373 PAID NONTHLY EFFECTI/E 508
LAND LEASE PRENTUM {AB A W OF NO! PATD IN ARREARSK 1.25% FAIT L AND
KRV QF TOTAL LAHD LEASE PAYIENTE {18 YEARG AT 8.00% { Q,00% / (0.00% DIFCCUNT RAT $2,530,820 1 52,450, 812/ £2,112, 400 AND PER UKIT $9.505/ $0,7681 7,412
MAMRGERENT FEE: 24U OF TOTAL ZROPEATY AEVENUE
EXPENSE INFLATORS: IR 1T, 3% 1500, $% 1400, 3% 408
ANHUAL HF LATION OF ASSESSED PROPERTY VALUE IN JANUARY: 200%
ADVAMORES PRAFERTY TAX RATES: 10473% B 101,058 ASSECSUENT RATIO
18} THE LHTRENCED 401 IS BASED CN RENTS AND EXPENSES AT THE DATE SPECIFIED AY THE TOP OF THZ ABOVE 3 COUINNS EXCEPT FOR FROFERTY TAXES. PROPERTY TAXES ARE BASED ON A STABILREN ASSEGEED VALUE I FEB 2010 THAT ARE TREMDED
APFROFRINTELY TO THE BATES SPECIFED AT THE TOP OF THE COLUANE. FROPERTY TAXES AT GTASILIZATION AND SALE 6N YHIE PAGE UD NOT REFLEST PROJECTED ACTUAL TAXES THAT AFPEAR ON THE CONSTRUCKION AND OPERATIONS SUMMARY BECr‘UgE
TAXES DO XUT STABILIZE UNTIL FES 20 10 AND THE INTENT OF TS PAGES TQ LLUSTRATE A ‘STABUZED NOL TO RES A MONTHLY GR ANNUAL BX3 FOR ANY FOMT (N TRIE WITHIN DHE §COPE OF THIB P LOToT SN AND GPE
BUMEARY SHEET, YAGANCY RATE, CCCEGSIORS, LOSS TO LEASE RATE AND COLLECTIORLOSS RATE ARE VALUES CONSIDERED 10 SE“ETARLZED" AND £Q HOT HECESSARLY REFLECT ViHAT JIGHT BE I PLACE AT PHYSICALSTABILIZATION AND GM.E.

CST16AMMTT VERSIGNG?,!2 6-YEARS CALEANDAR PAGE2H




FINAL CALSTRS ANALYSIS

GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA

EALE PACE PER WNTT
KET OPERATING INCUME AT BALE TO SELLER {1}

PLUB SELLERS AD VALCREMPROPERTY TAXES

LESS BUYER'S AD VALOREM PROPERTY TAXEE Q)

ANVOAL HET OFERATIRG BXONEAT BALE TOBUYER

OVEEDBYTHE RATE

EQUALS BALE PFRICE

FLUS PROFERTY TAX PRORATIOR TO SELLER

LEST BALEN COSRASSION, TITLE, AND CLCSING CCOTS @ ST23.000FLLS 129%
LEES MINIPERM LOAM (HTERZET QMLY) PRINCIPAL PAYOFF

(Z83 MMIPERM LOAN (3OEREST OIRY) ACCRUED

LESSULNPAID
LESS CALSTRE 13¥ YER LOCKAACK (§ 5200% TO A 1k.00% IRR TO CALSTRE

LESE FAIRFIELD 16T TIERLOCKBACK ) £00% TOA ¢1.£0% R R CALETRE

AES9 CALSTRS 20 TIERLOCKBACK @ 75.00% TO A H.00N (R TO CALSTRS

\E23 FAFFAELD ZRD TER LOGKBACK ¢ 15753 VO A 14.00% IRR TO CALSTRS
LEBS FFA 25% HOLDBACK U0 TER LCOKBACK 3 $.295% TO A 14.00% AR TO CALSTRG.
LESS CALSTHS IAD TIER LOUTBACK § 4500% TOA 1800% R T3 CALSTRS

LESS FAIRFELD IR0 THER LCCKBACK @ 28.25% TO & 13,008 (RA TOCALSIRS
LESBFFR 25% HOLUBACK 3X0 TIER LOGKAACK @ 8.79% TO A 1248% [RR TO CALITRE
NEY PAQCEEYS FROM SALE AVARAELE FOA DS TRELTIOR

SUMBLARY OF SALE PRUTEEDS TO FFR 2% HALDIALK
2D TERUOOXBACK SPUTR.25% 1O} 1400% IRR TO CALSTRS
3RO TIER LOGKBACK SPLIT 25N TOA T200% [RR TO CALETRS
HOTAL SALS PROCEEDS TO FFH 155 HOLDSACK

BLADIARY CF SALE PROCERTR YO FAIRFIELD
13T TTER LOCKBACK SPLIT S.00% YO A 1180% IRA TOCALITRS
IAD VEX LOTKBACK SEUT 14.75% TD A 14.£0% (RA TO CALSTRS
3AD TIEA LOSKIACK 4PUT 26,25 TO A 18£0% AA TA CALSTRA
TOTAL SALE PROCEERS TOFARFIELD

SUMWARY OF SALE PROCEEDS TU CALSTRS
15T TERLOGKBACK SPLITS1.0% TO A 1000% RRTO CALSTRE
2D TIER LOTKBASK SPUT 730056 TO A 1400 IRA TO CALSTRS
TR TER LOCKEASK SPUT €400% TO 4 11.00% IRA TO CALSTRS
TOPAL.BALE FROGEEDS TU CALSTRS

(1) T TOTAL OF NO! TWWELVE BONTHS DNCLUSIVE FRGM THE NONTH OF BALE

CITUIANIMI? VERSION 07.12 E-YEARS CALENIUR

13 ANNUAL AD VALOREM PACPERTY SAXES THAT THE BUYER Witk OWE BASED QN THE 8ULE

SALE SUNMARY
195,953
% B25%

[siteifli] 7,
4320 43209 45201
@4,389) {220,375) #75)
(MATL1E0 L4109 14 472,189)
{316,130 F;‘m BALTID)
qas) @3} [ro)
{T7B2AEN {17962L3%) (37,2 5B
1581 971 $1581.8a0) ass )
(1855489 A5 (10838
@ram) LATLEIN) “r.on
(137,262, {2,968 013,659
[ et (1aa785 °
FR2A2S) BASTN, 9
s [
a 0 0
2565 132,963 A
2095 2887 <
2:=E20 ) pila el Fiilisd
(L] 1581920 1591528
413397 Fis Y- ) L2 7- 1
832079 20571 L
24020 DLt ne BLECENIY
17,8208 17.032,89) 1.052.003
128509 1OSSATE =% ]
1113565 s ]
KINNTAST SILIcAL

FAICE GIVER THE ASSESSVENT RATIO ANG TAX RATE.

FINAL PROJECTION

SALEPROCEEDS | SALEFRUCEEDS
8.35% AV RATE | G.SDX CAPRATE
O st (]
18787807 18120423 )
RATIA $54T8128
prers 1115

8.00% CAS RA §.35% CAR RATE | S50 CAPRATE

BREPAOCLEDS NALARE FCROISTRIBUTON 3243 mJ:né 3} e 3i8.773,15]
LESG TOFAL ZAUTTY BIVESTED (4R L58 19,)24280) (14824059
LEAS FEES & OTHER DEOUCTICNG AT BALE (LT jasaTER e
7 LOW{ FROM OF 141,018 1047815 1047815
JCINT YEVIURE PROFTY tuois TR LI AL $5881,877
SOINT VENTURE RR 1972% 1£.57%| 1nas

PAGE



FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA

FINAL PROJECTION
GASH FLOW DISTRIGUTION SUMMARY r
- - oy - T Lo e e v w o RN D
T tiy P dey, i a T (R i ERW ({, ") {12 gl dn
gy e, LI 1, [ ¢ v s L d.7d,, IV, [T Jﬁﬂpﬁmﬂ j’b'rm‘
TR LT NI S SALE FONLE LI P’ 9 T N L A ,_.mi.
ARTMI (&) (2 0 $4,18),583 S$1084.800 38,857,165
83%3 zmmg:; b RB:ENT £ e 0 183,355 42,663,800 SA057.188
APARTRAENT VACANGY Q1 44 9 b : (3\54!.2::) l:g,g% qu‘gm
APARTMENT MOVE- oNc;ssvoN 0 WERKS AT 0.0 TURNDVER RATE L4 o 004) ) §
NET APARTMENT RENT“A‘LCRM 0 0 ﬁ; 30 ﬂﬁizg &lnﬁ: $4788.250
OTHER INGOME @ 530.00 PER uuf (BLQ VACANEY FAGTOR (J 470% 0 [
usrrmuwmm%ﬂ RENTAL REVENUE t ] ) 52282768 $2804,027 AT S
FETAR, @ 2,744 (3 81.50 LESS VACANCY FACTOR €8 20.08% (1) ] 9 0 13,172 18,483 ™81
NETPROPERTY REVENUZ ® ® %0 $2265,058 3182¢,362 BT 330
TOTAL OPERATING BXRENSES 30 0 $18.004 £1.430,042 300,000 ML
RESERVED FOR REPLACEMENT -4 ° L] =228
INET OPERATING INCOME 10 ko] {518,004} 2835408 3¢, 102.200 £2418,044
PLUS KTARTUP EXPONEED FUNDED BY GONSTA PUNDE ° [ 18,904 268,450 ] 28731
PLUB INTERIEAT EARNINGS [ 100 [] 4
PLUG MINLPERM LOAN ONLY) FUNDING [] ] 0 44472182 LAT2AC0
GURRENT MONTH QASH FLOW BEFORE DEDT GRRVICE. -] btoo $h $1.404.88 $48.170.442 $4T.280,007
LESS CONBTRUCTION DEHT BVO EXCL nmmm RESERVE) ] 168 ) naxwy £23,18¢ 1 2007
LEGE MINNTERM LOAN REGT ONLY) DEBT [ [} ] [ 481810 ELE ]
LEAE CONETRUCTION WOAN PAYOFRF 0 ° [ ° AL 18 "G
LESS FARFELD DI DEVELDRER FEE PAYMENTS 13 [ L} [ g ]
CURRENT HONTH CABH FLUWAVNUB\-E FOR DISTRIBUTIDN ”° ] 0 $AIBAS2 710283 $3.040.018
RENAJMING CABH FLOW TO CALGTR: [} ] [ ] 83408 oK 208
REMAINING CASH LoV TO PMRmELD [4 ] [ a 83880 1,008
WORKING CAPITAL ACGOUNT BALANCE % 8 4 328,382 0 30
TOTAL CAGK FLOW TD CALETRS [] 0 [ [} o300 43,80
TOTAL CAPH FLOW TO FAIRFIELD U 3 0 o e u.w:
 TOVAL CASH FLOW DISTRIBUTIONS sa » w n slm.nls 31,0478
TAL UN EEAND ED RETWIINE GWED FHOM EDS "5 ]
TN )
73 (] 13,048,130 13838,130 13.852.130 12,433,130 13,630,4
FAIRFIELD CABN EQUITY INVESTMENT 0 1as50 185624 1105224 1,985,004 ::il&"l:
TOTAL GABH EQUITY INVEBTMENT $0 BI04 14,04.054 $14024054 Supian 214874064

C3Y1I8A0INOT VERSION D7.12 B.YEARS QALENDAR PARE A



FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA

FINAL PROJECTION
HARD COST DEVAIL
TS 297  GENERALCONTRACTOR FEZ: 6.00%
'GROSS SQUARE FODFAGE 718200

38,480,159 S 957 2.2
FOMUMOECK PARKING-MTS (2E5 PARKING SPACES & $12 ADDEACH) 2.263.410 11,108 1185
PODIUM CECK PAFUSHG-FFRES {445 PARKING SPACES @ $T2AIDEACH] 9,518,000 B,57 wa

TOTAL HARD COSTS Sr238 25342 $1ast
PLUS SPECIAL PROJECT REQUIREMENTS
DEMO EXISTING PARKING -CURES, GUTTERS ANQ PAVIRG $91,77%6 s307 an
RELDCATE 10° GASUNE & REMOVE ABANDONED 18" STEEL WATE 345,89 8154 $0.16
RELCCATE 12' SEKER AND REMOVE AND RELOCATE 64°CIPC1 ST 3104542 samz 038
REMOVE AND RELOCATE 18 RCP STCM DRAINS & 300 TELEFHD [s 3 %0.42
CONSTRLCY RETAINING WALLS AT FLEYCHER FEWY A2D GROSS! $1287%0 P s
CONSTRUCT SPECPAL BEAIAS AND FOOTINGS AT GARAGES YO &P 35339 st,78 e
OTHER neNg P 095
CONTINGENGY saRsE 73 248
TOTAL SPECIAL PROIECT REQUINENENTS Em,Te %835 .80
PLIS GENERAL CONTRACTOR FEE R8T ) S04
TOTAL HARD COST BUDGET ARz uney $14208

oM
645
A50%
190.00%

CET128A01MU7 VERSICN 07.12 6-YEARS CALENTAR

PAGE S



FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, C?
FINAL PRQJECTION
PERMITS, FEEB co! DETAIL
cosTS ARCMITECTURAL AND ENGINEERING
urmo CLOSIA 50  CORCEPTUALARCHITECTURALS bt
LAND LEGAL 115000  ARCHITECTURAL DEBIGN 695.000
LAND MITLEGLOZING 25000  ARCHITECTURAL EXTRA SERVICES 25,000
FAIRFIELD BROKER COMMISSION 0 ARGHITECTURAL REIMB Poiaried
OUTSIDE REALESTATE COMMISSION 8453  GIVILENGINEER 7.9
TRANSFER & DOCUMENTATION FEES D CIVIL ENGINEER EXTRA SERVICES !
LAND LETTER OF CREDIT 0 CIVIL ENGINEER REIMB 42,000
WATER & BORD 0 PLANNING CONSULTANT 12,000
LAND OPTION PNIT-REFUNDABLE 0 PLANNING CONSULTANT EXTRA BERVICES 0
LANG OPTION PMT-NON-REFUNOABLE 106,000  PLANNING CONBYLTANT REIMB (4
LAND CONTRIBUTIONS 140,852 LANDSCAPE DESIGN 100,000
LAND LEABE PAYMENTR 43,010 LANDSCAPE UESIGN EXTRA GERVICES 10,000
TOTAL LAND ANG CLOBING GOSTS $800248  LANDSOAPR DESIGN REIMB 10,000
SORB GNGINEER 18,000
OFFWITE IMPROVEMENYE SOILS/CONGRETE YESTING [
GRADING $1087.849  SEDVERGSION CONTROL MONITORING 0
ROCK REMOVAL 0 UTIUTY CONSULTANT 17.200
UTILTIES D UTLTY CORSULTANY EXTRA SERVICES ]
CURB & GUTTER 6889  UTILITY CONSULTANT REIM3 o
GOUND WALL 0  STRUCTURAL ENGINEER 230,000
PAVING 180,055  STRUCTURAL ENGINEER EXTRA SERVICES 10,000
SIDEWALKS 638 STRUGTURAL ENGINEER REMB 10,000
JOINT TRENEH a4 MEP.ENGINEER 100,000
STREET UGHTS 1,147 M.EP, §NGINEER REWIR 10.600
TRAFFIC SIGNALS 3877 BURVEYING 91.000
FENCING 0 FOUNDATION CONSULTANT [
LANDSCAPING 121,550  FOUNDATION CONSULTANT EXTRA SVCS 0
UFT STATION 0  FOUNDATION CONSULYANT REIMB o
DEMOLITION 2205  MISE CONBULTANTS 71,000
ENVIRONMENTAL MITIGATION 0 SPEQA TEGH 0,000
GONTRIBUTIONS-GFFEITES 0 INSPECTING ARGHITECT 30,000
ARIMBURSABLES-OFFSITES T MNALPLAT 4
MisR 0 GARAQEDESIGN 180,000
CONTINGENCY 200008  MISC AENBURSABLES o
TOTAL OFFSITE MPROVERENTS 2488204  BLUEPRINTS 85,000
CONSTRUCTION STAKING °
DEVELOPMENTAL COSTS FINAL ALTAAS BUILT 0
APPRAISAL §0  LEEDSOTUDY 2,500
REZONING, PLATTING, 8 PREL ENGINSERING C  GONTINGENCY 0
FEASIBIUTY STUDIES 2234 TOTAL ARCHITEGTURAL AND ENGINEERING £255L700
MARKET BURVEYS [
ENGINEERING REVIEWMISC 0 BONDS, INSURANCE, LEGAL AND ADMINISTRATION
EON STUDIES W0 GRADING BOND 0
ENVIRONMENTAL STUCIES 5073 SUBDMBION IMPROVEMENT BOND [
ACOUSTICAL BTUIES EAID  LANUSGAPE BOND 0
GEOFHYSICAL BTUDIES CPLETION/PERFORMANCE BOND 25.000
TOXIC/HAZARD STUDIES 2818 BONDSHISC 0
ENVIRDNMENTAL MITIGATION TOO00  INBURANCE-GENERAL LABIUTY 19,938
TRAFFIC STUDY 22201 INSURANCE-BUTDERS' RISK 510,879
BICLOGIGAL STUDIED 8143 INSURAHCEHLO0D 0
ALTA BOUNDARY BURVEY 0 INSURANCEH.O. WARRANTY 0
CONCEPTUAL SITE PLAN 0  INSURANCE-OTHER 0
TOPO/TRED SURVEY 0 LEGALGENERAL 50,000
Misc 88,957 GALARIES-PROJENT MANAGER a
Misc D SALARIESCLERICAL [
CONTINGENCY o0  GENERAL A ABMINISTRATIVE COSTS 60,000
VOTAL DEVELUPMENTAL COSTS 206,043  OROANIZATIONAL LEGAL COSTS 25000
&TART Up COSTE 0
OFFICE/CLUBHOUBE/ROBEL FURNISHINGS AND MARKETING TAX CRRDIT INITIAL COMPLIANCE COSTS 0
BIGNAGE (8003-8204) 850387  UALATAG PREF DURING CONSTRUGTION 9
PROMOTION (GRAPHICS, BROCHURES, ADVERTIRING, ETC) {a280:0504) TE000  TRANS MGMT FER 0
LEABING OFFICE/CLUBHOUSE FURNISHINGS AND ACCESSORIES (89126892 20000  RENTUPFEE 0
PODL FURNITURE, BBO GRILLE, ETO. (ED0S-5910) 478 LENDER ADMUISTRATIVE FEE 25,300
FITNESS CENTER EQUIPMENT AN FURNISHINGS, ETC. (8904-808) 30450  ACGCOUNTING SERVICES FEE 25,000
MODEL FUANISHINGS & BUILDING EXTRAS (8244.80400) 64555  OEVELOPER FEX PAID AT CLOSING 145381
MAINTENANCE EQUIPMENT {8840-8942) 0,008  PLACEMENT FEE 0
COMPUTERS $6357  OWNER'S CONTINGENCY 1,835,000
Mige, o WISC, ']
BTARTUP COSTS ZEL364  TOTAL BONDS, INSURANGE, LEGAL AND ADMINISTRATION s2860400
TOTAL OFFICEALUBHOUBEMODEL FURNISHINGS AND MARKETING savpzal
CSTIIBADIMOY  VERSION 0T 13 8-YEARS CALENDAR PAGE 6A



FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, C#

PERMITS, FEES AND OTHER SQFT COSTS DETAIL - CONTINUED

FDEP STORMWATER & NFRES PERMITS

BULDING PLAN REVIEW FEES
TDLR REVIEW FEE

€.0, FEES

WATER METER FEES

WATHER BYSTEM CHARGER

PLAN CHECK
IMPROVEMENT PLAN CHECK
IMEROVEMENT PLAN INSPECTIOM
VANDRCAPE PLAN CHEGK
QRADING INRPEDTION
BTORM DRAINAGE FEE
LANGSCAPE INSPECTION
TORTINEE FEEIPUBLIC SAFETY FER
PARK FEE
SCHAQL FEB
TRAFFIG FER:

BMIT FEE
BANITARY GEWER DAPACY FLR

BEWER FECFRONTARE

SEWER FEGFACIUTIES

WATER FEB-CONETRUGTION
WATER FEE-FRONTAGE

WATER ['EE-CAP FACILIMER
WATER TREATMENT PLANT PEE
FACILITIES BENEFIT FEE
CONMMURNITY FACILITIES DISTRICY

PERMIT-FIRE SPRINKLERS
PERMIT-HVAC
PERMIT-IPROVEMENTS
PERMIT-PLUMBING
PERMIT-RUOFING
PEAMIT-SITE WALL
PERMITINALL
OCCUPANCY FEE

egaooog

aongoaaooooooooe

[
30,788
3

74110
33,788
240129
22330
]
[
14

0
REMBURBEMENT FROM CITY OF LA MERA FOR EEWER OFFSITES (L287.400

RELOCATION OF GUB BTOP

175213

THEATER LICENSE AGREEMENT AMEMDMENT 58,807

CONTINGENGY
TOTAL PERNITS AND FEES

Jaipng
5142598

FINAL PROJECTION

REFUNDABLE HOOKUP FEES
ELECTRICAL HOOKUP FEES
REFUNDABLE FEES-LECTRICAL

M=o,
TOTAL REFUNDABLE HOOKUP FEEZ
BQUITY FINANCING COSTS

wMmas

wIse.

wmse.
TuTAL EQUITY FINANCING COSTE

LAND ACQUISIIIDN FINANCING £0STS
LAND LOAN POINTS &y 0.00% OF LAND LOAN
LAND LOAN CLOSING AND LEGAL
LARD LOAN TITLE INRURANCE
LAND LOAN DOCUMBNTARY TAX
LARD LOAN LENDER APPRALBAL
LAND LOAN INTEREST
TOTAL LAHD ACQUISITION FINANGING COBTS

TONBTRULTION RINANQING COBTD EXCLUBING INTEREDY
CORSTRUGTION LGAN POINTE (¢ 0.50% OF CONGTRUCTION LOAN
BUFPLEMENTAL DEVELDRPMENT PER
CONSTRUCTION LOAN CLOGING AND LEGAL,

COXBTRUCTION LOAN TIT\E INSURANCE
CONSTRUGTION LOAN DOCUMENTARY TAY
CONSTRUCTION LENDER APPRAIBAL
MBC.

TOTAL CONITRUCTION FINANCING COS TR EXCLUDING INTEREST

QALETRE SUBSCRIPTION LOAN COSTS
CALSTRS BUBBCRIPTION LOAN POINTD @ 785200.001 OF CALSTRS BUBSC
CALBTRE SUBSCRIFTION LGAN CLOBING COSTS
CALSTRS §UBSCRIFTION LOAN INTEREST
MEZZANINE LOAN POINTB @ 0,006 OF NEZ2ANINE LOAN
MEZZANINE LOAN DLOSING COSTS
MEXZANING LOAN INTEREHT
MEIZANING LOAN PRINGIPAL REDUCTIONG
TUTAL CALBTRS SLUBBCRPION LOAN SO5TD

NGWPERM LOAN INTEREET GNLY) COSTS EXCLUDING INTERERT
e

NISC
ToTAL UINWPERM LOAN INTEREBT ONLY) CO4TS EXCLUDING INTEREBT

OTHER CONSTRUCTIGN PRRICD FEES AND COBTB
CONGTRUCTION LOAN INTERERT REBEAVE
DEVELQPER FEE PR DURING CONSTRUCTION
BOFT COET CONTINGERCY
CONSTRUCTION PERIOR PROPERTY TAXES
WMCRA AFFORDABLE UNITS 8UBMNDY

TOTAL OTHER CONSTRUCTION PERIOD PEES AND COBTS

$137,510
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FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA
FINAL PROJECTION
PROPERTY TAX DETAIL__
(A) ASSESSMENT RATIO 100.00%
(B) TOTAL FULL CASH VALUE AD VALORENM TAX RATE ;g;;;:::
ANNUAL INFLATION OF ASSESSED TAX VAWE IN TAX LIEN MONTH ) 2.00%
TAX UEN MONTH JANUARY
TAX YEAR JULY-JUNE
ANNUAL TAX INSTALLMENTS I9r-OECEMBER 0,004 2NDAPRIL 0.00%
(C) EBTIMATED BASE ABSES5ED VALUE [N 2006 (BEE NOTE S BELOW): 852,500,573
TOTAL BASE ANNUAL AD VALOREM TAXES (Ax B x Gk $546,004
TOTA\ COSTS ON WHICH ASSESSED VALUE IS BASED: £49,895,057
LAND CLOSING AND REVELOPMENTAL COSTE 6256048
ARCHITECTURAL AND ENGINEERING $2,593,700
FERMITS AND FREB (EXCL OFFSITES AND HOOKUP PEES) $2.142,808
TOTAL BONDS, INBURANCE 8 LEGAL $2.760,814
HARD COSTS 320,118,308
GENERAL CONTRACTOR FEE $2,248.979
FURNISHINGS, EQUIPMENT, BYC. $470.318
FULL CASH VALUE AD VALOREM TAXMILL RATE @1 1.03703%
HNOTES:
1 SUPPLEMENTAL TAX BILLS ARE 1SSUED FOR CONSTRUCTION AS CONSTRUCTION 1S COMPLETED BASED ON DEUVRRIES.
2 PROFERTY VALUG 19 REASIESIEQ AT THE TIME OF SALE.
9. STABLZRD ASSESSED VALUE FROM MONTH 18 TRENDED BACK TO BASE YEAR.
PAGE ¥
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FINAL CALSTRS ANALYSIE
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA ~ LA MESA, CA

FINAL PROJECTION
LD E CALC 11
ERQUECTER XCEFROIECTED  AQUSTED BASIS
BUIRCING VALUE:
HARD COSTS: $37.228,639 100.00% SITRS59
SPECIAL PROJELT REDUIREMENTS: 1889718 100.00% 158,119
OFFSITE IMPRCVEMENTS: 2405284 as% []
GENERAL CONTRACTOR FEE: w80 a0y 4
TOATAL BULDING VALIE: 43,858,550 BG4 230,119,308
CONTENTS:
LEASING CERICEICLUBHOUSE FURNMISHINGS AND ACCESSQR €S [5912-8812): 250£00 108.00% 200w
POOL FURNITURE, BEQ GRILLS, ETC. {8908-3510): 8,178 100.00% nim
11 RENY CEN 1 ER ECAIPMENTT AMNU FUMNISHITIGY, &1C, (S534-063a) a0 19005 % WLo
MCAIEL FURNISHURGS & SUTLINING EXTRAS (8844-E248) 54535 TWR00% BA5YS
MAAINIENARCE: EXIUIPMENS [B840-8942): 098 110.00% RuyE
COMPUTERS: 26357 100.08% 5,357
TOTAL CUMTENTS: $479,516 100.00% £479,510
SOFT COSTS:
LAND CLOSING AND DEVELOPMENTAL COSTS: 721,472 10.00% 512,147
| ARCHITECTURAL AND ENGINEERING 2483,700 10.00% 8,170
| PERMITS ANDFEES: 210556 2000% 423513
CONSTRUCTION HCCHUP FEES: 131,510 2000% nEw
TOTAL BONOS, INSURANCE & LEGAL: 2730814 D% 1398,407
BTARTUP EXPEISES: 287394 LT o
LENCER ADMINISTRATIVE FEE 15380 15.00% amr
DEVELOFER FEE PAIDAT GLOSING 148241 15.00% 2238
CALSTRS SUBSCRIFTIONLOAN: 479,008 0.£0% 1]
CONSTRUCTION FINANCING OOSTS: 485250 1500% 72,783
CONSTRUCTION LOAN INTEREST RESERVE: 1,782,786 100.00% 37276
CONSTRUCTION PERICD PROPENTY TAXES: 2T 5% 64,077
JEVELOPER FEE PD DURING COHSTRUCTION: 1,630,246 anty: ]
SOFT COST CCNTIHGENCY: 285,000 000% 142,560
TOTAL SOFT COSTS: $49.203,931 41.85% $5903,548
LAND ANE CLOSING COST: 3432310 0.00% ©0
TOTAL PROJECT COST: $50,(E4 856 TIDE% 45,579,370
PLUS -YEAR STABRIZED NET PROFPERTY REVEMUE: $5.575,710 I500% 518,737
TOIAL PROJECT VALUE INCLUDING 1-YEAR STABRIZED HET PROFERTY REVENUE: 384,740,582 o8 549,761,157
PRUZARY EXCRSS TOTALS
ANNUAL FREMIUIA PER S100 TOTAL PRQJECT VALUE: 3030 $9.03 034
ANNUAL TAXES PER 3100 TOTAL PRINECT VALLE: a8 50.00 snie
TOVAL GENERAL AND UMBRELLA LINBILITY INSURANCE PRELIUIA PER $1,000 SVILDING VALUE: A NA 3460
ERImARY EXCESS IoTats
ANNUAL BRI PREMILA: 3149,753 $19.904 189,187
ANNUAL BRL TAXES: 34033 14928 4751
TOTAL ANNUAL BUILDERS RISK.NSURANCE PREMIUM A2ID TAXES: 5134116 334,852 3218,948
% YEARS OF CONSTRUCTION (28 MONTHS): 31}
TOTAL BISLOERS RISKINSURAJICE PREMIUM AND TAXES: 1510879
PLUS TOTAL GENERAL AHD UFZBRELLA, LIABILITY LNSURANCE: prifecty
TOTAL CONSTRUCTION INSURANCE AND TAXES: 4830,814
TOTAL CANSTRUCTION INSURANCE AND TAXES FER UNIT: %2328
OEDUCTIBLE PER QCCURRENCE: 310,800

CITIEAGIMNTY VERSIONGZ, 12 G-YEARS CALE2IDAR PAGE B




FINAL CALSTRS ANALYSIS

GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA

FINAL PROJECTION
QP [o 1

1M} TOYAL ANNUAL GENERAL LIAGILITY PREMRIMt $12m
ANNUAL QENERAL WABILITY RATE PER UNIT: 0.0

12) ANNUAL UMBRELLA PREMIVM: $0,207
ANNUAL UMBRELLA RATE PER UNIT: $34.00
BLALDING VALUE: 295,414,208
CONTENTS VALUE: 479,518
RENTS VALUE: [RL1N:r4
TOTAL INSURED VALLE: 43777611
TOTAL INSURED VALLIE: PER UNIT! $147,059
ANNUAL PRIMARY/EXCERS PROPERTY RATE FER 5100 Of TOTAL INSLRED VN UE: 88
(3) ANNUAL PRIMARY/GXCESS FROPERTY PREMIUM; $164,02)
ANNUAL BOILER B MACHINERY RATE PER stooarrommsunsnvn.m. 50.00
(4] ANNUAL BQILER 8 MACHINERY PREMIIM $1.781
ANNNUAL ENVIRONMENTALPOLLUTION RATS: PER UNTT: 3500
{8) AKNUAL ENVIRDNMENTALIPQLLUTION PREMILM: 4455
TOTAL ANNUAL OPERATING INSURANCE (1 2+ 84 4+ B): sImuT
TOTAL ANNUAL QPERATING INSVRANGE PER UNIT: $603
TOTAL ANKUAL OPERATING INSURANCE PER BED: Hi?
DEDUGTIALE PER OCCURRENCE; ¥108,008

CST130A09M07 VERSION 07 12 6-YEARS QALENDAR
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FINAL CALSTRS ANALYSIS
GROSSHMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA
FINAL PROJECGTICN
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FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA
FINAL PROJECTION
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FINAL PROJECTION

e S ety i

- s 1]
R G AT

QLN
MQVE-M CCHCESRIQNS £ D WESKS AT 0.00% TUBROVER
NET APARTHERT ARNTX, REVONE
OTDERTLOUE $ 310.50 PERUMIT LESS VACAACY FACTOR g1 450
HETFOVX, APAATNENT REMTAL REXEXUE
RSTAR /4 2244 § ¥1.57 LESE VACARCY FACTCR § 2250%(0)
EVENLE

HET FROPERTY B
OPERATING EXFENSES
AOVERTSNG
REPRIRS, MAINTENAHCE, BUILEINT SYCH & CCAVON AREA BANT.
CEHERALANO ADMIMNTIRATAVE
g
UTRITES}
TOTIL VARARLE QPERATING EXPEMSES
THEUAANCE
PRCPRTY TRES
RAEEASTT {=ATE PATRNTS
SANDLEASE PARTLIPATION I REVENLE
TOTAL FIXED GPERATING EXPENSES

FINAL CALSTRS ANALYSIS

GROSSHIONT TROLLEY SITE-EAST FHASE -ALTERRA - LA MESA, CA

TOTAL CONSTRUCTION CQGTB
<

EQLRTY FLD DRALS

CCIBTRGEIION LN DRARS
SUTSIY HOLDIAI ACTIUNT
FET CONRTHICTION SINARCING

” T
TS s :
[] ) [ 3 e ] o
E-4 oy or »1 u7 =14 w7 ar 1y mn ur 2 n7
] [ [ [ ° ° L] [ a [ [ ] e
7 ] ] ] [3 o 3 q 0 Q 0 8 7
mn ay F-H k% o m m N 3 m <] m E2>]
WA 2530% LIt 8 7930% 83.30% 3003 s [LE 25 IR (3113 I 25575, TR
w E=2) F3] = E) i s pi-3 23 m m 2w 1
[ R IR aws 2% 313 [1¢ 2% #Haok BIR B30% 2330% S804 5w
$534.770 mern P hr ] LA Eiaihe ] SSIRTZD R0 4530020 53370 [L.T5 ) s
=R L olilad ™ WA U smera ssure e iz n¥J0 o ra wKaari P Ve ] $s.nesin
paan s sRY A0 gz [~ ) 2] R&32Y ang [t 2 GRS
gamg o [} 0 [] Q [ [ ¢ q a 0 {108y
i w10 513,400 31,80 L3400 STAR [ $Lea P BRAD $813.400 SEIAG s5s500
247 (2.4 e [ s 1417 [V 251? 8877 85T (L ]
Isnaa1e wamr wanr wogy sosr - paar s s wa@r $saapz ioa ¥ d U
EY ] 171 1253 229 3283 1243 35 o 13 e FET 322
3 R13 umT ano 5032 239 £528,320 8510 s 2RAlY BRI fSuALR ssishia s
082 DER 642 oA s Rz $I9042 9542 | S50 s [vse 381104
425 4672 458 AT 4075 4573 (L 1475 473 &3 4 4875 nIN
1Aw ner Bt s 132 Y1 ] 01 13508 55 1353 13828 [FY~1 wa
LLa 4] 57t 550 1 Ei A8 SEN a5 571 S L s pao-
11,88 s uo 1,700 W (3,1 =70 13750 185% 15 1510 1510 14,105
nat nIN 1IN 2] L5 B 1131 13,08 1384 1933 Rl 3
123,91 sy swar ey SHAT Rr T Lealoid [LTY-0) 1,048 AT ST $HL LR
18408 a0 I 151 an ) o =0 wsm e 8300 9,009 01704
us s 4901 e ] 4371 45201 a4 2o L3281 LY. 1] a 45201 a1
] ] L ] amn ° ® ¢ ] 8 [ [] 17533
[] 9 ] ] wmazs L] ] [ 3 [ ] ] =T
som g 1201 Ny 12018 $E210 oL A8
3L ST SH8087 SHomT Qe $8,047 HASHT SN 318,50 staanm $145050 $HILD uxAe
1 451 a5 SEN a5 EX il 3,371 451 6571 S5 san 3418 81,281
aasss $a74 72 s e sn2103 J374772 T b1 0%00) ar4me $y727%) v ARy 26,378897
4 1 n ° 1) <& n %0 2 £ 2] ) w
[} ] [] 9 a ] [} ] [ o s [ [
v Q L] 9 [ [ ° 2 [] [ ] [] 3
o c a [ [ [ 2 0 [ 0 [ P 3
s [ ] 2 q ] El [ ] 0 ] q 3
° 6 ] [ q ] ] o [ ] 0 ° e
9 ° L o e 3 [ L] ° L] [ 9 q
] 9 9 14 o e ] ] d q > ] <
] ° L] ] ° 2 0 ] [ ] [ 1 °
[ a [ [ L] 3 [ 0 [ 2 [ o ]
g 3 4 [ L) 8 [} (] 4 ? [ [ ¢
[ [ [ ] [ ] c ] a ] e e [
2 a e 9 ] [ o 2 a e 2 ° Hosx
] ] [] q a ] L] [] [ [ ] o (]
] [ ] ° [ ] 9 [] ] L] o 2 ¢
[ [ ] ° [ [ 9 ] ° 0 [} 3 °
° ° ] 9 ] ] 2 ] 3 ] ° L) e
[ q 9 3 [ ] [ [ [ [ ] ] [
9 3 L) Q [ q ° ] L] 4 L] [] g
] £ 2 L %« ] o o] ® ] 0 L] FWEOAN
[ ] [ 4 3 ° [} 3 ] 3 [] [ B
° q < [] ° ] ] ] 8 9 [ e q
] L] 239413 [ ° ° 9 ] [ o [ ° 20208
[ [ L3 ] ° 2 9 [ 8 (] ¢ 2 o
$0_ P JEoass [L] $ 1] .3 & 10 £ » 0 froiLiy




FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA

FINAL PROJECTION

4 ooon 503
FIHYGICAL UNIT OCCUPANCY ° o (] 3
PHYSICAL UNIT GOCUPANCY RATE a.nrs 0404 0005 530

OPERATING INCONME
GROSS APARTMENT WARKET RENT 0 0 L] 34163555 &,484540
GROGS APARTMENT POTERTIAL RENT 7} s 2 94,163,553 $0,484340
APARTMENT VACANCY {3 4.70% [ q B {1,543,281) £302,808)
APARTMENT UOVE-IN CONGESSIONS {3 0'AGEXS AT 00% TURNOVEF q [} 0 (412,000 ({10,058
NET APARTMENT RENTAL REVERUE L) L o 32208270 $5,150.780
OTHER RICOME ) $30.00 PER UNITLESS VACANCY FACTOR @ 470% 2 4 g #4408 15338
NET TOTALAPARTMENT RENTAL REVENVE ] 0 w0 $8.280.113
RETAIL @ 2,744 4) $1.50 LESS VACANCY FACTOR R 20.00%({0 [ ] [ 3472 1892
NET PROPERTY REVENE 0 o © $2285,828 sa,3c6008
CPERATING EXPENSES
SAMARES 50 Eol 1739 $464,195 367,704
AOVERFISING ] i o 78,508 58,500
REPAIRS, MAINTEHANGE, BLILEING BVCS $ COMMON AREA MAINT. 0 q 3 1731 12,70
GENERAL AND ADMINISTRATIVE Q [ 1575 087,088 68,852
MANAGEMENT FEE q a [ 0710 (aa.185
UTILIMES L L} o 145303 18772
TOTAL VARIASLE OPERATIRG EXPENSES - ] $1asst 381971 $1.013720
INSURANCE [ o [ 163200 01 08
PROPERTY TAXES [ ] ] 205,271 531,925
BAGE LARD LEASE PAYNENTS [ 0 [ 3 1247
LAND LEASE PARTICIPATION IN REVENUE. ] [} q [ X
TOTAL FIXED OFERATING EXPENSES 0 HJ 5 2450475, STE430
TOTAL GFERATIRG EXPENSES 30 50 $18,504 31,430,442 $1.919,150
REGERVES FOS REPLACEMENT [ [ 0 0 61201
KET QPERATING NCOUE. 30 ] (318.904) SEISASS $4.325507
CONSTRUCTION COSTS
LAND LEASE PAYMENTS 48,031 $66.182 M43 St4420 s
OFFSITE IMPROVEMENTS 2,405,289 ] 0 Q q
LAND CLOSING ANO DEVELOPMENTAL £QSTS 40580 240,852 [ ] q
ARCHITECTURAL AND EXGINEERING 2518100 12.000 12,000 8,000 o
PERMITS AND FEES 2102508 ] q 0 0
CONITRUCTION HOOKUP FEES ° [ [ 137,310 o
FOTAL BONOS, INSURANCE & LEGAL [:3 r287 A 1,978,415 0
LENDER ADMINISTRATIVE FEE [} 8460 8,460 8450 0
DEVELOPER FEE PAID AT CLOBING 0 148241 ¢ o a
OFFICE & MOCEL FURNITURE, MARKEYTNG & STARTUP EXPENSED [} 0 T4 834983 [}
CALBTHS SUBSCRIFTION L0AN F2NAT ] 179 849 [ L] [
CONSTRUCTION FINANCING COSTS [} 5350 o [ [
CUNSTRUCTION LOAN INTEREST RESERVE [} 62205 1408054 2020534 50,603
CONGTRUGTION PERIOD PROPERTY TAXES 51,384 101,541 181,042 22452 ]
BEVELOPER FEE PD OURING CONTTRUCTION [] 45890 650,844 465,008 [
SOFT COST CONTINGENCY ] o e 225000 ]
LMCRA AFFORDABLE UNITS SUBSIDY ] [ a {4,583.855) q
HAROD COSTS 16987 0952597 1IN0 8,030,534 q
GEKERAL COMTRACTOR FEE 1132: sa7,18% 1,271,663 418832 [
TOTAL CONSTRUCTICN COSTS $10.002 BAS $11.977.73t S25,374820 $11.500,244 5230,6%1
CALETRS SUBSCRIPTICK LOAN DRAWSPATORF} 092,45 (10,032,843) [3 [ [
EQUITY FUND GRS [ 14824054 o q [
CONSTRUCTION LOAN CRAWS 0 7245572 25774800 1160044 250,693
SUBSIOY HOLDING ACCOUNT o 0 ] 9 0
INET CONSTRUCTION FINANCRIG $10092,843 s1g77.7a SISITLE50 $11,600.234 250,693

{1,683,958)
8,116.308
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FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-EAST PHASE -ALTERRA - LA MESA, CA

FINAL PROJECTION

CALSTRS SUMMARY OF RETURKS FOR SALE IN MAY 2
Fab mvt 189A453200) E] 0 BRA53200} [ 0
Mar 2007] 0 [ [:} 0 [ ° [} ()]
Apr 3C07] o T [ [} ] o o [
Mey2007]  (2.046.818) 3 (2.0@816) a 2.048816) [ (2,048,216} [ {2.048316) (2046,816) {208,518} RLNE.036}
X 2007 ®16211] [ BT ] {10,711y [ [30530) ] (810714 (810,751} EIOTH) .3 Reti]
Jud 7007 aRan 4 (222) 9 Q9 {man L4 (eazn .27 Rz {m27n
Aug 20071 (785.476] ] (735,175) q [ Xr ] q RTH [ 735.176) (35,178} 035,178) {735, 176)
Sop 2007] g [ [ ] 0 Q o [ 0 ] 0 14
Cet 2037} a o [ ¢ [ [] [} 0 Q .3 0 °
Hov %007 [ 0 [ ° 0 [ [} [\ Q ° ] [}
Cec 2007 [ a 0 ] g ) [} [} ] 0 [} ]
Jan2008 a 0 [ 0 q 3 [ 0 L] [} ' q
Fob2008 [] [} [ [} q o 0 0 ] q ] []
et 2008 [ 4 0 0 [} 0 [} [ D Q o ]
Apt 2808 [ [ q ()] g [} 0 ] [ ] o 0
\tay 2008 0 a [} [ o o Q ] .4 o o 0
A 2004 ] g qa q [ 0 q o o 0 ] [}
Jut 2004 [} 1] [ [} [] [} [ [ [ [ [ g
axg 2608, o o [ a [} [} q [} [} 0 [] L}
Sep 2008, 0 0 [3 [ 0 q L] [ [} 0 [ [
ccmr -] o ] L 0 ] [ o [} [4 ° °
o 2008 [ o [3 [ a L4 [} 0 [ [ ° o
Dec 2003 -} 0 ] 1) [} [ [} ' [ [ [ o
Jan 200 3 [ [} 14 [} ] 0 a [ ? ] 0
Feh 2009 a a 0 0 o ] [} q [} o a L
-4 [} 0 [ a ° [} [ 0 0 [ [
[} [} [ [ [ 0 o [ 0 ° a o
[ [} [} [} ] [} [ o o 0 [} [}
[} Q Q [ ] 0 [ [ a o ° o
[\ a [ 0 ] [ [ [ q a [} q
0 8 L a [} q [ )] q q [} a
[ [ [ 3 o a [ )] 4 L [ o
[} 2 [ L] 0 (] [ [ o [} [ []
] [ [ 9 0 [] o a ] [ [ [
P [ [ ] 0 [ [ 0 ] o [ [
o [ o [ 0 [ 0 0 o [ 0 0
0 ] o [ [ [ [ ° 0 [ 0 a
[} BTG 57,741 [ 857,747 ] 887247 o LAl &ST4T asear 857,147
0 108,053 108,058 0 1c8,050 [} 108,059 [} 166059 156590 185,059 108,059
a o 0 17.9a2083 170 e 1555892 19512872 169,795 19,787,457 21,334,357 18,787, 457 JL15D.44D
HEE] $IB3E05 [S12,674328 517862083 $5.287 1A 31,855,519 35,540,348 FITNESS 37,113,149 38,656,301 7,113,180 SATe IS
ONTHUY: WA aBT™ Liow 2% 131% 12y 0%0%
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THLS
= FINALCAESTRS ANALYSIE==
= EEE= GROSSMONETIROLLEY-SITE-BRAVADA-WEST.PHASE=LANMES AT,
CUITA00S 0235 PY CSTIITAVIINT VEASION 07.12 $-YEARS CALENGAR FINAL PROJECTION
SUTIARY OF CAPITALIZATION PROPERTY AKD BUJLBING DESCRIPTION CAPITAL SDURCES THROUTGK LOAN CAONNERBION OCT 2908
lstmm @ICTN OF COSY) 311,577,203 | [QEICRIPTION: WOOD FRAMING, EUILTAS RODF ROGF, 6TUCCO 8I0MG EXTEARR| | EQury .70
4 FIRE SPRIKKLERS N A 3 STORY OLER PODASM GARAGE BLIEING CONSTRUCTICN LDAH T2
CALSTRS GUSECRIPTICH LDAN (FUNG A2AY 2003, TAKEQUT FEQ 2007} $18,377,200 | [CONFIGURATIGH, CALETRS SLBSCRIPTION LOAN 131200
GALSTAS SUESCRIPTION LOAY INTEREST § 530% $50072 | {NMEER OF CNITS o} NETCONITRUCTION LOAN PERIOD NCOME L3R,
CALSTRY SUBSTRIPTION LOAN POINTS & FEES 389320 uer ECOUARE FIOTAGE CF UMITD 108 | | RaTAL cauRees 17 ATFYSTR
TDTAL HEY AENTASLE SOMARE FCOTAGE OF LS 20848
CORSTRUCTION LOAR FUHD WIKY 2008, CCRYERSICN OCT XC3) $34,531802 | 2P LEASDIO /CUIBHOUSS 40
UMN-TO-CCST RATDO JNCL MIEREST REEERVE) 500% SQUARE FOQTAGE aLe
LOAM INTERZST 9 &5 (TUTAL FUNDED RESERVE) $3,183.770) 32554483 | {NUMIER OF RENTAZAR SULDROSFLOORS 303
LOAR FOINTE §3.715%) FEES, AHO CLOSING COGTS $200,037 | INURBER OF ACHES 33 LOROSS
[UrT DEMIITY FER ACRE 0.0 £ GROSS | CAP[TAL USES THROVGH LOAR CORVERSIGN CCT 2002
[E15-P M LOAN JNTEREST GNLY} {FUND OCT 2003, PAYORF SAY 2910) 934,132,002 § [URIT X (15% AFFORDABLE) AR5 SOR. ZRAS 57
LOAN-TO-GOST RATIO 0K | IPOCLE T SPAS 121}] consRUCTION COSTY HHSTILC2
ARMLAL CEDT GZAVICE {130 OTR & 2.1 R ETANUZED NOT) 42:322,143 | [PASDAND STRUCTUR E SPACES - PUBLIC m WARKING CAPTTAL FUHDDNG 207598
LOAN ZER UMIT $148.308 CTURE BPACED w2 LOAR RESERVE
VG, \URKET RENT SJERUNIT F8Q. FT. UNTREMCED SLOBTIS184 ||  TOTAL WORKING CUNTAL AND AEBEAVE BLI
[AvG, AFFGROABLE RENT FERLNIT ££Q. FT. UNTRENDED s1a83) T8 REFUND CF CALSTRS SUBIGRIPTICN LOAN 13,377,250
IAVG. TOTAL RENT PER U3IT/ 8Q. FY.UHTRENDED 314127 $1.71 | ITOTAL USES LZIDL0L
LOAN RES THROUGH LOAN COMVERSION OCT 208
CONSTRUCTION LOAN ™, e
LESS ENDING CONETRUCTION LEAN ORAY BALARCE Hoeny
[TOTAL LOAM RESERVE 8
SCHEBULING ARG TIAING Wﬂ%m
MCHIHE  YONTWYEAR TOTAL LOAN DRAWS- R4
t LAY 28 NEY OF NCOME DURING COMSTRUCTICH LOAPERE  S&20,TT9
1 HAY 2008 PLUS FURDED STARTUP COSTa 202430
10 FEn 208 PLUS INTERESTEARNDIOS 2
1 Y 7008 TOTAL CORSTRLETON LOAN PERIOD INCCHE 3801,150
FRGT DELIVERY {33 AV MONTHLY) -] FER 248 (ERS (NOOWE TOVARD LOAM (NTEREST (148} [V
21,919,300 F13 1 202 | {FIRTTLEATE [(SUAYD MONTLY) - FEB 2008 HET CONSTRCTION LOAN PERICO INCOME. 2207 A2 |
8L0G PERMTB AND FEES SITTRIIL 1224 3234 | [ARST RENY NCREASE (2.00%) [} JA3 2007 PLUS EQUITY SWESTED OLELNG CCRETRUCTION 1371300
OFFBITES 3,341,193 $8.440 . | justoeuvery 2 AUG2008 UIRUS TOTAL CONSTRUCTION COBTE (41,502407)
CONSTRLETION PEEDQD FROPERTY TRAES [ rirAl-} $HT $1.02 | loURATION GF CORSTRUCTION 3 YRB,4)08 0508 inCAMB | FTOTAL\WORKING CAPIEAL RBLSEY
TOTAL BCNDS, INBURANCE 8 LEGAL prittig nxe 5157 | |CONSTRUCTICR LOAN CONVERSION 10 ©CT2008
CONSTRLCTIOR FNANCING COSTO 1314300 3.8 3163 | {FLALY LEAGED 19 LEASES) 20 oot 2008
CFPCE & OOEL FURNITURE AND MARKETIRG 842 240 $2.25 | JSTARUZED [39% OCCUPANCY, 211 LTS} 31 NOV 7008
BOFT COBTCONTINGENCY $225090 1978 $1.05 | {SALE DATE (391.0WAT 25% CAP) ] MAY 3010 -
DEVELOPER FEE PT GURING CONSTRUTTION (00%) 31,251 432 [ 28] 4530 | {120LOBXG FERIOD (EGUITY THRU BALE) 3 YRS 4NDS OMTIa QYD | SYNMWARY OF EQUITY, CAPITALIZATION
HAAD COSTY $31800287  $137,340 934850 | [POLDING PERIOD (LEATE START THRU SALE) 4 YRS, 180 0SASin ONMD
GENERAL QUNTRACYOR FEE 1895432 8241 (V) CALATRS (§2.0%) $10487,024
LAAD LEASE FAYMENTE 321453 nn (2) FAIRRIELD (AS0%] 91413
CALYTRE SLESCAIPTION LOAN POITS & FEES 83,500 i () FPR2S% HOLCBACK {8£0%) [
CALSTRS SLEBCRPTION LOAN INTEREST 002 2000 TaTAL EQUAY $11.077.200
LMCRA AFFDADABLE LRATS ENBSMY SLALDY  s8WT wAr2010
CEVELOPER FEE PAIDI AT CLOING $173,712 3403 $043 | [BALE FRICE (8.25% CAP BATE) $31,034,458 CR SZN.BISHIT | L1y CALETRS PROFIT INTEREST 20.00%
LENDER ADMBISTRATIVE FEE $19.850 EH $0.0¢ | {HET CPZRATING NCOMVE AT 8A1€ (FO SUYER) 33,12,w3 | |7} FAIRFELD PROFIT INTEREST pili]
CONSTRUCTION LOAN INTERSST REBSRVE TBAEY 31090 31209 | IRR 1415% | (7] FPT 25% HOLORACK FROFIT DITERZGT WS
lroTaL consTrueTION COST FTY o G A 21 £21292 | [cALSTRS PROFIT $5490.707 | [15F LOONBACK (1) 9a% /(8% Hore
TOTAL COSTLESS $RI43T9 ROC; 8.20% | | TOTAL PRCCEZDS AT SALE TO CALSTRS $14433,114 | [2HD LODKBACK [1) T55.7C2) 1075 £ ) 2.25% 14.00%
PV OF LAAD LEABE PAYMERTS R2.00% 143070 mws 538 | [CASH.EN.CASH RETURM T28% { |SRO LOOKBAGK (1) 5% CH 20.25% 4 [3) L.1S% 1.00%
EEFUAN-OH-CASTS UNTRENDED 5.13% | [EQUTY-T0COSTRATIO 2500%
SETCHR-OM-CCSTE FTASLRED [+
EQUITY DIETALUZENTE ® @
ST EQUITY (NSTALLMENT FE3 2007 N0 DI
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FINAL CALSTRS ANALYSIS
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FINAL PROJECTION

16/1BAATA ] 710 90,600 TASY
1BRISNAZ 13 1BSTE s A0 645240 3,770 (X[} 219 704,704 58732 1540 238
15F/10AA3 8 1585% 28 26516 41530 £3540 1,480 208 To080 £0,500 1510 124 TI654 s1472 1,798 235
13RBAASA 6 % e 434 108,520 8910 1,405 207 110734 9,132 1822 2 72,582 12 LX) 3
25RMBABIVL (WGST 3 SETUTIL AL 7 3048 §$8 asnr2 52564 4392 (5] o AR 4TSS .13 [T 025+ 8,012 m p22
ZOIBAEE-W (MAXS 1550357 UTIL ALLE 19 4T0% 993 10,553 )4,614 BI02 1482 149 253812 725 LY 1.8 24184 18032 159 1R
28RRA-8Y 8 18%% 153 sen z5,3%¢ #0330 L198 78 138,024 1.2 107 162 144,504 12957 2041 am
WAABAEL I3 05T 148 20,300 330 925 (130 73 3,112 <4 o V] 622,284 61857 0% 198
Z6R2BA-B2A 6 28i% 1658 (5] 1030 1080 1810 172 14244 1nsm 1917 128 149332 2,440 2074 138
TBRIZBA-B3 4 LIw 1% 5,100 o200 g160 205 153 104,564 [17:4 1R 19,105 2753 2an ta2
1RZBA-BIA 11 4TS 1977 1280 254,00 21,078 1528 184 M s nRe 2,403 (%] 9,204 24167 2208 1.0
28R2AA-818 1 s 1,205 3,815 0,080 ELg 1960 1 T sn 2,141 IR} 60,853 a.739 2246 g6
2E2BA-84 42  TIFH s B3R 1015560 5530 2818 [ 1,169,258 2430 2201 114 1463344 04,987 29 15
GRESS MARKET RENT 230 t00.00% 908 2CAA44 35888 $380,109 3% -] Fik- A0  YIEIIH $1Rs [3% 3 SSOISE0  SANAS $1,025 29
GRO3S FOTENTIAL RENT saIsezse 3368183 NEm SLTH 4799760 M990 Fipe ] s1.02 §5015050  HAI9ASS 31028 203
VACASCY ) 4.705¢) (1.18% (] RI5304 18,282) 09 g (319,705 (62) (o.08)
WET RENTAL RENEMUE [7R-4 - WA U 507 s163] SASMam RBIS $1857 s168f 347IamM3 8395840 Ribed 3192
GTHER INCONE & SIQTH PER UNIT LESS YACANCY FACTOR @ 4R 19 pen 6578 e o £5.19% p ALY 11 ]3] 50452 p A1 3 984
NET PROFEXTY REJENUE JIRITEIT S, iR d fikLi wn| sesrz D LS e giemggn  SAS HM 145
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BACEPRY

SALE PREE PER UNIT
(AENUAL NET SPERA TG ICOME AY BALE TO 2ELLER (1)
PUS EEUZRBAD VALOREM FROFERTY TAXES
LESS SUYEREAD VALOREM PRUPERTY TAXES ()

; SET GPERATIVG IHCORE AT BALE TQ BUYER
CIVIDED BY THE CAPTTRUZATION RATE

LY SALE PRICH
FLUSPROPERTY TAXPRORATCN Y0 SELLER
LESSSALES COMMISSION, TITLS, ARD CLOGING COSTE @ $1CO0M0PLUS 1.00%
LESE MINHPERY LOAR (IMTEREST AL PAYCEP

LESE CALSTRS ZHO TIER LOGKBACK 4 750U% TO A 14.00% BR TO CALSTRY

LZ58 FARFIELD 280 TIER LOURBALX & T TO N +4.£0% iRR TO CALSTRS
LESBFFR 5% HOLOBACK 218 TER LOOKBALK @ B24% TO A 14.05% (RA TO CALSTRE
LESE CALSTRS IR0 TIZR LOCKHALX 3 E500% TO A 13.400% IRA TO CALSTRS

LESS PARFEL] IR0 HER LOGKBACK £ 25.25% TUA 14005 FIR 1O CALSTRS

LESS AR &9 HOUTIACR JRD fTER LOCKBACK 875 TO A {850% [RR TO CALSIRE
(RET PROCELRS FROM UALE AVAILASLE FOR DIBTREUNGN

SLIRARY GF BALE PRCCETDS 1O AFR 75% HOLOBACK
2T TEA LOUKBACK SFUT 6.I5K TO A 14 20% (RR 1O CALSTRR
87 REILOOKRACK SPLT L T3% TD A 18£0% IR TR CALSTRS
|TUTRL BALE PACCEEDS TO FF8 333 DOLUBACK

SIDIVARY OF BALE PROCEEDG TO PAIRFIELD
1ST TERLOOKBACK EPLIT $44N TU A 10005 (RR TOCALSTRS
2D TER LOQEACK EPLIT 18I3% TO A 14.00% (RR TOGALEIRS
IR0 TIER LOUKSAGK SFUT 78254 TO A 1400% (RA TOCALSTRS
[ TOTAL 2ALE FRUCEEDY TO FARRELD

SUMWARYTOF BALE PROCZELS 10 CALSTRE
137 REX LCOKBACK SPUT $2.00% TD A 11.£0% RR YO CAUSTRS
IHMD TER LOGKBACK EPLI'TS.O0N TOA 1400 RRTD CALSTHS
IRD TER LOUKBALK APLIT 35405 TO A 18.00% [RR TO CALATHS
TOTAL SALE FROCEEDY TO CALATRS

CEEDS.FOR GACE]N [IAY
]

FINAL CALSTRS ANALYSIg

GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, CA

PROCEEDS
5005 CAPRATE

Q
14.20230)

BALE PROCEEDS
CI5% CAPRATE

FINAL PROJECTION

e

RARIZ
mT2%

[ v
13430114 Bo128472
B0 oot

(IR 1137H

(RIS
msIsu
484133
b }
$2,204883 0 T
a10% 2815 3t2004
2,33
I8 445 FROFIT
XIRR
SALE PROCEENS AVARABLEFQR X
(112,085 (£66 VOTAL EQUITY BVESTED
asan LESBFTES & OTHER CEDUCTIONS AT BRLE
@A) PLLS CASH RGWFROM QPERATIONS
el \woiNTvENTUREPROFIT
]
L JOINT VENTURE (R
9
17053 aTAse 2438
188228 8578 ]
I i 7o) o
130,014 L1384 1478014
sy sezare e
00103 B3 3
ki b g SLIEEATY
Qmeor T o
129,584 1229504 13055
L70m i Q
HLHRIS [$CU-<SPT SR S AT V)¢ )

{17 VHE TGTAL OF NGI TAELVE MONTHE BCLUGIVE FROM NEMONTACF LT

CSTUIASIHI? VERSION(L.12 SYEARS CALENDAR
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FINAL CALSTRS ANALYSIS

GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, C#

FINAL PROJECTION
BASEEXFERSES JAN 3008 AY STAERUZATION (NOV 2008067 21!
TOAS = & S F o PERA ~YERSOTT PN AR & & o % LA ZIST AT —PERSQIE [
B e R ] e R e e ROy T
332,080 1,33 31,509 3044 neM2 22870 31,155 R
MNVEHTISING 40750 34 an A8L? 9w (&4 139
ATPAINS, VAIHTENANRCE, BURCDIQ SYTS & CORMAR AREA VUST. 115000 7,553 U8 055 fasa%2 10421 &4 250 hriiXeiY 10r1 *8 a8
GESFRAL ARD ADNTISTRATVE 45,000 9% u8 [F/] o016 L8, ar q2¢ 2254 k-4 025
VANAGELENS FEE 128,004 142,587 &7 nat 153812 1458 688 as7 uay0 2ns (3] oJ0
UTRMMES e 250 9,504 4% o852 11820 [ 1] M7 ast t24.188 10349 $4a ase
SUSTOTAL VARIABLE OFERATIAX) EXPERSES SE1504 $57E24 83007 [~ %) SISASB £82.713 32 3341 L7048 S S04 A2 an
IRSTRANCE I 1243 .71 a6s 199,018 1259 an I3 w2984 13,582 A ars
TUTAL PROPFERTY TAXES 419483 35907 7m 07 457,258 3,195 VB8 218 AEBADY nss? a3 224
BASE LARD LEASE PAYHENTS (PAID LN ADVANGE) "z amn 489 asé 1,727 a0 ] -l 034 "Iz 231% 438 asé
mmm;tmwwrmmemum .59 o 028 4855 353 o 1,123 St %8 a29
SLBTOTAL FIXED OPERATING EXPENSES 520 381913 iV ) falig ST A8 p12¥.:0) 465 5378 SEASA Naae 38
HESERYES FCR REFLACEMENT Q@ e a1 40 e e 3274 axr po: 15
TOTAL OPERATING EXFENSES 12206 1l HaE] it g e e s pun o
ICORE 1) nnang g nza pit2: ] Nozded  5tely FSFEETY 4478 HiRes  Hnmsn uan a5
RETURN GBRCOBTS: ans [+, 2] T3E%
TOTAL GPERATING EXPENIES AS A % OF HET PROPERTY REVENUE: NN HMmS Rnms
ESTATED ASSESSED VALUE FOR PROFERTY TAXES: 341,513,031 OF 1B 4948 UNIT $44034,810 OR 3194,542J UNIT 445711 OR L85, 373 UNTY

UNIT R

UARKET-RATE UNIT MIX {185 6470 %)% OF TOTAL LTS £ % OF GNIY TYPE):
AFFORDAZLE UNIT MIX (35 19238530 OF TOTAL UNITA ¢ % OF UNIS TYPEX
MFLATION OF RENTE:

A¥G BASE OVERALL RENTS FER URLY BY ¥ OF BECROOME:

AVG BASE WARKET AENTS PER UNIY BY # OF 6EDRCOME:

AVG BASE AFFORTABLE RENYS PER URIT 8Y # OF SEORCONS:

VG BASE OVERALL RENTS PER &Q, FT. 8Y #OF SEOROOMS:

AVO BASE MARXET RENTS PER 6Q. FX. BY 9 OF EDROOMNS:

AVD BASEAFFORDAELE RENTS PER 4Q. FT. 67 3 OF BEPROOMS:
VACANCY RATE:

MOVE-f CUNCESSIONS (R WEEXS)

BASE LAMD LEASE PAYMENTS (PALD IN AOVANTE):

LI LEASE PREZEUIL [AS & % OF HO! PATD 08 ARRZARSK

SANAGERENT FEE:
EXPENSE HFLATORS!

ARBLAL INFAYION OF ASIESSED PROPERTY VALUE (M JANUARY:
AD VALCEEM PROFERTY TAX RATES:

18R 315 (LOLURI2-GR: $15 (R0.0T%)

1ER: $8 (2215 ) BS2Z412-8R: 07 (A2 17% S 0I5 )
LB 17 (LIBN7 14 TAR-BR: 15 (AN F15.05%)
% LOT, 325% DTN, 325% 109,335 110
1891383

teR-$1,448

1BR-31,012

{BRSZLARF

\BR-S21Z73F

R

4704 Zon

A39.203,0 11204

337242 PAID 1 EFFECTIVESAIE, 374,484 PAD MCATHLY EFFECTIVE §07. $111.727 FAD MONTHLY EFFECTIVE ST
1.29% PA 3 509

HEYV CF TOTAL LARD LEASE PAYMENTS {05 YEARE AY 8.00% /AL0% / 1000% DISCCUNT AAT $2,200,403 £ 33,930,723/ 31,683,353 AND FER UNIY 39,9537 38,134/ 57,102
REVERVE

.50% OF TOTAL PROPERTY

IR 107, TS B8, 3N KDY, 3K £

20%

103N @ 100.0UK ASSESERENT RATIO

N PLACE AT PHYSICAL STADUZATION ANU SALE.

{1} THE LHTRENDED NCRHS BASED ON RENTS AHO EXPENSES AT THE UATE SPECIFIED AT THE TCP OF THE ABOVE 3 COLU U5 EXCEPT FOR PROPERTY TAXES. PAGRERTY TAXES ARE SAGED CNA STABILZED ASSEZSED VALUE DI VAH2CCS THAT ARE TRENDED
APPRIPRATELY TO THE BATES SPECIFIED AT THE TOP OF TRE COLUMNS. YACAACY RATE, CONCEASIONS, LOSS TOLEASE RATE ARD COULECTION LOBS AATE ARE YALUES CORSITERED IO BE *HTABILIZED" AND CO NOT HECESSARLY REFLECT VAT MIGHT

CSTREAIVIT VERSION (0.11 §-VEARS CALENTAR
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GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, CA

FINAL CALSTRS ANALYSIS

FINAL PROJECTION
T ;“. +y <., - o, 1
R T " d}‘hi :d%m rgwi"‘w
o s e . Y09, [ALE dehny poig
GRA88 MARKET RENT ] ® 63,108,328 $4.825,088 £2,075,7638 $16,155,181
GR0D8 POTENTIAL RENT ] 0 00233 34,820,080 20038 010,15M451
VACANCY @ a.0% [ 0 [l $28,178) 7580 00117
MOVEIN ccmewoua £ 0 WEEKB AT 0.00% TURNOVER RATE a o £314,450) o {384A5T)
NET RENTAL REVENUI 40 %0 AD2 M2z $1.0T0.208 $R183319
OTKER INCOME 03 830.00 PER UNIT LEBS VAGANCY FACTOR @ 4.70% 0 Q 50,074 8,040 25 17
NET TOTAL RENTAL REVENUE L] 0 2457418 34,604,632 22015800 $0,187,208
NET PRORERTY REVENUR 30 30 $2,48514T8 $4.004 00 TAB15.500 £2,457 308
TOTAL GPRRATING EXPENSES 80 $20414 31,1820 31,482,024 [T AT
REBERVES FOR REPLACEMENT [] 12,138 0,258 21310 94,024
NET OPW'DNG INCOME 0 WALy 91,202,438 K0 24221 8410012
BTARTUP EXPENGES FUNDED BY CGNATR FUNUS 3 Watd 1208 [ [ s
PI.IJ‘ INTEREBT EARNINGE n 0 2 [4 [} [
PLUS MINLPERN LOAN (INTEREGT ONLY) FUNDING 0 ] 34,191,602 0 9 MI 02
CURRENT MONTH CABH FLOW BEFUORE DEDT SERVICE 0 0 056814 N4s0752 3242210 304008
LEGQ CUNBTRUCTION DEBT 5VG (EXCL INTEREST REAERVE) a L] 318,707 o L] S1ay87
LESR MN-PERM LOAN (INTAREET ONLY) DEDT BSRVICE [} ] WS 300 230,741 902333 2800%44
LE5% CONETRUGTION LOAN PAYOFT 0 0 24,131,000 3 [} 0131803
LEB8 FAIRFIPLD DEF DEVELOPER FEE PAYMONTS (3 a [3 4 q ¢
CURRENT MONTH CAZH FLOW AVALAGLE FOR DISTRIBUTION r ] unur snsan 039,804 153,42
REMAININO CASH M,OW TO CALSTRE ] [ BE1.84Y nonR 312804 147,03
REMAINING CABH FLOW T FARFIRLD 3 9 2700 7,030 =74m 127039
WORKING CAPITAL ACTOUNT BALANCE 80 0 [ 4 £ [1] 1 1
TOTAL CACH FLOW 70 CALBTRS [ [ a7 500 g 125U 147,243
TOTAL CABN FLOW TO FAIRFIELD [3 0 310 07,050 2.400 ':'.uin
TOTAL GABH MLOW DISTRIGUTIONR $0 ® Szt RBRM 10,8 [iF2i AT
e sarucn
5 o 1048700 10,487,024 10A487,028 1D,487,00¢ thderam
FAIRFIELD OAGH EGAITY INVESTMENT 0 910478 210,470 LalSid 010,478 42478
TOTAL CARY BQUITY INVERTMENT 30 411377200 s3I R $11317500 shan e S0
CBYIIADTIRG? VERBION 07 12 6-YEARB CALANDAR PAGE 4



FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, CA

FINAL PROJECTION

HARD COST DETAIL

230  GENERALCONTRACTOR FEE: £.00%
2T

PCOILTE DECK PARRNG-MTS (320 PARIGNG SPACES & $12,4C0 EAOD 408,500 17237 913
PCOIM CECK PARKING-FFRES (342 PARKING SPACES ) $12,400 EACH) 4,240,800 18,638 109
TOTAL HARD COSTS §30,194513 $131.282 14154

PLUS SPECIAL PROVECT REQUIREMENTS
DEVO EXIETING PARKING -CURBS, GUTTERS AND PAYIRG sraeq s saxy
RELDGATE " GASLIHE & REMOVE ABANDQNED 15° STEEL WATE 5324 5154 7
RELOCATE T SEWER AND REMOVE ABID RELOCATE 84" CiPCI ST sa18 5352 w3g
QEMOVE AND RELOCATE 16° RCP STORM DRANY & R TELEPHD snd 3108 sa.11
CONSTRUCT RETAZING WALLY AT FLETCHER PKP/Y ANT GROSSI bR M4 K47
CONSTHUCT SPECIAL BEAAS AND FOOTINGS AT GARAGES TO 5P ez $1.750 §134
OTHER 205,002
CONTINGENCY

TOTAL SPECIAL FROVECT REQUIREMENTS

FLUS GEHERAL CCNTRACTUR FEE

ITOTAL HARD COSTBUBGET

1151%

04T

CSTII6MUNT VERSICNATZ.12 6-YEARS CALENDAR




FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, C/

FINAL PROJECTION
PE F Al ER OBT! AL
LAND AND CLOSING COSTS ARGHITECTURAL AND ENGINEERING
LAND £ CONCEPTUAL ARCHITECTURALS £0
LAND LEGAL 100,000 ARCHITECTURAL DESIGN 400,000
LAND TITLE/CLOSING 23,000 ARCHITEQTURAL EXTRA SERVICES 26,000
FAIRFIELD BROMER COMMISSION 0 ARCHITECTURAL REIMB 40,000
QUTSIUE REAL ESTATE CQMMISSION 02,465 Civit. ENGINEER 524,000
TRANSFER 8 DOCCUMENTATION FEES [} CML ENQINEER EXTRA SERVICES 16,000
LAND LETTER OF CREDITY Q CIVIL ENGINEER REIMB 16,000
WATER 8 BOND [ PLANNING CONSULTANT 9,000
LAND QPTION PMT-REFUNDABLE 0 PLANNING CONSULTANY EXTRA SERVICES 6
LAND OPTION PMT-NON-REFUNDABLE 400,000 FLANNING CONSULTANT REIMB o
(AND CONTRIBUTIONS 109,108 LANDSCAPE DESIEN 120,000
LAND LEASE PAYMENTS 21453 LANDSCAFE DERIGH EXTRA SERVICES 18,000
TOTAL LAAD AND CLOSMNG COSTS ga23,0%g LANDSCAPE DEEIGN REMB 10,000
SOILS ENGINEER 88.000
QFFEITE (MPROVEMENTS SQILBLCONCRETE TESTING [}
GRADING $1.214,150 SEO/EROSION CONTROL MONITORING [
ROCK REMOVAL o UTILITY CONBULTANT 12820
UTILNES o UNIUITY CONSULTANT EXTRA SERAVCES [}
CURB 8 GQUTTER 8,184 UNLITY CONSULTANT REINB [}
SOUND WALL o STRUGCTURAL ENGINEER 483,000
PAVING 173548 STRUCTURAL ENQINEER EXTRA SERVICES 8,000
BIDEWALKS 42,450 STRUCTURAL ENGINEER REXME 40,000
JOINT TRENCH 267,759 WA ENGINEER 76,0600
STREET LIGHTS a8 M.E.P. ENGINEER RETME 10,000
TRAFFIC 5IGNALD 43,104 SURVEYING 70,000
FENCING ] FOUNGATION CONSULTANT 0
LANDSOARING £4.000 FOUNTIATION CONSULTANT EXTRA SVCS o
UFT STATION [ FOUNBATION CONSULTANT REINB 0
OEMOLMON 17,388 MISC CONBULTANTS 63,000
ENVIRONMENTAL MITIGATION [} SPEQ 8 TECH K000
GCONTRIBUTIONS-CFFSITED 0 INSPEOTING ARCHITECT 30,000
REIMBURSABLES-GFFEITES [ FINAL PLAT ]
MISC. (] GARAGE DEBIGN 120,000
GANTINGENCY 328,000 MISG, ABMBURSADLES [
TOTAL OFFBITE 14PROVEMENTS f1.941,109 BLUEPRINTS 0,000
CONSTRUGCTION BYARING 0
OEVELOPMENTAL COSTS FINAL ALTAIAS BURLT a9
APPRAWBAL ] LEZDS STUDY 2600
REZONING, PLATTING, & FREL ENGINEERING 0 CONTINGENGY 0
FEASIBILITY BTUD(ER 1.748  YOTAL ARCHITECTURAL AND ENGINECRING 2815900
MARKET BURVEYS [}
ENGINEBRING REVIEWMISC 0 BONLS, INSURANCE. LEGAL AND AGNINISTRATION
BOR STVmES avem GRADING BOND =]
ENVIRONMENTAL STUDIES 292 SUBDIVISION INFROVEMENT BOND [}
ACOUSTICAL STUDIE) 4,180 LANDSGARE BOND 0
GEOPHYSICAL STUDIES [ COMPLETIONPERFORMANGE BOND AnLo0
TOX/CHAZARD STUNES 2,162 BONDS-MISC L]
ENVIRONMENTAL MINGATION 60,000 INBURANG B-BENERAL UABLSTY 145,318
TRAFFID STUDY 2 INSURANCE-BUILDERS® RISK 298,381
BIOLOGICAL STUDIES ATR? INBURANCEFLO0D [}
ALTA BOUNDARY SURVEY [} INSURANQE.H.0. WARRANTY 0
CONCEFTUAL BITE PLAN (] INSURANCG-OTHER o
TOPITAER SURVEY [ LEGAL-GENERAL S0.000
31148 [} SALARIES-PROVELT MANAGER [
MISC 0 BALARIEB-CLERICAL [
CONTINGENCY 50000 CGENGRAL & ADMINISTRATIVE COSTS §0,000
TOTAL DEVELOPMENTAL COSTS SR ORGANIZATIONAL LEGAL COSTS 26,000
START UP COSTS -]
OFRLECLUBHOUSE/MODEL FURNISHINGS AND MARKETING TAX CREDIT INITIAL COMPUANCE COSTS a
SIGNADE {8502-6504) 842,08 CGALSTRY PREF OURING CONSTRUCTION 0
PROMOTION (QRAPKICS, BROCHURES, AGVERTISING, ETC.) (6950-8984) 75000 TRANY NGMT FER 0
LEABING OFFICE/CLUBHOUSE FURNIBHRINGS AND ACCESSORIES (8512-8532 240,000 RENT UP FEB Q
POOL FURNITURE. BBQ GRILLS, ETC. (8908-3910) 2822 LENDER ADMINISTRATIVE FEE 19,650
FITNESS CENTER EQUIPNMENT AND FURNIBHINGS, ETC (0504-8938) 30,550 AGCOUNTING SERVICES FEE 25,000
MOOEL FURNIGHINGS B BU/LDING EXTRAS (3644-8048) 85,485 DEVELOPER FEE PAID AT CLOBING 11372
MANTENANCE EQUIPMENT (RS40-8342) 24004 PLACEMENT FEE 9
COMPUTERS 41043 CWNER'S CONTINGENCY 40,000
MsC 9 M50, Q
BTARTUP COSTS KOS9 TOTAL BONDY, INSURANCE, LEGAL AND ADKINISTRATION £292,108
TOTAL OFFICE/CLUBHOUSERMUDEL FURNISHINGS AND MARKETING AT48.499
CBT138ADIMOT VERSION 07.2 6-YEARS CALENDAR PAGE 6A



FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, C#

FINAL PROJECTION
PERMITS, EEES AND OTHER SOFT GOSTS DETAIL . CONJINUED

PERMITE AND FERB REFUNDABLE HOOKUP FREB
QITE REVIEW PLAN 5 GLECTRICAL HOOKUP FRES suen
PFDEP BTORMWATER & NPDES PERMITS ] REFUNDABLE FEES.ELACTRICAL [
BUILGING PLAN REVIEW FEES 0 GAB HOOKUP FEEE []
TOLR REVIEW FEE ] REFUNOABLE FEES-GAS a
©,0. FEES [ TELEFHANE HOQOKUP FEES ¢
WATER METER FEEQ ] REFUNDABLE FEEB-TELEPHONR o
WATER BYSTEM CHARGES g CATV HOOKUP FEES ¢
BEWER BYSTEM CHARGES UG080 REFUNDABLE FEES-OATV 0
PLAT REVIEWFEES L] AEPUNDABLE FEEE-PLAN/MAINT [}
DEVRLOPMENT PLAN FES 1,818 WATER HOORUP FERE ¢
PRAGRERTY DEVELOPMENT FEE 0 REFUNDABLE FEES-WRTER 0
TENTATIVE MAP FEB [} Misc, 2
BPEGIFIC PLAN AMENOMENT 0 VOTAL REPUNDABLE HOQKUP FERR 3123028
CONDITIOMAL URE PERMIT 0
PREQIBE PLANFED g GQUITY FINANCING COBTS
FINAL MAP PLAN GHETK ¢ MISC, 30
CONVERBIDN REV FEE ] MISC. ]
GRADING PLAN QHECK B103 MisC. B
IMPROVEMENT PLAN CHESK 81098 TOTAL EQUITY FINANCING COBTB £
IMPROVEMENT PLAN INEPECTION 3027
LANDECARE PLAN CHECK 23N LARD ACQUIBITION FINANCING COBTB
GRADING INSPECTION 10.038 LAND LOAN POINTS @ 0.00% OF LAND LOAN 0
STORIM CRAINAGE FEE 2101 LAND LOAN GLOSING AND LEGAL ]
LANDSCAPE INSPECTION 0 LAND LOAN TITLE INSURANCE 0
TORYOEE FEGPUBLIC SAFRTY FEE ] LAND LOAN DOCGUMENTARY TAX [}
PARK FEE W50 LAND LOAN LENDER APPRABAL, o
ECHOOL FEE 491937 LAND LOAN INTEREST 1]
TRABEIL FEE 19,052  TOTAL LAND ACQUISITION FINANGING COSTE 0
BMIT FEE 2358
SANITARY BEWER IMPACT PEE b CONSTRUCTION FINANGING COSTE EXCLUDING INTEREST
WATHR INPACT FEE [] CONBTRUCTION LOAN POINTS @ 0.76% DF CONGTRUCTION LGAN 8284,587
WATER CONNECYION FEE b BUPPLEMENTAL DEVELOPMENT FEE 9
PLAN CHECK FER 126 020 CONSTRUOTION LOAN CLOSING AND LEGAL 1000
BUROING PERIAT FER 148,407 CONBTRUCTION LOAN TITLE INBURANCE 0,000
BTRENT UGHT FEz [4 CONSTRUGTION LOAN DOCUMENTARY TAX 21,822
WATER MDNITOARING FEE 9488 CONBTRUCTION LENDER APPRAIRAL Asnt
FLODD HAZARD RV (TV) 0 MISC B
FLOOD HAZARD RV (PM) 0 TOTAL CONSTRUCTION FINANCING COSTS EXTLUDING INTEREST 248300
CAPITAL IMFROVEMENT FER 0
PERIMT-MECHANICAL 0  QALETRH BUBSCRIPTION LOAN CQBYS
PERMIT.3ALES OFFICE o CALSTRS SUBSCRIPTION LOAN POINTS ¢ 8531000,00% OF CALSTRS SUBSC 05,229
SEWDR FEE-ABBERSMENT o GQALBTRS BURBCRIPTION LOAN CLUBING COSTY [}
SEWER PRE-FAONTAGE S GCALHTAS SUBSCRIPTION LOAN INTEREAST 400,022
BEWER PEE-FACILITIES ] MEZZANINE LOAN POINTS £ 0.00% OF MEZZANING LOAN o
WATER PEE-CONBTRUCTION o MEZVANMNE LOAN CLOSING COBTS 0
WATER FEE.FRONTAGE [ ME2ZANINE LOAN INTEREET q
VWATER FEE-CAP FACILUTIES 44,650 MEZZANINE LOAN PRINCIPAL REDUCTIONS q
WATER TREATMENY PLANT FEE 0 TOTAL CALBYRS SUBSCRIPTION LOAN COSTS 4354
FACILITIES DENERIT FEE ]
COMRMUNITY FACIUTIES DISTRICY @ MMIPERM LOAN ({INTRREST ONLY) COSTS EXCLUBING INTEREBT
SWIMMING POOUBRA FEG q MisC. 0
PERMIT-ELECTRICAL 3,767 MIB0. [
PEAMIT-ENCROACHIMENT 0 TOTAL MINLPERS LOAN (INTEREST ONLY) COSTE EXCLUDING INTEREST 3
PERMIT-FIRE SPRINKLERS 87,002
PERMIT-HVAC 30,767 QTYHER CONSTRUTTIGN PERIOD FEES AND COSTR
PERMIT-AMFROVEMENTS 8297 CONSTRUCTION LOAN INTEREST REBERVE S22 484,463
PERMIT-PLUMBING 18,688 OEVELOPRR FEB PD DURING CONSTRUCTION 1251402
PERMIT-ROCFING [ SOFT COST CONTINGENCY 225,000
PERMIT-BITE WALL [} CONSTRUGTION PERIOD PROPERTY TAXRS 24778
PERMITAWALL [ LACHRA ARFORDABLE UN|TB BURBIDY adaaan
OCCUPANCY FEE D TOTAL OTHER CONBTRUCTION PFERIOD FEES AND COBTE DORIIN0
REMBURBEMENT FROM CITY OF LA MEBA FOR GEWER OFFSITES {%00,
RELOCATION OF BUS ETOR 138,197
YHEATER LICENSE ADREEMENT AMENDMENY 43,043
CONTINGENCY 100000

TOYAL PERMITS AND FEES 31880348

CHT138AD12207 VERSION 0T 12 6-YEARD QALENDAR rang el




FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, CA

FINAL PROJECTION
PROPERTY TAX DETAIL
(A} AGSESSMENT RATIO 100,00%
18} TQTAL FULL CASH VALUE AD VALOREM TAX RATE 1.09783%
. 8.00000%
ANNUAL INFLATION OF ASESSTD TAX VALUE IN TAX LIEN MONTH 200%
TAX LIEN MONTH JANUARY
TAXYEAR JULYAUNE
ANNUAL TAX INSTALLUENTS . 1ST-UECEMBER 0.00%, IND-APRIL 0.00%
(C) ESTIMATED BASE ABSESSED VALUE IN 2006 (SEE NOTE 3 BELOW); $41,913,65%
TOTAL BASE ANNUAL AD VALOREM TAXES [A x B x C): $430.853
TOTAL COSTE ON WHICH ASSESSED VALUE IS BASED: $38,411,307
LAND CLOSING AND DEVELOPMENTAL COSTE $171.712
ARCHITECTURAL AND ENGINEERING ' $1,619,300
PERMITS AND FEES (EXCL OFFSITES ANO HOOKUP FEES) $1,680,245
TOTAL BONDS, INSURANCE 8 LEGAL 750477
HARD COSTS $31.590,367
GENERAL CONTRACTOR F&E $1,995.432
FURNISHINGS, EQUIPMENT. ETC. 8425164
FULL CASH VALUE AD VALOREM TAX/MILL RATE 1 1.05703%
NOTES:

1. SUPPLEMENTAL TAX QILLS ARE ISBUED FOR CONSTRUCTION AS CONSTRUCTION IS COMPLETED BAGED ON DELIVERIES.
2 PROPERTY VALUE IS REASSESBED AT THE TIME OF SALE.
2 GTARLIZED ASSESSED VALUG FROM MONTH 33 TRENDED 8ACK TO BASE YEAR.

CSTI36ADIMUT VERSION 67.12 6.YEARS CALENDAR PAGE 7



FINAL CALSTRS ANALYSIS

GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, CA

ERS RIS c Cc

BUILDING VALUE:
HARDCOSTS:
SPECUALPROVECT REQUEHEVIERTS:
OFFSITE DAPRQVEMENTE:
GERERAL CONTRACTOR FEE:
TOTAL BULDING WALLE:

LEASING OFFICECLUBHOUS E RIFANISHINGS AND ACCESSORIES (0912-3932):
POOL FURNTURE, 380 GRILLS, ETC. (35088510}
HINENY CER IR EQUIPMIERT ANU PUNNISHINGS, G, (3934-5938):
MCOEL FURNISHINGS & BURLING EXTRAS (8544-89481
MAINJENANCE EQUIPREEH [Z340-85425
COMPUTERS:
TOTAL CONTENTE:

SOFT OOSTS:
LAND C1LOSIMEG AND DEVELOPMENTAL COSTE:
ARCHITECTURAL AND ENGINEERING:
PERNNIS AND FEES:
CONSTRUCTION HOUKUP FEES:
TOTALBANOS, (ASLRANCE & LEGAL:
STARTUP EXPENSES:
LENDER ADMUIMISTRATIVE REE
DEVELOPTR FEE PAID AT GROSING
CALSTRS SUBICRIPTICN LOAR:
CONSTRUCTICN FIKANCING COSTS:
CONSTRUCTIGN UGAN INTEREST RESERVE
CONSTRUCTICN FERIOD PROPERTY TAXES:
OEVELOPER FEE PO DURMNO CONSTRUCTICN:
SOFT COST CONTINGENCY:

PLUS 1YBAR STABILIZED NET PROPERTY REVENUE:

TOTAL PROJECT VALLE INCLUDING 1-YEAR ETABILIZEQ NET PROPERTY REVENUE

ANKUAL PREMUM PER 310D TOTALPROJECT VALUE:
ANNKUAL TAXES PER 3100 TOTAL PROJECT VALUE:
TOTAL GENERAL ANDUMERELLA UASILITY INGURANCE PREMIUM PER $1,000 BLILCING VALUE:

ANNUAL BRI PREMSUM:
AHNUAL Rt TAXES:
TOTAL ANNUAL SUSLCERS RISK INSURANCE FREMIUM AND TAXES:
x YEARS OF CONSTRULTION (28 MTNTHSE
TOTAL BUILCERS RISK INSURANCE PRERMIUM AND TAXES:
PLUS TOTAL GEMERAL AND UMBRELLA LIABIUTY {NBURANCE:
TOUAL CONSTRUCTION ISURANCE AND YAXES:
TOTAL CONSTALCTION INSURAXCE AND TAXES PER URTI:

DEDUCTELE PER OCCURRERCE:

ERQUECTED  $OFPROJECTED  ARMSIEDRASES

$93434
823,453
£45.380,150
.80

4938900

FINAL PROJECTION
e Xy 334,184,829
10000% 13889

a.os [:]
g0m g
TS 218,590,387
00.20% 240,000
100.00% 82
100.CO% IS0
100.00% 65485
oUE0s 24004
100.00% 260
100.00% 8425834
1000% 913
1000% 181,330
2000% 330,009
TAOTE 24758
S000% 379,739
000% 1]
RET Y 2842
1506% 17088
000% a
15.00% 95,0485
100.00% 2.584,483
15.00% 32,6853
Qao% [
OB 112,300
3350% 0505518
0.00% 50
78.43% $35301,380
15.00% $3.2¢0,130
Ta14% $34,201,489
EXCESS TOTALS
004 $0.34
WA 3450
313521 131,825
11840
317,181 SI70,726
21
95,301
145318
a6t
42,304
$t00,000
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FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, CA

FINAL PROJECTION
OPERATIN CE CALCULATION DETAlL

(1) TOTAL ANNUAL GENERAL LIABILITY PREMIUM: $9,800
ANNLIAL, GENERAL LIABILITY RATE PER UNIT: $43.00

12) ANNUAL YMBRELLA PREMIUM: $7,430
ANNUAL UMBRELLA RATE PER UNIT: 531,00
BUILDING VALUE: $31,500,367
CONTENTS VALUE: 425,484
RENTS VALUE: 320030
TOTAL INSURED VALUE! 835,215,081
TOTAL INSURED VALUE: PER UNIT: $153. 118
ANNUAL FRIMARY/EXCESS PROPERTY RATE PER $100 OF TOTAL INSURED VALUE! 8033
131 ARNUAL PRIMARY/EXCEES PROPERTY PREMIUN: $324,408
ANNUAL BOILER X MAGHINERY RATE PER $100 OF TOTAL INSURED VALUE! 020
{4) ANNUAL BOILER & MACHINERY PREMILM: 34,400
ANNKUAL ENVIRONMENTAL/POLLUTION RATE: PER UNIT $15.00
{5) ANNUAL ENVIRONMENTALPOLLUTION PREMIUM: 83460
TOTAL ANNUAL OPERATING INSURANCE (t ¢ 2 ¢3¢ A +6): $183,314
TOTAL ANNUAL OPERATING INSURANCE FER UNIT: . 8829
TOTAL ANNUAL OFERATING INSURANCE PER BED: $418
REDUCTIBLE PER OCCURRENCE: $100,000

CST1IBA0IMO? VERSION D7.12 6.YGARS CALENDAR

PAGE 0



FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, GA
FINAL PROJECTION
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FINAL PROJECTION
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FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, CA

FINAL PROJECTION
1
bz aysasy
Bt A H 7
[] q
n q
[} [}
2 q
g ]
oS [.37.%
n [\
[PHYSITAL UNIT OCCUPANCY RATE £200%| 0L0% 5330%] E6.30% 28.30% B6 305
QPERATING INCOME
GRUSS MARKET RENT sa ] S8 34,825,068 $4531,084 313,105,230
GROSS FOTENTIAL RENT sa %0 329038 54,825,080 s&ear s 343,105,200
VACARCY @ 470% (] Q (572,076}, azs.mﬁ 4, 144) {1,002,936)
MOVEIN CONCESSIONS £ 0 WEEXS AT QO0% TURNOVER RATE [+ 0 1448, [ [) B14.45T)
HET RENTAL REVERUE ® 0 246,502 94,398,252 ST 140 $11,752,834
OTHER INCONSE @ $2000 PER UHIT LESS VACANCY RACTOR £ 470% [ a SOET4 53,640 28450 26,774
NEY TOTAL RENTAL REVENUE 0 0 2451475 84,634,002 $4637,200 331,70608
HET PROPERTY REVENUE Eh] 0 RAT.4T8 $4.634.092 $4.637,2c0 311,970,608
OFERATING EXPENSES
SALARIES %0 2105 4L ST78458 3134748 @5 118
ACVERTISING [ 1535 a7 43500 45,300 147,052
REPAIRS, MAINTENANCE, BULLOING §VCS 8 CGMVOR AREA MAINT, g g 1M 125684 29,432 370280
GENERAL AHD ADAINISTRATIVE. 0 arsy [ 1<] 50258 51,758 175604
MANAGEMENT FEE 0 [ 85,300 163,988 143,119 0738
UTIUTIES 0 107 1070 119978 122,584 354,807
TOTALVARWELE OPERATRIG EXPENSES 30 $19.434 SIVa.ET STIDTCD 718,328 $2,388339
INSURANCE a [ 130438 158672 181,578 457,434
PRCPERTY TAXES [} ¢ 250 418,107 458884 LTS
BASE LAND LEASE PAYMENTG [ [} [ 134727 "7z 23454
LAND LEA3E PARTICIPATION IM REVENUE. 0 [ [ 78 snse2 88,280
TOTAL FIXED OPERATING EXFENSER £ i e loel} 7624 ST HELTIY
TOTAL OPERATING EXPENSES L) 1B s5,102.023 31,403,624 41.50,857 34,276,118
RESERVES FCR REFLACEMENT 0 [] 12,150 50258 BN 114322
N NG INCOWE 1] 2041 31282 355 $3,140,752 $3215575 $7,580.288
oans%nou COBTS
LAND LEASE PAYMENTS $37.242 $74484 ST 0 3 $223.453
CFFEITE IMPROVEMENTS 1841100 1 ] ] 194,180
LAND CLOSING AND OEVELOPMENTAL COSTS STV.235 [} o [] [ 571,265
ARCHITECTLRAL AND ERGINEERING 1490.300 1200 8o [} [+ 1,018,500
PERMITS AND FEES 18M30 ° [ ] (4 1,650,345
CONSYRUCTION HCORUP FEES ° 0 123,829 ] [ 123828
TOTAL BONDS, INSURANCE & LEGAL 814,631 62280 a5 ] [} 7E86T7
LENDER ADMINISYRATIVE FEE 8552 852 8,552 [ [ 19,536
OEVELOPER FEE PAINAY CLOSING N7 ] 1 ] a 113,772
OFFICE A MODEL. FURNITURE, MARKETING 8 STARTUP EXPERSES [ AK3B 0577 ] [ 745,438
CALETRS SUBSCRIPTICH LOAR 36,193 157,158 G [ 0 545,351
CONSTRUCTION FRIANCING COSTS LT [ [ 0 [ 348,300
CONSTRUGTION LOAN INTEREST RESERVE. 8,114 1138338 1,329,603 [ [\ 2,554,963
CONBERUCTION PERICD PROPERTY TAXES 13811 130,688 fur [ 9 217738
CEVELDPER FEE PD OURING CONSTRUCTIGH 357,568 56352 851,572 [] Q 1231482
SOFT COST CONTIIGENCY [ o 225,m0 ] q 25,000
LIACRA AFFOROASLE UNITS SUBSHDY 0 [ 4;,195.:311{ [] q (1165331
HARD COSTS BST.318 12708 5602013 ] 9 31,580,387
GENERAL CONTRACTOR FEE 518,438 1036262 339,70 ] [ 1495422
TOTAL CONSTRUCTION CCETS $17.1775420 $20,77%,083 37550208 0 sa 343,508,602
CALSTRE SUBSCRIPTION LOAN DRAASKPAYOFF) 1,372.200 (14,377,200) [} [ 0 [
EQUITY FUND ORAWS [} 1L.277,30 0 [ [\ 1,377,200
CONSTRUCTION LOAN DRANVS £798.220 28,770,008 1554286 ¢ [} 131,602
SUBSIDY HOLOING ACCCAINT [ o o [] (4 [}
NET CORSTRUCTIOIN FINANCING sirrago | 320,773,699 75ca288 £ 50 $43,508.802




FINAL CALSTRS ANALYSIS
GROSSMONT TROLLEY SITE-PRAVADA-WEST PHASE - LA MESA, CA
FINAL PROJECTION
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PROPERTY INFORMATION

1) Property: , LA MESA CA
APN; 490-270-23-00 Card#: Use:
Courty: SAN DIEGO, CA Prop Tax: Total Value:
MapPg/Grid: 1250-J7 Oid Map: &§5-DS Tax Year: Deling; Land Value:
Census: 150.00 Tract#: B76 Tax Area: 05077 Imprv Value:
High School: GROSSMONT UN Elem School: LA MESA SPRING Taxable Val:
Comm Coll: GROSSMONT CUYAMACA Exemptions: Assd Year:
Subdivision: LA MESA COLONY AMD % Improved:
Owner: SAN DIEGO METROPOLITAN TRANSIT DEVELOPMENT BOARD Phane:
Owner Vesl: ! /
Mall:
Owner Transfer= Rec Dt Price: Doc#: Type:
__Sale Dt:
SALE & FINANCE INFORMATION IMPROVEMENTS
LAST SALE PRIOR SALE Bldg/Liv Area:
Reoord]ng]sa[e Date: Gmss Area:
Sale Price/Type: Ground Fir:
Document #: Bsmnt Area:
Deed Type: $/SqFt:
18t Mtg Amt/Type: Yrolt/EfT:
1st Mtg RUType/Trm: / / ’;SW‘“S‘
ooms:
1st Mtg Lenden
tMig Lender. Bedrooms:
2nd Mig Amt/Type: Full/Half Bath:
2nd Mtg RType/Trm: / / TU Baths/Fixt:
Title Company: Fireplace:
i ’ Poal:
Seller: Porch Type:
New Construction: Patio Type:
Other Last Sale Info = # Parcels: Typa 2: Pend: Caonstruct:
SITE INFORMATION Foundatlon:
i . Ext Wall:
# Res. Units: County Use: Acres; 4.37 Roof Shape:
# Comm Units: Zoning: cGD LotArea:  180,357.2  Rgof Type:
# Bulldings: Flood Panel: Lot wWidth: Roof Math:
Bldg Class: Panel Date:; Lot Depth: Floor Type:
Parking Sqft: Flood Zone: Usable Lot; Floor Cover:
Park Spaces: Sewer Type: Heat Type:
Garage Capi#: Water Type: Heat Fuel:
Park Type: Alr Cond:
Other Impvs: Quality:
Condition:
Legal Blk/Bldg: Site Influence: Style:
Legal LotUnit 180 Amenities: Equipment:

Legal: DB83-041437&PAR 145B D88-278301 IN ST CLSD&IN LOT 180& LOT 1981 TR

876

Other Rms:




PROPERTY INFORMATION

1) Property: CUYAMACA AVE, LA MESA CA
APN: 450-270-25-00 Card#; Use:
County: SAN DIEGO, CA Prop Tax: Tota!l Value:
MapPg/Grid:  1251-A7  Old Mep: 66-D5 Tax Year; Deling: Land Value:
Census: 150.00 Tract# 876 Tax Area: 05079 Imprv Value:
High School: GROSSMONT UN Elem School: LA MESA SPRING Taxable Val:
Comm Coll:  GROSSMONT CUYAMACA Exemptions: Assd Year:
Subdivision: LA MESA COLONY AMD % |mproved:
Owner; SAN DIEGO METROPOLITAN TRANSIT DEVELOPMENT BOARD Phone:
Owner Vest: i /CO
Moail:
Owner Transfer=  Rec Dt Price; Doc#: Type:
Sale Dt
SALE & FINANCE INFORMATION IMPROVEMENTS
LAST SALE PRIOR SALE Bidg/Liv Area:
Recording/Sale Date: Gross Area:
Sale Price/Type: Ground Flr
Document #: Bsmnt Area:
Deed Type: $/SqFt
15t Mig AmtType: YrolER:
15t Mtg RUType/Trm: / / fz f;‘;:’:_s’
15t Mig Lender: Bedrooms:
2nd Mig Amt/Type: Full/Half Bath;
2nd Mtg Rt/ Typa/Trm: ! / TU Baths/Fixt
Flreplace:
Titte Company: Pool:
Seller: Porch Type:
New Construction: Patio Type:
Other Last Sale Info = # Pargels; Type 2: Pend; Construct:
Foundation:
SITE INFORMATION Ext Wall
# Res. Units: County Use: Actes: Roof Shape:
# Comm Units: Zoning: Lot Area: Roof Type:
# Bulldings: Ficod Panel: 0602921642F Lot Width; Roof Matl:
Bldg Ciass: Panel Date:  07/02/2002 Lot Depth: Floor Type:
Parking Sqft: Flood Zona: X Usable Lot: Floor Cover:
Park Spacas: Sewer Type: Heat Type:
Garagae Cap#: Water Type: Heat Fuek
Park Type: Alr Cond;
Other Impvs: Quality:
Condition;
Legal Bik/Bldg: Slte Influence: Style:
Legal Lob/Unit: 192 Amenities: Equipmant:
Legal: DOC91-607355 IN ST CLSD ADJ TO LOT 192 TR 876
Other Rms:

Win7Data@



e vy e e ————— e

San Dlego. CA, 2003-2008 - 480-270-25-00, Sheet: 1 of

3 [ lﬂﬂf'l To

548 DRED COBSTY
SSETTENY dts .
2000 AF0paE 27 MMSIR FDR AMITIIRIN KPGICH ORLY

@
o

4 FUICCELS G2 X IR TV
ASSUPES PG DHE ALETULY by
_— GE SSAETHI eistrtan Nagns

LE RARAESBARS RERAREE NS
d El E] | SEALETE 1710 OF AR KCH
z . .

KAP 876 - LA KESH COLONY AMENDED
RO3 4730, 8896,1432,13582

g7

‘MAP 2BI0 1A MESA PARW HOMES UNIT NO, I RESUB

hUe 2 81955




PROPERTY INFORMATION

1 Property: ,LAMESA CA
APN: 490-200-38-00 Card#: Use:
County: SAN DIEGOQ, CA Prop Tax: Total Velue:
MapPg/Grid:  1270-J1 Qld Map: 55-D6 Tex Year: Deling: Land Value:
Census: 160.00 Tract# 876 Tax Arga: 05077 Imprv Value:
High School: GROSSMONT UN Elem School: LA MESA SPRING Taxable Val:
Comm Coll: GROSSMONT CUYAMACA Exemptions: Assd Year:
Subdivision: LA MESA COLONY AMD % lmproved:
Quwmer: SAN DIEGO METROPOLITAN TRANSIT DEVELOPMENT BOARD Phone:
Owner Vest: / /
Mall:
Owner Transfer= Rec DY Price: Doc#: Type:
Sale Dt
SALE & FINANCE INFORMATION IMPROVEMENTS
LAST SALE PRIOR SALE BldgiLlv Area:
Recording/Sale Date: Gross Area:
Sale Price/Type:; Ground Flr;
Document #: Bsmnt Area;
Dead Typa: $/Sqrt:
1st Mig Amt/Type: YrbltlEﬁ:
18t Mg RUType/Trm: / ! # Stories:
1st Mtg Lender: Rooms:
Bedrooms:
2nd Mtg AmUType: Full/Half Bath:
2nd Mtg RiU/Type/Trm: / ! T4 Baths/Fixt:
Fireplace:
Title Company: Pool:
Seller: Porch Type:
New Construction: Patlo Type:
Other Last Sale Info = # Parcels; Type 2: Pend: Construct:
Foundatian:
SITE INFORMATION Ext Wall
# Res. Units: County Use: Acres: 217 Roof Shape;
# Comm Units: Zoning: CGD LotArea: 04,5252 Roof Type:
# Buildings: Fload Panel: Lot Width: Roof Mall:
Bldg Class: Panel Date; Lot Depth: Floor Type:
Parking Sqft: Flood Zone: Usable Lot Floor Cover;
Park Spaces: Sewer Type: Heat Type:
Garage Cap#: Water Type: Heat Fuet:
Park Type: Alr Cond:
Other Impvs: Quallty:
Condition:
Legal BilWBldg: Site Influence: Style;
Legal LoVUnlt 190 Amenities: Equipment:
Legal: DOC83-0414348PAR 145A PER DOC88-278301 IN ST CLSD&IN LOT 190 TR
876 Other Rms:
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PROPERTY INFORMATION

1) Property: FLETCHER PKWY, LA MESA CA 91542
APN; 490-200-40-00 Card#: Use:
County: SAN DIEGO, CA , Prop Tax: Total Value;
MapPg/Grid:  1270-J1 Old Map: 55.-D6 Tax Year: Deling: Land Value:
Census: 150.00 Tract#: 876 Tax Area: 05077 imprv Value:
High School: GROSSMONT UN Elem School: LA MESA SPRING Taxsable Val:
Comm Coli: GROSSMONT CUYAMACA Exemptions: Assd Year;
Subdivision: LA MESA COLONY AMD % Improved:
Owner: SAN DIEGO METROPOLITAN TRANSIT DEVELOPMENT BOARD Phone:
Owner Vest /
Mall:
Owner Transfer= Rec Dt Price: Doci#: Type:
Sale Dt
SALE & FINANCE INFORMATION IMPROVEMENTS
LAST SALE PRIOR SALE Bldg/Liv Area:
Recording/Sale Dale: Gross Area:
Sale Price/Type: Ground Fir
Document # Bsmnt Area:
Deed Type: $/SqFt:
1st Mtg Amt/Type: YIbIVEST:
1st Mtg RYType/Trm: / / # Stories:
Rooms:
1st Mtg Lender. Bedrooms:
2nd Mig AmbType: Full/Half Bath:
Znd Mg RYType/Trm: / / Tt Baths/Fixt:
Fireplace:
Tilte Company: Paol:
Seller: Porch Type:
New Construction: Patio Type;
Other Last Sale Info=  # Paroels: Type 2; Pend: Construct:
Foundation:
| ORMATION Ext Wall:
# Res. Unlts: County Use: Acres; 1.12 Roof Shape:
# Comm Units: Zoning: LotArea:  48,787.2 Roof Type:
# Buildings; Flood Panel: 0602821642F Lot Width: Roof Matl;
Bldg Class: Panel Date:  07/02/2002 Lot Depth: Floor Type:
Parking Sgft: Flood Zone: X Usable Lot Floor Cover:
Park Spaces: Sewer Type: Heal Type:
Garage Capi: Waler Type; Heat Fuel:
Park Type; Alr Cond:
Other Impvs: Quallty:
Condition:
Legal Blk/Bldg: Site Influence: Style:
Lega! Lot/Unit: 164 Amenities: Equipment:
Legal: (EX D20-613172892-390400)D0OCS83-041435887-569207 IN LOT 164 TR 876
Other Rms:
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ADDENDA

Qualifications of Appraiser
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Professional Qualifications

Neil A. Clark, MAI
Director, 17aluation Services, Capital Markets Gronp

Mr. Clark entered the real estate business in 1986. Employed from 1987 to 1992 as a residential
and major loan (commercial) real estate appraiser by Home Federal Savings and Loan
Association. Employed from March 1992 to March 1995 as a real estate appraiser by Grubb &
Ellis Company; became Assistant Vice President in 1993.

Joined Cushman & Wakefield, Inc. in March 1995, as a real estate appraiser, Orange County —
Appraisal Division. In 1996 he obtained his MAI professional from the Appraisal Institute. In
2005 he became Director of the Orange County Valuation Services. In February of 2000, Mr.
Clark distinguished himself by receiving the 1999 Service Excellence Award - Valuation
Advisory Services (Pacific Southwest Region) for outstanding customer service to Cushman &
Wakefield’s clients. Cushman & Wakefield honors one person each year in the appraisal,
brokerage and property management divisions for outstanding achievement in the pursuit of
business performance excellence and total client satisfaction. Since 1998, Mr. Clark has
cultivated existing clients and developed new client relationships that include national, regional
and local lenders, pension funds, real estate developers and real advisory companies. In January
2002, was appointed to Cushman & Wakefield's National Multi-family Housing Group and
continues to be a leader and top performer in this specialty practice. Mr. Clark continues to
serve in his capacity as Associate Director and a member of the National Multi-family Housing
Group. Current responsibilities include analyzing investment properties, writing full narrative
appraisal reports and client development for his own production and other appraiser’s within the
Orange County Valuation Services Department.

Experience

Appraisal and consulting assignments have included vacant land, multi-family properties,
residential subdivisions, office buildings, shopping centers, industrial complexes, commercial
properties, resort properties/golf courses and investment properties throughout the Western
United States. Valuations have been made of proposed, partially completed, renovated and
existing income-producing properties. Has testified as an expert witness in tax appeal matters in
the State of California. Also, served as arbiter in real estate matters including ground rent
redetermination and equity settlement (i.e. partnership) agreements. Performed consulting
assignments and market studies for various multi-family developers throughout Southern
California.

Education
San Diego State University, California, Graduated 1979
Degree: Bachelor of Science, Accounting

22y WAKEFIELD.
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PROFESSIONAL QUALIFICATIONS Neil A. Clark, MAI

Appraisal Education
Successfully completed all courses and experience requirements to qualify for the MAI

designation. Also, he has completed the requirements of the continuing education program of
the Appraisal Institute.

Memberships, Licenses and Professional Affiliations
e Member, Appraisal Institute — MAI #10826
e Certified General Real Estate Appraiser, State of California #AG002213

Mr. Clark is a Certified General Real Estate Appraiser, #AG002213, according to the Office of
Real Lstate Appraiser’s for the State of California.

Special Awards

Mr. Clark was recipient of the 1999 Service Excellence Award - Valuation Advisory Services
(Pacific Southwest Region) for outstanding customer service to Cushman & Wakefield's clients.
The award is presented to the valuation advisory professional that exemplifies outst'mdmg
business performance and customer service in achieving total client satisfaction.

by cusHmAn s
g5y WAKEFIELD.
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Agenda ltem No. 31

Joint Meeting of the Board of Directors for OPS 960.6
Metropolitan Transit System,
San Diego Transit Corporation, and
San Diego Trolley, Inc.

April 27, 2006
- Subject:

SDTC: EXTENSION OF THE ARC OF SAN DIEGO CONTRACT FOR INTERIOR
DEEP CLEANING OF SDTC BUSES

RECOMMENDATION:

That the Board of Directors authorize the Chief Operating Officer-Bus to execute a
temporary (not to exceed three months) month-to-month contract extension with ARC of -
San Diego (ARC) to deep clean the interiors of San Diego Transit Corporation’s
(SDTC's) buses, for an amount not to exceed $24,332 ($8,112 per month).

Budget Impact

Funds would come from the SDTC Maintenance operating budget.

DISCUSSION:

Background

At the April 2005 meeting, the Board approved a one-year contract with ARC to deep
clean the interiors of SDTC's buses. This initial contract was done as a trial to see if
ARC personnel could perform at the level required. Staff has determined that ARC
personnel can perform at this level and is currently analyzing the renewal of its contract.

Prior to the ARC agreement, SDTC outsourced this work to Calderon Building
Maintenance because SDTC had a shortage of cleaner/hostlers to perform this work. A
grievance was filed by the International Brotherhood of Electrical Workers Union

(Local 465), but due to the shortage of cleaner/hostlers, it was agreed that Local 465
would allow this work to be outsourced until the staffing levels were adequate to conduct
the work in-house. During this time, SDTC learned that ARC provides this service at
other transit properties. SDTC worked with Local 465 to allow ARC employees to

Metropolitan Transit System (MTS) is a California public agency and is comprised of San Diego Transit Corporation and San Diego Trolley, inc. nonprofit public benefit corporations,
in cooperation with Chula Vista Transit and National City Transit. MTS is the taxicab administrator for eight cities and the owner of the San Diego and Arizona Eastern Railway Company.
MTS member agencies inlude: City of Chula Vista, City of Coronado, City of El Cajon, City of Imperial Beach, City of La Mesa, City of Lemon Grove, City of National City, City of Poway,
City of San Diego, City of Santse, and the County of San Diego.



become union members within the terms of the Collective Bargaining Agreement and to
provide an opportunity to contract with ARC.

Local 465 is in support of this contract and has signed an agreement that allows ARC
employees to become union members without being part of the bargaining unit (because
of the social significance it provides).

Cost Analysis

The current ARC contract allows for cleaning the buses at a very reasonable rate due to
ARC's unique labor force and funding sources. ARC is a nonprofit corporation;
therefore, no profit is included in its rates.

The current contract has two teams of four people (one team at each division) cleaning
buses at a rate of six buses per day (three per team). ARC's current rate results in a
cost of approximately $64 per bus. The service is provided five days per week and
results in the cleaning of approximately 130 buses per month. This rate is significantly
less than the amounts previously paid to Calderon Building Maintenance for the same
service. ARC is willing to honor its current pricing during the term of the extension.

Summary

In summary, staff is recommending approval of a temporary (not to exceed three
months) month-to-month contract extension to ARC based upon previously negotiated
rates.

Paul C. Jablonski
Chief Executive Officer

Key Staff Contact. Claire Spielberg, 619.238.0100, Ext. 6400, claire.spielberg@sdmts.com

APRIL27-06.31. ARCOFSDBUSCLEANCONTRACT.CAQUINO

Attachment: A. Draft Amendment to Memorandum of Agreement (SDTC Contract No. B05-002.2-06)




San Diego Transit

An Operator in the Metropolitan Transit System

100 16th Street
P.O. Box 122511

San Diego, CA 92112-2511 Att. A, Al 31, 4/27/06, OPS 960.6
(619) 238-0100 A SDTC Doc. No. B05-002.2-06
FAX (619) 696-8159 DRAFT OPS 960.6

AMENDED MEMORANDUM OF AGREEMENT
BETWEEN SAN DIEGO TRANSIT CORPORATION AND ARC OF SAN DIEGO

This Amended Memorandum of Agreement is entered into this 1st day of May, 2006, between ARC
of San Diego (hereinafter referred to as ARC) and the San Diego Transit Corporation (hereinafter referred
to as SDTC).

RECITALS

WHEREAS, ARC and SDTC, both nonprofit organizations, have a current contract (B05-002-06) for
cleaning the interior of SDTC buses; and

WHEREAS, this contract expires on April 30, 2006; and
AGREEMENTS

NOW, THEREFORE, in consideration of the mutual benefits to the parties hereto and the mutual
obligations expressed herein, the parties hereby agree as follows:

1. ARC and SDTC ag'ree to extend the current contract on a month-to-month basis effective May 1,
2006. This extension shall last no longer than July 30, 2006, unless mutually agreed on by both
parties.

2. All other terms and conditions of contract B02-005-06 as amended shall remain in effect as originally

written during this extension.
AUTHORIZATION

IN WITNESS THEREOF, the parties to this Memorandum of Agreement have executed same as of
date first written above.

ARC OF SAN DIEGO SAN DIEGO TRANSIT CORPORATION
Anthony De Salis Claire Spielberg
Chief Operations Officer Chief Operating Officer-Bus

Approved as to form:

Tiffany Lorenzen
General Counsel

A1
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619/231-1466

FAX 619/234-3407 Agenda Item No. _4'_5

Joint Meeting of the Board of Directors for ADM 124 (PC 50451)
Metropolitan Transit System,
San Diego Transit Corporation, and
San Diego Trolley, Inc.

April 27, 2006
Subject:
MTS: C STREET MASTER PLAN
RECOMMENDATION:
That the Board of Directors receive a report on City Center Development Corporation’s
(CCDC's) C Street Master Plan.
Budget Impact
None.
DISCUSSION:

CCDC recently kicked off efforts to develop a master plan for C Street (starting west
from Columbia Street headed east to 11th Avenue). MTS is participating in this planning
effort because trolley service is provided in the corridor, and the San Diego Association
of Governments (SANDAG) is participating because of future downtown bus rapid transit
(BRT) operations.

Trolley service along C Street is an important part of the overall trolley service provided
to the region. Approximately 100,000 passenger trips are made each day on this system
and of those, 35,000 to 40,000 trips are linked to one of the four stations on C Street:
City College, Fifth Avenue, Civic Center, and America Plaza. Additionally, many
passenger trips are made through the corridor as passengers make their way from the
South Bay to Old Town and vice versa. Further, increases in ridership are anticipated as
downtown grows in accordance with the Downtown Community Plan Update, which
projects a tripling of the downtown residential population and a doubling of the
employment base. '

Metropolitan Transit System (MTS) is a Cafifornia public agency and is comprised of San Diego Transit Corporation and San Diego Trolley, Inc. nonprofit public benefit corporations,
in cooperation with Chula Vista Transit and National City Transit. MTS is the taxica : administrator for eight cities and the owner of the San Diego and Arizona Eastern Railway Company.

MTS member agencies include: City of Chula Vista, City of Coronado, City of E! Cajon, City of Imperial Beach, City of La Mesa, City of Lemon Grove, City of Nationat City, City of Poway,
City of San Diego, City of Santee, and the County of San Diego.




CCDC staff will introduce the C Street Master Plan and provide background information
and next steps. As this project progresses, MTS staff will return to the Board to provide
updates and seek feedback at key milestones. Attachment A is a summary of the

C Street Master Plan effort provided by CCDC.

Paul C. Jablonski
Chief Executive Officer

Key Staff Contact: Brandon Farley, 619.595.4920, Brandon.Farley@sdmts.com

APRIL27-06.45.CSTREETMASTERPLAN.BFARLEY

Attachment;: A. CCDC'’s C Street Master Plan
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DATE ISSUED: April 19, 2006

ATTENTION: Metropolitan Transit System
Board of Directors
Meeting of April 27, 2006

SUBJECT: C Street Corridor Master Plan - C Street (from Kettner
Boulevard to Park Boulevard) - Core and East Village
Redevelopment Districts of the Expansion Sub Area, and the
Columbia Sub Area of the Centre City Redevelopment
Project.

REFERENCE: Project Boundary Map

STAFF CONTACT: Sachin Kalbag, Senior Planner - Urban Design
C Street Master Plan Project Lead / Manager
Centre City Development Corporation (CCDC)

Background

The Downtown Community Plan Update identifies C Street as “a major
downtown corridor connecting important neighborhoods and land uses. It
provides circulation parallel to Broadway in the Core/Columbia and East Village
neighborhoods, and is particularly sensitive as a transit corridor, hosting the
downtown Trolley. It is a Community Plan priority to improve conditions, making
C Street a comfortable and pleasant route for vehicles, walkers, and transit
riders.”

In August 2004, the C Street Task Force was created by District #2 to address
the problems of C Street, including the quality of life, public art, transportation
and infrastructure issues. The task force was charged with identifying short,
medium, and long term improvements. However, it was determined from the task
force meetings, with representatives from the City, transit agencies, the public
and policy makers that the extent of transportation, infrastructure, and public
realm improvements would require comprehensive planning and an
implementation strategy.

A-1



In June 2005, the Corporation (‘CCDC”) issued a Request for Qualifications for
master plan services (including architectural, landscape, engineering,
transportation and transit design services). The selection committee included
representation from Metropolitan Transit System (MTS), SANDAG, the
Downtown Partnership, as well as CCDC staff and leadership. Six firms were
short-listed and interviewed. The Selection Committee selected the Skidmore,
Owings and Merrill (SOM) team to provide these services.

The study area encompasses a strategic master plan for the area one block to
the north and to the south of C Street and streetscape schematic design for
physical improvements for the project right-of-way (PROW) and the adjoining
public spaces along C Street. The project boundaries for the master plan extend
from Broadway in the south, Kettner Boulevard in the west, B Street to the north,
and Park Boulevard / Smartcorner in the east.

The baseline- and horizon-year data for impact analysis used in the Downtown
Community Plan Update (CPU) EIR will be used for this study.

Master Plan and 30 Percent Schematic Design Document

The Corporation, acting on the behalf of the Redevelopment Agency of the City
of San Diego will lead the master planning effort in cooperation with our agency
partners, the Metropolitan Transit System (MTS) and the San Diego Association
of Governments (SANDAG). In subsequent phases, the Corporation will partner
with MTS and SANDAG to implement the C Street Master Plan. Some highlights
of the master plan and 30 percent schematic design document tasks include:

* Defines an overall vision for the C Street Corridor
* Defines site and infrastructure improvements
. * Defines LRT station location and trolley track improvements
» Defines streetscape improvements, signage and lighting treatments
* Defines vehicular and pedestrian circulation
» Defines potential Bus Rapid Transit (BRT) stops
* Develops a strategy for the integration of public art
+ Develops an implementation, costing and phasing strategy, and
+ Identifies private development opportunities.

The tasks for the Master Plan can be envisage into three distinct areas for
milestones:

Task 1-4:  Data Collection, Base Survey and Stakeholder Analysis
Task 5-7:  Plan Development and Refinement
Task 8: Documentation and Approval

Task1-4 has been Completed.

A-2




A weekly project meeting between the consultant and CCDC with partner
agency’s MTS and SANDAG will ensure that criteria and functional requirements
are met.

Advisory Committee Structure

Advisory committees will review and advise the consultant, CCDC and partner
agencies MTS and SANDAG. The following is a summary of the Committee
review structure and public participation process.

e Technical Advisory Committee (TAC):
The purpose of the TAC is to provide technical review and advise CCDC
and the consultant team of Skidmore, Owings, and Merrill (SOM). The
committee includes our agency partners, the San Diego Association of
Governments (SANDAG) and the Metropolitan Transit System (MTS) and
City departments, and will meet approximately five times throughout the
project’s design and planning phase.

o C Street Advisory Committee (CAC):
The C Street Advisory Committee is an expansion of the already-
successful C Street Task Force, a coalition of citizens, non-profit
organizations and public agencies led by the Downtown San Diego
Partnership.

The purpose of the committee will be to provide input through the initial
planning phase of the C Street Master Plan. The committee will advise the
Centre City Development Corporation (CCDC), the project’s consultant
team headed by the architecture and urban design firm of Skidmore,
Owings & Merrill (SOM), and our agency partners, the San Diego
Association of Governments (SANDAG) and the Metropolitan Transit
System (MTS).

The committee will meet approximately four to six times throughout the
project’s design and planning phase.

e C Street Public Art Committee (PAC):
The purpose of the PAC will be to provide input regarding the public art
component through the initial planning phase of the C Street Master Pian.
The committee will advise the Centre City Development Corporation
(CCDC), the project’s consultant team and our agency partners, the San
Diego Association of Governments (SANDAG) and the Metropolitan
Transit System (MTS). The committee will meet approximately four times
throughout the project’s design and planning phase.

Public Outreach Structure
The goal of the C Street Master Plan public participation program is to achieve

A-3




wide spread support for both a vision and strategy for the revitalization of C
Street. We hope to accomplish this goal through the meaningful engagement of
public agencies, elected officials, C Street stakeholders, civic leaders, area
residents and members of the media. The public participation program will be
structured in the following activity areas:

e Public Workshops
Three to four public workshops are planned to gain input from a larger
segment of the public. Each of these workshops are established at key
milestones of the scope of work.

o Leadership Roundtable
A round table discussion between elected officials and agency presidents

will be provided prior to the development of plans, to facilitate visioning,
cooperation between agencies and prioritization.

o Stakeholder interviews
Stakeholder interviews to gain important insights into people’s
perceptions, wants and needs relative to the design and function of C
Street. Interviewees will include C Street property owners, merchants and
residents; cultural institutions; transit leaders; transit users; civic leaders;
elected officials; founders (historical perspective); and police/transit
security. The findings will be compiled in a summary report.

In addition, periodic presentations will be made to committees of CCDC, the
SANDAG Transportation Committee and the MTS Board of Directors to provide
updates and seek necessary input.

Next Steps
In the next few months, other public activities will involve a Roundtable

Discussion, which will include elected officials, and agency presidents discussing
the issues important to C Street.

The consultant team will compile the information gathered from the existing
conditions analysis, technical criteria, stakeholder interviews, and public
workshop, and will use the data as the basis in proceeding with the development
of concept plans. Plans will be presented to the advisory committees in late May
or early June, which will be followed by the second public workshop.

Sincerely,

Sachin Kalbag
Senior Planner/Urban Designer

A-4
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1255 Imperial Avenue, Suite 1000
San Diego, CA 92101-7490
619.231.1466 FAX 619.234.3407

Agenda Item No. 61

Chief Executive Officer's Report ADM 121.7 (PC 50101)

- - April 27, 2006

Minor Contract Actions

Laidlaw Transit Services, Inc. for transportation services to mitigate lost service resulting from a
Caltrans construction project.

Richard Moore for the exchange of real property interests with the San Diego & Arizona Eastern
Railway.

Dell Computer Corp. for personal computers.
Gov Connection for telecom equipment for MTS and San Diego Transit Corporation.

Berryman and Henigar for engineering services for the Pacific at Ash Street and Santa Fe 6
projects.

SDSU Foundation for a lease amendment for taxes and utilities related to the Mission Valley
East (MVE) Light Rail Transit (LRT) Project.

Stacy & Witbeck, Inc. for track work and systems services for the MVE LRT Project. A
Cor O Van for the storage of construction records for the MVE LRT Project.

La Prensa San Diego for a ¥4 page, black and white ad promoting the use of transit.
El Latino Newspaper for a ¥ page, black and white ad for promoting the use of transit.

XX Sports Radio for ads during Padres radio shows that promote the use of transit.

Contract Matters

There are no contract matters to report.

gail.williams/agenda item 61

politan Transit Sy (MTS)is rised of the Metropolitan Transit Development Board (MTDB) a California public agency, San Diego Transit Corp., and San Diego Trolley, Inc.,

in cooperation with Chula Vista Transit and National City Transit. MTS is Taxicab Administrator for eight cities. MTDB is owner of the San Diego and Arizona Eastern Railway Company.

MTDB Member Agencies include: City of Chula Vista, City of Coronado, City of El Cajon, City of Imperial Beach, City of La Mesa, City of Lemon Grove, City of National City, City of Poway,
City of San Diego, City of Santes, and the County of San Diego.




Agenda Item No. 45
4/27/06

C-STREET CORRIDOR MASTER PLAN
SAN DIEGO, CALIFORNIA

C STREET TASK FORCE

CCDC Issues a RFQ for master plan services

NP

SELECTION COMMITEE: CDC MTS SANDAG DOWNTOWN
PARTNERSHIP

4

LEAD CONSULTANT: SKIDMORE OWINGS AND MERRILL (SOM)

C-STREET CORRIDOR MASTER PLAN SAN DIEGO, CALIFORNIA

BACKGROUND
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PROJECT GOALS

il - - Defines-an-overallvision for-the-C Street Corridor.
+ Defines site and infrastructure improvements
» Defines LRT station location and trolley track improvements
» Defines streetscape improvements, signage and lighting treatments
+ Defines vehicular and pedestrian circulation

« Defines potential Bus Rapid Transit (BRT) stops

+ Develops a strategy for the integration of public art

- Develops an implementation. costing and phasing strategy. and

« |dentifies private development opportunities.

PROJECT TASKS

1) Project Initiation
2) Base Preparation
3) Site Analysis / Future Needs
4) Vision and Frame Work *
5) Plan Alternatives
B6) Integration / Preferred Alternative / Schematic Plan
7) Implementation Strategy
)

8) Documentation and Approval




C Street Project Schedule
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PUBLIC PROCESS: THE OPPORTUNITY
TO CREATE A SHARED VISION

TECHNICAL ADVISORY COMMITTEE
PUBLIC ART ADVISORY COMMITTEE
C STREET ADVISORY COMMITTEE
STAKEHOLDER INTERVIEWS
PUBLIC WORKSHOPS
ROUNDTABLE DISCUSSION




C STREET TECHNICAL ADVISORY COMMITTEE
C STREET ART ADVISORY COMMITTEE

TECHNICAL ADVISORY COMMITTEE

CCDC

SANDAG

MTS

CITY OF SAN DIEGO
ARCHITECT
PLANNER

URBAN DESIGNER

ART ADVISORY COMMITTEE

ARTISTS

CCDC

CITY OF SAN DIEGO

MUSEUM OF CONTEMPORARY ART

C STREET ADVISORY COMMITTEE

PARTICIPANTS —~ REPRESENTATIVE “VOICES”

District #2. Chair
Downtown San Diego Partnership
C Street resident

C Street property owner
C Street merchant
Trolley rider

SD Police Department
Developer

Real estate broker

Clean & Safe

County of San Diego

San Diego Superior Court
Walk San Diego

CCAC

Westgate Hotel

Grant Hotel

City of San Diego

REPRESENTATIVE!




STAKEHOLDER INTERVIEWS

PARTICIPANTS - REPRESENTATIVE “VOICES”

Kathleen Andrews. C Street resident

Carol Beres. C Street property owner

Mitch Dembin, troliey rider. Federal employee

Gary Gallegos. San Diego Association of Governmenis

Officers John Graham. Wes Mangum and Joseph Steffen. SD Police Department
Nancy Graham, Centre City Development Corporation

Paul Jablonski, Metropolitan Transit System

Michael Johnson. architect and downtown husiness leader

Hon. Jim Madaffer. City of San Diego & SANDAG board

Mike Madigan. developer and former city official

Hon. Harry Mathis. Metropolitan Transit System

Dan O'Brien, Octopus Clothing. C Street merchant

Stewart Payne, Clean & Safe program

Donald Telford. San Diego Civic Theatre

Pete Teraschuck. San Diego Trolley

Barbara Warden and Kevin Casey. Downtown San Diego Partnership

STAKEHOLDER INTERVIEWS

KEY OBSERVATIONS

Vision: mix of land uses

Vision: attractive streetscape improvements

First steps: improve public safety

First steps: remove unsightly barriers or planters

Differing opinions about additional modes of transit

Differing opinions about the role of automobiles

Concern that money wilt be an obstacle to achieving success




PUBLIC WORKSHOPS

PUBLIC WORKSHOP #1:
Thursday April 20th, 2006

PUBLIC WORKSHOP #2:
(Tentative) Mid-June 2006

PUBLIC WORKSHOP #3:
(Tentative) Mid-August 2006

RUBMGANORKSHORS

Public workshop #1 PRIORITIES

__ Pedestrian-friendly

___Pedestrian safety

___Publicart

___Redevelopment of blighted buildings
___Residents

__Retail

__Restaurants

___Automobile access
__Bus Rapid Transit (express
commuiter bus)
__ Civic Center renovation
___ Crime prevention X .
___Cultural facilities — Roaqway Improvements
__ Entertainment venues . Seating
" Hotels e Shuttle
Landscaping — 5'9“399 o
™ Lighti ___Transit station enhancements
__ Lighting )
___ ldentity

___Light rail capacity ) )
Links to education ___Comprehensive/detailed land use
___Maintenance plan '
Office buildings ___Homeless issues
" On-street parking ___Implementation strategy
— Y ___Mixed use. live/work/play
e ___Urban market, street animation
PublicTestroo




PUBLIC WORKSHOP #1
RESULTS

#1 Redevelopment of blighted buildings (11.9%) #9 Cultural facilities (1.8%)
#2 Crime prevention (8.4%) #10 Automobile access (1.3%,
Landscaping Light rail capacity
#3 Pedestrian-friendly (V%) Residential
Comprehensive/detailed land use plan Shuttie
Pedestrian safety (6.6%) Urban Market
Lighting (5.7%) Street “Animation”
Identity
Transit station enhancements (3.5%)
Civic Center renovation (3.1%)
Entertainment venues
Maintenance
Public art
Retail
Roadway improvements (2.2%})
Implementation Strategy
Mixed-use

NEXT STEPS

ANALYSIS OF TASK #1-TASK #4 TECHNICAL AND
STAKEHOLDER DATA

ANALYSIS OF PUBLIC INPUT

PLAN DEVELOPMENT

PUBLIC WORKSHOP #2 IN MID JUNE
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C Street Master Plan




Downtown San Diego
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//lm\\\\\\\\\ N\ Metropolitan Transit System

1255 Imperial Avenue, Suite 1000
San Diego, CA 92101-7490
619.231.1466 FAX 619.234.3407

Agenda

Joint Meeting of the Board of Directors for
Metropolitan Transit System,
San Diego Transit Corporation, and
San Diego Trolley, Inc.

April 27, 2006
9:00 a.m.

James R. Mills Building
Board Meeting Room, 10th Floor
1255 Imperial Avenue, San Diego

This information will be made available in alternative formats upon request. To request an agenda in an
alternative format, please call the Clerk of the Board at least five working days prior to the meeting to ensure

availability. Assistive Listening Devices (ADLs) are available from the Clerk of the Board/Assistant Clerk of
the Board prior to the meeting and are to be returned at the end of the meeting

ACTION
RECOMMENDED
1. Roll Call
2. Approval of Minutes - April 13, 2006 Approve

Public Comments - Limited to five speakers with three minutes per speaker
Others will be heard after Board Discussion items. If you have a report to
present, please furnish a copy to the Clerk of the Board.

Metropolitan Transit System (MTS) is a California public agency and is comprised of San Diego Transit Corporation and San Diego Trolley, inc. nonprofit public benefit corporations
in cooperation with Chula Vista Transit and National City Transit. MTS is the taxicab administrator for eight cities and the owner of the San Diego and Arizona Eastern Railway Company.

MTS member agencies include: City of Chula Vista, City of Coronado, City of El Cajon, City of Imperial Beach City of La Mesa, City of Lemon Grove, City of Nationa! City, City of Poway,
City of San Diego, City of Santee, and the County of San Diego.




5.

Closed Session Items

a. MTS: CONFERENCE WITH LEGAL COUNSEL - EXISTING
LITIGATION Pursuant to Subdivision (a) of California Government
Code Section 54956.9: Save Our Heritage Organisation (SOHO) v.
City of San Diego, et al., (Superior Court Case No. GIC 837743)

b. MTS: CONFERENCE WITH REAL PROPERTY NEGOTIATORS
Pursuant to California Government Code Section 54956.8
Property: Right-of-Way Adjacent to Grossmont Center Station
Parking Lot at the Intersection of Grossmont Center Drive and
Fletcher Parkway
Agency Negotiators: R. Martin Boh!, Paul Jablonski, Tim Allison,
Tiffany Lorenzen, and Jerry Trimble
Negotiating Parties: Fairfield Residential, LLC, JP Morgan Chase
Bank, and Mass Mutual
Under Negotiation: Instructions to Negotiators will Include Price
and Terms of Payment

c. - MTS: CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED
LITIGATION Significant Exposure to Litigation Pursuant to
Subdivision (b) of California Government Code Section 54956.9
(One Potential Case)

QOral Report of Final Actions Taken in Closed Session

CONSENT ITEMS

6.

MTS: South Bay/East County Maintenance Facilities Capital Project Budget
Adjustments

Action would authorize the CEO to: (1) approve the transfer of funds between
capital projects; and (2) approve a three-year contract (Doc. No. B0451.0-06)
for rental of self-storage units adjacent to the South Bay Maintenance Facility
that provides for additional transit vehicle parking and storage.

MTS: Increased Authorization for Legal Services

Action would authorize the CEO to enter into a contract amendment (MTS Doc.
No. G0934.3-04) with R. Martin Bohl of the Law Offices of R. Martin Bohl for
legal services related to joint development projects.

SDTC: Contract Award for Brake and Planetary Kits
Action would authorize the CEO to execute a one-year contract with Truck
Trailer Transit, Inc. for brake and planetary kits.

MTS: Budget Transfer and Construction Management Contract Amendment for

Mission Valley East

Action would authorize the CEO to transfer funds and execute a contract
amendment to expand and extend construction management services on the
Mission Valley East Light Rail Transit Project.

Possible Action

Approve

Approve

Approve

Approve




NOTICED PUBLIC HEARINGS

25.

None.

DISCUSSION ITEMS

30.

31.

MTS: Update on the Status of the Grossmont Trolley Station Joint
Development Project

Action would: (1) receive an update from General Counsel regarding the status
of the Grossmont Trolley Station Joint Development Project; (2) authorize the
CEOQ to execute the Disposition and Development Agreement (DDA) and
Ground Lease, assuming an agreement can be reached with

Fairfield Residential, LLC (Fairfield) on all remaining issues; (3) approve the
appraisal report; and (4) authorize the CEO to execute and sign any other
documents necessary to complete the transaction, including the lender’s
Estoppel Certificate and the Parcel Map.

SDTC: Extension of the ARC of San Diego Contract for Interior Deep Cleaning

of SDTC Buses

Action would authorize the Chief Operating Officer-Bus to execute a temporary
(not to exceed three months) month-to-month contract extension with ARC of
San Diego to deep clean the interiors of San Diego Transit Corporation’s
buses.

REPORT ITEMS

45.

60.
61.
62.

63.

64.

65.

MTS: C Street Master Plan
Action would receive this report for information.

Chairman's Report

Chief Executive Officer's Report

Board Member Communications

Additional Public Comments Not on the Agenda

If the limit of 5 speakers is exceeded under No. 3 (Public Comments) on this
agenda, additional speakers will be taken at this time. If you have a report to
present, please furnish a copy to the Clerk of the Board. Subjects of previous
hearings or agenda items may not again be addressed under Public
Comments.

Next Meeting Date: May 11, 2006 - Finance Workshop at 8:00 a.m.

Adjournment

Approve

Approve

Receive

Possible Action

Information

Possible Action
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Getting on the cheaper track

Michael Erler, Contributing Columnist

Posted: 4/20/06

We've all heard the saying, "When life gives you lemons, make lemonade." It reminds us to
always make the best out of a bad situation.

Every so often, however, wonderful surprises come from undesirable circumstances.

Have you ever made plans to go out, only to discover that all your shirts are in the hamper
except for that lame one that your aunt got you for Christmas? Reluctantly, you put it on and,
- while checking yourself out in the mirror, you find a crumpled $20 bill in the front pocket.

All of a sudden, you don't care what the shirt looks like.

My recent discovery of the MTS trolley was also serendipitous.

Last semester, | received yet another speeding ticket on Interstate 8, while | was on the way to
school. The officer didn't have much sympathy for my excuse - "But | was in a hurry!"

| didn't get off with a warning.
Because | already had a bunch of other traffic mishaps on my record, the insurance company

announced that my rates were going up. My insurance policy would now cost more than the
value of my car. This meant that for spring semester | would have to start taking the trolley.

| dreaded the trolley. | thought it was going to be an inconvenient nightmare and did not relish
always having to wait at the station. But what really worried me were the other passengers. |
had these creepy images in my mind that the trolley would be like the subway in New York,
with people flashing me, talking gibberish to themselves or trying to steal my wallet.

To my great relief, only one of those three things has happened so far.

And | suppose it's possible that the seemingly crazy woman who appeared to be talking to
herself could have been on a really, really tiny cell phone.

It's amazing that, today, I've come to love the trolley.
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For starving students, there's no better value. For only $125 per semester, students can use it
as much as they want to come and go as they please throughout San Diego, even on
weekends. Best of all, the trolley pass is even good on buses, and enables a passenger to
really get around town to, say, traffic court. To put this in proper perspective, the trolley pass
costs $10 less than the sticker students have to buy in order to park their cars on campus.

I'm giddy with all the extra cash | have in my wallet every month thanks to the trolley. No more
oil changes, no more gas stops - I've lost track, how much does gas go for these days, $8 a
gallon? No more smog checks, no more paying for parking everywhere.

And it's not just about the money, either. | feel so much more relaxed now when | get to class.
My road rage is a thing of the past because traffic is no longer my concern. | don't have to
worry about finding a parking space on a campus that has nearly 35,000 students. | even feel
a little better about myself for not ruining the environment. Are you proud of your little four-
person carpool? Well, I've got a 200-person "pool," minus the car.

Best of all, riding the trolley allows me to enjoy my favorite hobby: reading. With the time |
spend going back and forth from my downtown apartment to campus | can burn through at
least one novel per week. Good thing | have the extra cash to buy more, right? Even if you're
not a recreational reader, the trolley is a great place to get some studying done on the way to

class. '

| couldn't be happier with the trolley, and | encourage everyone to buy a pass next semester.
Even if my record was spotless, | won't be driving again, as long as I'm a student here.

People who are still willing to put up with all the hassles of driving in this day and age are the
ones who are really being taken for a ride.

-Michael Erler is a political science senior.

-This column does not necessarily reflect the opinion of The Daily Aztec. Send e-mail to
letters@thedailyaztec.com. Anonymous letters will not be printed - include your full name,
major and year in school.

© Copyright 2006 The Daily Aztec
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12 April 2006

Kevin Faulconer, Member
MTDB '
Metropolitan Transit System
James R. Mills Building
1255 Imperial Avenue

San Diego, CA 92101

Dear Councilman Faulconer,

The plan to install televisions in all buses is leaving me trying to figure out
how to leave San Diego, or to move next-door to my place of employment, or to
really check out the idea of vanpooling, or even to have eye surgery in order to
try, at forty-one, to drive a car for the first time. [ will try any scheme, no matter
how expensive, to avoid paying my sixty dollars a month for a transit pass and
having commercials forced on me where I am not given an “Off” or a “Mute”
button.

One the television;equipped bus that I rode, the commercials were
blasted at extra high volume every fiveé minutes.

You cannot read a book that way. Just as you get into it, four minutes have
gone buy, the next commercial starts, and the volume goes way up so you don't
miss the sales pitch. I would gladly pay more every month to avoid this.

The sound comes out of speakers up and down the bus—right above your
head in many of the seats.

There goes the calm reading time that I have had on public transit on San
Diego for the whole of my working life.

Not many years ago, the public transit ads in San Diego stressed that you
could leave your car and relax and read on the bus, while somebody else drove
you. This was an attempt to attract the “choice” riders who would otherwise be
in private cars, and who often - like me - pay the full-fare bus pass. And to this
day, radio playing is prohibited on buses, because it annoys other people and
makes bus riding unattractive.

But so much for the idea of attracting people to a quiet environment for
reading or relaxing. Now the bus company is getting revenue by playing
commercials to a “captive audience.” But we are not captives; we are paying
customers - many of whom can go back to the roads, or anyway arrange things
so we are not on the buses in the way that we have been.



Contrary to popular belief, many “choice” riders do exist, especially
among those of us who - with public transit access in mind - have organized our
lives around the denser and most bus-accessible neighborhoods of San Diego..
There are also choice riders paying extra-high fares to commute by freeway to
downtown.

Possibly some of these people have better things to do during their
commutes than watching t.v. — they have reading or work to do as a part of their
daily routine. If they can’t do that, or relax, they may as well drive, and while
they are at it they can choose their own radio station or music.

So as such people shift away from bus-riding, how much revenue will be
lost by this revenue-producing idea?

And how much public money was spent on the staff time to correspond
and draw up the contract with the company that supplies the televisions and the
commercials? And how much public money is going into installing and
maintaining the televisions, and rewiring the buses?

[s it more than what is being sent to repaint the buses with a design
resembling the Imperial Japanese Battle Flag? And is it more than all the
marketing studies that went into that program?

The MTDB Board needs to step back and ask whether all the slickly
produced, staff-approved marketing initiatives that sound so reasonable really
need to be paid for. There are too many higher-level bus company staff who are
wasting public money on bad ideas that do not enhance bus service, or that
actually degrade it. (This is not a dig at the COA, whose changes I support.)

Maybe there should be staff cuts at the headquarters, not schemes to get
an occasional check from annoying the riders with commercials.

Or, if commercials are such a good and profitable idea, maybe
unsilenceable, 1984-style screens ought to be installed in the bus company offices.
That will make money. And the people who work there can have the same kind
of pleasure every five minutes that they want to arrange for their customers - oh,
I mean “captives.”

Sincerely,

F‘l N [‘_Q‘D/J7
Edward Beasley

4259 Maryland St.

(Close to routes 1, 11, 15, and 115,
and not far from the 7 and 908)
San Diego, CA 92103




	Agenda 4/27/06
	Minutes 4/13/06
	3
	6
	7
	8
	30
	31
	45
	61
	Agenda 4/27/06
	Getting on the cheaper track
	Ltr. to Faucloner from Ed Beasley



