OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY

REGULAR MEETING AGENDA
AUGUST 2, 2016 3:30 P.M.

Location: City of Industry City Council Chamber
15651 East Stafford Street, City of Industry, California

Addressing the Oversight Board:

»

Agenda Items: Members of the public may address the Oversight Board on any matter listed on the
Agenda. In order to conduct a timely meeting, there will be a three-minute time limit per person for
any matter listed on the Agenda. Anyone wishing to speak to the Oversight Board is asked to
complete a Speaker’s Card which can be found at the back of the room and at the podium. The
completed card should be submitted to the Secretary prior to the Agenda item being called and prior
to the individual being heard by the Oversight Board.

Public Comments (Non-Agenda Items): Anyone wishing to address the Oversight Board on an
item not on the Agenda may do so during the “Public Comments” period. In order to conduct a timely
meeting, there will be a three-minute time limit per person for the Public Comments portion of the
Agenda. State law prohibits the Oversight Board from taking action on a specific item unless it
appears on the posted Agenda. Anyone wishing to speak to the Oversight Board is asked to
complete a Speaker’s Card which can be found at the back of the room and at the podium. The
completed card should be submitted to the Secretary prior to the Agenda item being called by the
Secretary and prior to the individual being heard by the Oversight Board.

Americans with Disabilities Act:

»

In compliance with the ADA, if you need special assistance to participate in any meeting (including
assisted listening devices), please contact the Office of the Secretary to the Oversight Board (626)
333-2211. Notification of at least 72 hours prior to the meeting will assist staff in assuring that
reasonable arrangements can be made to provide accessibility to the meeting.

Agendas and other writings:

>

In compliance with Government Code Section 54957.5(b), staff reports and other public records
permissible for disclosure related to open session agenda items are available at City of Industry City
Hall, 15625 East Stafford Street, Suite 100, City of Industry, California, at the office of the Secretary
of the Oversight Board during reqular business hours, Monday through Friday, 9:00a.m. to 5:00 p.m.
Agendas are available on the City of Industry website: www.cityofindustry.org.

Call to Order
Flag Salute

Roll Call
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4. Public Comments

5. OVERSIGHT BOARD MATTERS

5.1

5.2

53

5.4

5.5

Consideration of Resolution No. OB 2016-17 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSORAGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT
AGENCY OF THE CITY OF INDUSTRY, APPROVING THE OVERSIGHT
BOARD’S MINUTES FOR THE JUNE 7, 2016 REGULAR MEETING.

RECOMMENDED ACTION: Adopt Resolution No. OB 2016-17.

Consideration and discussion of the status report identifying the inventory of
properties, projected cash flow for projects to be funded by other funds, and
the project summary.

RECOMMENDED ACTION: Receive and file the report.

Presentation and discussion regarding the Independent Auditor's Report on
Internal Control over Financial Reporting and on Compliance and other
Matters for the Fiscal Year Ended June 30, 2015; the Independent Auditor’s
Report on Internal Control Related Matters Identified in the Audit for the Fiscal
Year Ended June 30, 2015; and the Auditor's Communications with the
Successor Agency for the Fiscal Year Ended June 30, 2015.

RECOMMENDED ACTION:  Receive and file the Reports.

Consideration of Resolution No. OB 2016-18 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT
AGENCY OF THE CITY OF INDUSTRY, APPROVING AND AUTHORIZING
THE EXECUTION OF A PURCHASE AND SALE AGREEMENT FOR THE
SALE AND DISPOSITION OF CERTAIN REAL PROPERTY LOCATED AT
17723 GALE AVENUE, CITY OF INDUSTRY, CALIFORNIA.

RECOMMENDED ACTION: Adopt Resolution No. OB 2016-18.

Consideration of Resolution No. OB 2016-19 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSORAGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT
AGENCY OF THE CITY OF INDUSTRY, APPROVING AND AUTHORIZING
THE EXECUTION OF A PURCHASE AND SALE AGREEMENT FOR THE
SALE AND DISPOSITION OF CERTAIN PROPERTY LOCATED AT 125
NORTH ORANGE AVENUE, CITY OF INDUSTRY, CALIFORNIA.

RECOMMENDED ACTION: Adopt Resolution No. OB 2016-19.
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5.6

5.7

Consideration of Resolution No. OB 2016-20 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSORAGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT
AGENCY OF THE CITY OF INDUSTRY, APPROVING AND AUTHORIZING
THE EXECUTION OF A PURCHASE AND SALE AGREEMENT FOR THE
SALE AND DISPOSITION OF CERTAIN REAL PROPERTY LOCATED AT
19835 EAST WALNUT DRIVE NORTH, CITY OF INDUSTRY, CALIFORNIA.

RECOMMENDED ACTION: Adopt Resolution No. OB 2016-20.

Update and discussion on the Tres Hermanos Property.

6. Adjournment. Next regular meeting: Tuesday, September 6, 2016 at 3:30 p.m.
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RESOLUTION NO. OB 2016-17

A RESOLUTION OF THE OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER
REDEVELOPMENT AGENCY OF THE CITY OF
INDUSTRY, APPROVING THE OVERSIGHT BOARD’S
MINUTES FOR THE JUNE 7, 2016 REGULAR MEETING

WHEREAS, the Successor Agency to the Industry Urban-Development Agency was
formed in accordance with California Health and Safety Code Section 34173 (“Successor
Agency”); and

WHEREAS, the Oversight Board (“Oversight Board”) of the Successor Agency was
established pursuant to California Health and Safety Code Section 34179; and

WHEREAS, the Oversight Board Secretary or designee has prepared and submitted the
minutes for the June 7, 2016 Regular Meeting to the Oversight Board for consideration and
approval, in substantially the form attached hereto as Exhibit A; and

WHEREAS, the Oversight Board has determined that the approval of the minutes is
both proper and necessary; and

WHEREAS, California Health and Safety Code Section 34179(e) requires the
Oversight Board to adopt resolutions for any action taken by the Oversight Board.

NOW, THEREFORE, BE IT RESOLVED by the Oversight Board as follows:

Section 1. Approval of Minutes. The Oversight Board hereby approves and adopts
the minutes for the June 7, 2016 Regular Meeting of the Oversight Board, in substantially the
form attached hereto as Exhibit A.

Section 2. Other Actions. The Oversight Board hereby authorizes and directs the
Chairman, Vice-Chairman and/or Secretary or the Oversight Board, jointly and severally, to do
any and all things and to execute and deliver any and all documents which they may deem
necessary or advisable in order to effectuate the purposes of this Resolution, and such actions
previously taken by such officers are hereby ratified and confirmed.

PASSED, APPROVED AND ADOPTED by the Oversight Board at a duly noticed
meeting of the Oversight Board held on August 2, 2016, by the following vote:

AYES:
NOES:

ABSENT:



ABSTAIN:

By:

Santos H. Kreimann, Chairman
Oversight Board of the Successor Agency to the
Industry Urban-Development Agency

ATTEST:

Diane M. Schlichting, Secretary
Oversight Board of the Successor Agency to the
Industry Urban-Development Agency



RESOLUTION NO. OB 2016-17
EXHIBIT A
JUNE 7, 2016 OVERSIGHT BOARD MINUTES

[ATTACHED BEHIND THIS PAGE]
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CALL TO ORDER

The Regular Meeting of the Oversight Board of the Successor Agency to the Industry
Urban-Development Agency was called to order by Chairman Santos Kreimann at 3:32
p.m., in the City of Industry Council Chamber, 15651 East Stafford Street, California.

FLAG SALUTE
The flag salute was led by Chairman Santos Kreimann.
ROLL CALL

PRESENT: Santos Kreimann, Chairman
Michael Gregoryk, Vice Chairman
Yolanda Duarte, Board Member
Paul Philips, Board Member
Congressman Esteban Torres, Board Member

ABSENT: Cindy Chen, Board Member
Darin DeKnikker, Board Member

MOTION BY BOARD MEMBER DUARTE, AND SECOND BY BOARD MEMBER PHILIPS
TO GRANT BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER AN
EXCUSED ABSENCE. MOTION CARRIED 5-0.

STAFF PRESENT: Sean Varner, Oversight Board Counsel; James M. Casso, Agency
Legal Counsel; and Diane M. Schlichting, Secretary.

PUBLIC COMMENTS

Mr. Tom Dalape, Principal with The Hoffman Company, approached the Board and stated
that he wanted to clear up any confusion as to their involvement with the Tres Hermanos
property. Mr. Dalape provided background information and stated that The Hoffman
Company never marketed the Tres Hermanos property. Chairman Kreimann inquired if
the contract was ever executed. Mr. Dalape stated that it was submitted to the Department
of Finance, but it was never executed.

PRESENTATION BY JOHN GORDON REGARDING THE PROPOSAL SUBMITTED BY
GH AMERICA TO PURCHASE THE TRES HERMANOS PROPERTY
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Mr. John Gordon, attorney representing GH America, approached the Board and discussed
his client's offer to purchase the Tres Hermanos property in the amount of
$101,000,000.00. Mr. Gordon stated that the property was listed on the Long Range
Property Management Plan and provided additional information on his client’s interest in
purchasing the property. Discussion was held.

Mr. Brent Little with South Coast Communities approached the Board, provided
background history about South Coast Communities, what they proposed for the site, the
benefits of the development, and responded to questions from Members of the Oversight
Board.

Chairman Kreimann stated that one of the comments that Mr. Gordon made was that he
requested that the Oversight Board pass a resolution today and to enter into a Purchase
and Sale Agreement. Chairman Kreimann stated that the Oversight Board could not do
this because it was not on the agenda nor had it been negotiated with the Successor
Agency. Oversight Board Counsel Varner confirmed that was correct. Discussion was
held relative to the City’s interest in purchasing the property. Agency Legal Counsel Casso
stated that he would report back to his client, the City Council, of this Board’s desire to
know the City’s intent on purchasing the property and would report back to the Oversight
Board by August 31, 2016. Board Member Philips stated that he would need to go back
to the City Council and Successor Agency for their direction. Board Member Philips further
stated that it was clear in the Statute that the City had the right to purchase over and
beyond any bid. This bid was on its own. It was not solicited by the Successor Agency or
City. Oversight Board Counsel Varner stated that it was consistent with the Long Range
Property Management Plan which governed the sale of the properties. Chairman
Kreimann asked Agency Legal Counsel Casso if the Board would hear back from him by
the end of August or the first part of September. Oversight Board Counsel Varner stated
that he would work with Mr. Casso as to the timing of when the City/Successor Agency
would be ready, and then there would be language within the agenda that would allow the
Board to react accordingly.

CONSIDERATION OF RESOLUTION NO. OB 2016-10 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT AGENCY OF THE CITY
OF INDUSTRY, APPROVING THE OVERSIGHT BOARD’S MINUTES FOR THE
JANUARY 27, 2016 SPECIAL MEETING

MOTION BY BOARD MEMBER PHILIPS, AND SECOND BY VICE CHAIRMAN
GREGORYK TO ADOPT RESOLUTION NO. OB 2016-10.
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AYES: BOARD MEMBER DUARTE, BOARD MEMBER PHILIPS,
CONGRESSMAN TORRES, VICE CHAIRMAN GREGORYK, AND
CHAIRMAN KREIMANN

NOES: NONE
ABSENT: BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER
ABSTAIN: NONE

CONSIDERATION OF RESOLUTION NO. OB 2016-11 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT AGENCY OF THE CITY
OF INDUSTRY, APPROVING THE OVERSIGHT BOARD’S MINUTES FOR THE MARCH
11, 2016 SPECIAL MEETING

MOTION BY BOARD MEMBER PHILIPS, AND SECOND BY BOARD MEMBER DUARTE
TO ADOPT RESOLUTION NO OB 2016-11. MOTION CARRIED 5-0, BY THE
FOLLOWING VOTE:
AYES: BOARD MEMBER DUARTE, BOARD MEMBER PHILIPS,
CONGRESSMAN TORRES, VICE CHAIRMAN GREGORYK, AND
CHAIRMAN KREIMANN
NOES: NONE
ABSENT: BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER
ABSTAIN: NONE

CONSIDERATION OF THE STATUS REPORT IDENTIFYING THE INVENTORY OF
PROPERTIES, PROJECTED CASH FLOW FOR PROJECTS TO BE FUNDED BY
OTHER FUNDS, AND THE PROJECT SUMMARY

Mr. Dean Yamagata, Partner with Frazer, LLP, contracted to run the Finance Department
for the City and Agency, presented a report and responded to questions from Members of
the Oversight Board.

Mr. Josh Nelson, Project Manager with CNC Engineering, responded to questions from
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Members of the Oversight Board.

MOTION BY BOARD MEMBER PHILIPS, AND SECOND BY VICE CHAIRMAN
GREGORYK TO RECEIVE AND FILE THE REPORT. MOTION CARRIED 5-0, BY THE
FOLLOWING VOTE:

AYES: BOARD MEMBER DUARTE, BOARD MEMBER PHILIPS,
CONGRESSMAN TORRES, VICE CHAIRMAN GREGORYK, AND
CHAIRMAN KREIMANN

NOES: NONE
ABSENT: BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER
ABSTAIN: NONE

PRESENTATION AND DISCUSSION REGARDING THE INDEPENDENT AUDITOR’S
REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS FOR THE FISCAL YEAR ENDED JUNE 30,
2015; THE INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL RELATED
MATTERS IDENTIFIED IN THE AUDIT FOR THE FISCAL YEAR ENDED JUNE 30, 2015;
AND THE AUDITOR’S COMMUNICATIONS WITH THE SUCCESSOR AGENCY FOR
THE FISCAL YEAR ENDED JUNE 30, 2015

Chairman Kreimann asked that this item be continued to the next meeting.

CONSIDERATION OF RESOLUTION NO. OB 2016-12 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT AGENCY OF THE CITY
OF INDUSTRY, APPROVING AND AUTHORIZING THE EXECUTION OF A PURCHASE
AND SALE AGREEMENT FOR THE SALE AND DISPOSITION OF CERTAIN REAL
PROPERTY LOCATED AT 333 SOUTHHACIENDA BOULEVARD, CITY OF INDUSTRY,
CALIFORNIA

Agency Legal Counsel Casso presented a report and responded to questions from the
Members of the Oversight Board.

Mr. Jim Rabe, Senior Principal with Keyser Marston Associates and real estate advisor to
the Oversight Board, provided additional information and responded to questions from
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Members of the Oversight Board.

MOTION BY BOARD MEMBER PHILIPS, AND SECOND BY CONGRESSMAN TORRES
TO ADOPT RESOLUTION NO. OB 2016-12. MOTION CARRIED 5-0, BY THE
FOLLOWING VOTE:

AYES: BOARD MEMBER DUARTE, BOARD MEMBER PHILIPS,
CONGRESSMAN TORRES, VICE CHAIRMAN GREGORYK, AND
CHAIRMAN KREIMANN

NOES: NONE
ABSENT: BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER
ABSTAIN: NONE

CONSIDERATION OF RESOLUTION NO. OB 2016-13 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT AGENCY OF THE CITY
OF INDUSTRY, APPROVING AND AUTHORIZING THE EXECUTION OF A PURCHASE
AND SALE AGREEMENT FOR THE SALE AND DISPOSITION OF CERTAIN
PROPERTY LOCATED AT 1123-1135 HATCHER AVENUE, CITY OF INDUSTRY,
CALIFORNIA

Agency Legal Counsel Casso presented a report and responded to questions from the
Members of the Oversight Board.

MOTION BY BOARD MEMBER PHILIPS, AND SECOND BY VICE CHAIRMAN
GREGORYK TO ADOPT RESOLUTION NO. OB 2016-13. MOTION CARRIED 5-0, BY
THE FOLLOWING VOTE:

AYES: BOARD MEMBER DUARTE, BOARD MEMBER PHILIPS,
CONGRESSMAN TORRES, VICE CHAIRMAN GREGORYK, AND
CHAIRMAN KREIMANN

NOES: NONE

ABSENT: BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER

ABSTAIN: NONE
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CONSIDERATION OF RESOLUTION NO. OB 2016-14 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT AGENCY OF THE CITY
OF INDUSTRY, APPROVING AND AUTHORIZING THE EXECUTION OF APURCHASE
AND SALE AGREEMENT FOR THE SALE AND DISPOSITION OF CERTAIN REAL
PROPERTY LOCATED AT 17545 GALE AVENUE, CITY OF INDUSTRY, CALIFORNIA

Agency Legal Counsel Casso presented a report and responded to questions from the
Members of the Oversight Board.

Mr. Jim Rabe, Senior Principal with Keyser Marston and real estate advisor to the
Oversight Board, provided additional information and responded to questions from
Members of the Oversight Board.

MOTION BY BOARD MEMBER PHILIPS, AND SECOND BY VICE CHAIRMAN
GREGORYK TO ADOPT RESOLUTION NO. OB 2016-13. MOTION CARRIED 5-0, BY
THE FOLLOWING VOTE:

AYES: BOARD MEMBER DUARTE, BOARD MEMBER PHILIPS,
CONGRESSMAN TORRES, VICE CHAIRMAN GREGORYK, AND
CHAIRMAN KREIMANN

NOES: NONE
ABSENT: BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER
ABSTAIN: NONE

CONSIDERATION OF RESOLUTION NO. OB 2016-15 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT AGENCY OF THE CITY
OF INDUSTRY, APPROVING AND AUTHORIZING THE EXECUTION OF A PURCHASE
AND SALE AGREEMENT FOR THE SALE AND DISPOSITION OF CERTAIN REAL
PROPERTY LOCATED AT THE NORTH SIDE OF STAFFORD STREET/WEST OF
GLENDORA AVENUE, APN: 8208-025-943, CITY OF INDUSTRY, CALIFORNIA

Agency Legal Counsel Casso presented a report and responded to questions from the
Members of the Oversight Board.
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Mr. Jim Rabe, Senior Principal with Keyser Marston and real estate advisor to the
Oversight Board, provided additional information and responded to questions from
Members of the Oversight Board.

MOTION BY BOARD MEMBER PHILIPS, AND SECOND BY VICE CHAIRMAN
GREGORYKTOADOPTRESOLUTIONNO. OB 2016-13, WITH ADDITIONAL WORDING
BEING ADDED TO THE DEED RELATIVE TO A DEED RESTRICTION MOTION
CARRIED 5-0, BY THE FOLLOWING VOTE:

AYES: BOARD MEMBER DUARTE, BOARD MEMBER PHILIPS,
CONGRESSMAN TORRES, VICE CHAIRMAN GREGORYK, AND
CHAIRMAN KREIMANN

NOES: NONE
ABSENT: BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER
ABSTAIN: NONE

CONSIDERATION OF RESOLUTION NO. OB 2016-16 - A RESOLUTION OF THE
OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER REDEVELOPMENT AGENCY OF THE CITY
OF INDUSTRY, APPROVING AND AUTHORIZING THE EXECUTION OF A PURCHASE
AND SALE AGREEMENT FOR THE SALE AND DISPOSITION OF CERTAIN REAL
PROPERTY LOCATED AT 208 WADDINGHAM WAY, CITY OF INDUSTRY,
CALIFORNIA

Agency Legal Counsel Casso presented a report and responded to questions from the
Members of the Oversight Board.

Mr. Jim Rabe, with Keyser Marston, provided additional information and responded to
questions from Members of the Oversight Board.

MOTION BY BOARD MEMBER PHILIPS, AND SECOND BY CONGRESSMAN TORRES
TO ADOPT RESOLUTION NO. OB 2016-16, WITH ADDITIONAL WORDING BEING
ADDED TO THE DEED RELATIVE TO ADEED RESTRICTION. MOTION CARRIED 5-0,
BY THE FOLLOWING VOTE:

AYES: BOARD MEMBER DUARTE, BOARD MEMBER PHILIPS,
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CONGRESSMAN TORRES, VICE CHAIRMAN GREGORYK, AND
CHAIRMAN KREIMANN

NOES: NONE
ABSENT: BOARD MEMBER CHEN AND BOARD MEMBER DEKNIKKER
ABSTAIN: NONE
UPDATE ON SKYSCRAPER BREWING COMPANY
Oversight Board Counsel Varner stated that the Successor Agency, City, and Skyscraper
Brewing Company had been in discussion with regard to their claim. Based on Varner &
Brandt's review, there were no matters within the Oversight Board’s jurisdiction and it
would be inappropriate for the Board to discuss the matter at this time.

ADJOURNMENT

There being no further business, the Oversight Board of the Successor Agency to the
Industry Urban-Development Agency adjourned.

Santos H. Kreimann, Chairman

Diane M. Schlichting, Secretary
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY

STAFF REPORT

Date: July 22, 2016

To: Chairman and Members of the Oversight Board to the Successor
Agency to the Industry Urban-Development Agency

Prepared by: Dean Yamagata - Frazer, LLP
Via: Susan Paragas, Controller
Subject: Financial Reports
RECOMMENDATION

Receive and file

Below is summary of the status reports and changes from the prior Oversight Board meeting held
in May 2016.

Pages 4-6 Exhibit 1 Inventory of Properties

Exhibit 1 shows the inventory of properties in the Long Range Property Management Plan and
the ultimate disposition of the properties.

Properties being sold to 3" parties

Properties 30, 31, 32 and 58 are currently in escrow and the estimated closing dates will be the
last six months of 2016. Purchase and sale agreements for properties 5, 17 and 35 are being
submitted to the Successor Agency and Oversight Board for approval. Agreements for property
nos. 2 and 34 agreements are being drafted. Property nos. 29, 40, 41 and 43 are listed for sale.

Properties being sold to the City of Industry

Property nos. 20, 33, 51, 59 and 65 are currently in escrow and are expected to close in August
2016. Properties #21/50 has closed escrow generating net proceeds of $3,596,420.00 to the
Successor Agency. The City of Industry will be making an offer to purchase the remaining
properties as indicated on Exhibit 1.

Page 1
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Chairman and Members of the Oversight Board
July 22, 2016
Pages 7-9 Exhibit 2 Project Summary Report Through July 14, 2016

Exhibit 2 has been updated to reflect total expenditures of $5,276,923 spent on projects and other
costs for the period May 12, 2016 through July 14, 2016.

Pages 10-13 Exhibit 3 Budget vs Actual Expenditures ROPS 15-16B Period
January 1, 2016 to June 30, 2016

Exhibit 3 shows the comparison of period to date actual expenditures versus the approved amount
in ROPS 15-16B for the six months ended June 30, 2016. Below is a summary of the
expenditures.

Successor Agency To the Industry Urban-Development Agency
Budget vs. Actual Disbursements Comparison ROPS 15-16B
Summary Report

January 1 Through June 30, 2016 Exhibit 3
Remaining Amount Of
Estimated Project Estimated Project
ROPS Line Expenditures Approved | Actual Disbursements | Expenditures Budgeted
Payee item Project # On ROPS 15-16B Paid During the Period For The Period
Period January 1 to Period January 1to Period January 1 to June
June 30, 2016 June 30, 2016 30, 2016
Projects To Be Funded From Other Available Funds
Landscaping Baker Parkway Slopes MP9931#61 | $ 150,000.00 | $ 95,481.32 [ $ 54,518.68
Diamond Bar Creek MP 99-31 #26 711,000.00 86,062.03 624,937.97
Industry Busi Center MP 99-31 #16 45,808,421.00 7,555,801.84 38,252,619.16
Industry East Traffic Mitigation MP 99-31 #65 1,600,000.00 23,580.57 1,576,419.43
City / Agency Reimbursement Agreement 50,000,000.00 34,139,469.00 15,860,531.00
Total Projects To Be Funded From Other Available Funds $ 98,269,421.00 | $ 41,900,394.76 | $ 56,369,026.24
Projects To Be Funded From Bond Proceeds
Lemon Ave Interchange at Route 60 MP 03-10 4,025,000.00 322,065.75 3,702,934.25
Route 57/60 Confl e Project MP 99-31 #22 4,012,000.00 611,918.50 3,400,081.50
Westbound Slip On- Ramp 57/60 MP 99-31 #22a 5,586,000.00 1,877.50 5,584,122.50
Total Projects To Be Funded From Bond Proceeds $ 13,623,000.00 | $ 935,861.75 | $ 12,687,138.25
Administration 1,211,500.00 588,843.70 622,656.30
General Insurance 263 - - -
Property Mai 1ce 01-01-2016 through 06-30-2016 269 736,000.00 226,825.32 509,174.68
isal Fees 282 22,000.00 - 22,000.00
Total All Expenditures $ 113,861,921.00 | $ 43,651,925.53 | $ 70,209,995.47

Page 2
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Page 14 Exhibit 4 Estimated Sources and Uses of Funds for the period
January 1, 2016 to June 30, 2018

Below is a summary of the Sources and Uses of cash for the period from January 1, 2016 to June
30, 2018. The Industry Business Center and Other Projects to be funded by the sales proceeds
of property will be expended as funds become available. If the purchase agreements are
approved over the next several months it is anticipated that the escrows will close sometime
during the six months ending December 31, 2016. The estimated land sales proceeds do not
include estimates for all properties as they are currently being marketed, appraised and/or in the
process of a purchase agreement being drafted.

We have estimated that the projects being funded by bond proceeds will require approximately
$2,816,000 to be funded from either proceeds from land sales or other funds.

Successor Agency to the IUDA

Projected Cash Flow For Projects Exhibit 4
To Be Funded By Other Funds

January 1, 2016 to June 30, 2018

15-16B Budget 16-17A Budget 16-17B Budget 17-18A Budget 17-18B Budget

1/1/16 to 6/30/16 [7/1/16 to 12/31/16| 1/1/17 to 6/30/17 |7/1/17 to 12/31/17| 1/1/18 to 6/30/18 Totals
Industry Business Center (I1BC):
Land Sales - 3rd Parties (1) $ - $ 91,142,760 $ 91,142,760
Land Sales - City of Industry (Partial Amounts) (2) 8,682,730 24,014,000 32,696,730
Funds from rental income/notes receivable 4,871,029 2,128,466 3,064,233 3,755,703 5,179,038 18,998 469
Estimated Project Expenditures per ROPS 15-16A (8,672,891) (63,927,642) (35,794,817) (26,297,042) (9,040,385) (143,732,776)
Net 4,880,868 53,357,584 (32,730,583) (22,541,339)| (3,861,347) (894,817)
Transfers To Bond Proceed Projects . - (1,379,400) (1,294,294) (142,860) (2,816,554)
Beginning Cash Balance - Other cash 1,821,690 1,921,690
Beginning Cash Balance - Property Sales Depository Account 3,601,840 10,404,398 63,761,982 29,651,999 5,816,366 3,601,840
Ending Cash Balance $ 10,404,398 | $ 63,761,982 | $ 29,651,999 | $ 5,816,366 | $ 1,812,158 | § 1,812,159
Other Projects:
Landscaping Baker Parkway Slopes $ (97,329) § (146,000)] $ (125,200 $ $ $ (368,529)
Diamond Bar Creek (87,100) (1,141,172) (967,860) - (2,196,131)
Industry East Traffic Mitigation (23,581) (1,763,400) (1,021,744) (1,423,335) - (4,232,060)
Net (208,010) (3,050,572) (2,114,805) (1,423,335) - (6,796,721)
Transfers from land sales - - - -
Funds from rental income/notes receivable 208,010 3,050,572 2,114,805 1,423,335 - 6,796,721
Beginning Cash Balance - - - - -
Ending Cash Balance $ - |9 - |8 - s - s - |8
Projects To Be Funded By Bond Proceeds:
Lemon Ave interchange at Route 60 MP 3 - 10 $ (329,616)| $ (6,272,807)| $ (1,305,158) 8 - S - $ (7,907,581)
Route 57/60 Confiuence Project MP 99 - 31 #22 (725,631) (6,414,493) (6,424,515) (1,294,294) (142,860) (15,001,793)
Westbound Slip On-Ramp 57/60 MP 99-31 #22A - (7,071,132) (20,000) - - (7,091,132)
Net (1,055,247) (19,758,432) (7,749,673) (1,294,294)| (142,860) (30.000,506)
Transfers from land sales 1,379,400 1,294,294 142,860 2,816,554
Beginning Cash Balance 27,183,852 26,128,705 6,370,274 - - 27,183,952
Ending Cash Balance $ 26,128,705 | § 6,370,274 | $ - $ $ $ -

(1) Only includes properties that are in escrow or finalized agreement

(2) - Land Sales amount from the City of Industry only includes estimated sales price for 12 properties of the 24 properties to be purchased.
This amount does not include estimated sales price for the Tres Hermanos property.

Fiscal Impact

There is no fiscal impact as result of this action.
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SUCCESSOR AGENCY TO THE
S INDUSTRY URBAN - DEVELOPMENT AGENCY

STAFF REPORT

Date: July 22, 2016

To: Chairman and Members of the Oversight Board to the Successor
Agency to the Industry Urban-Development Agency

Prepared by: Dean Yamagata - Frazer, LLP

Via: Susan Paragas, Controller

Subject: June 30, 2015 Audited Financial Statements and Year-End Audit
Reports

RECOMMENDATION

Receive and file
Background:

The Successor Agency's independent auditors, The Pun Group, LLP, have completed their
annual audit of the Agency’s financial statements for the year ended June 30, 2015. The financial
statements received an unqualified (or clean) opinion. The auditors have issued the following
reports:

1) Annual Audited Financial Statements For The Year Ended June 30, 2015 including Report
on Internal Control Over Financial Reporting and on Compliance and Other Matters Based
on an Audit of the Financial Statements Performed in accordance with Governmental
Auditing Standards For The Year Ended June 30, 2015 — Exhibit A

2) Independent Auditor's Report on Internal Control Related Matters Identified in the Audit
For The Year Ended June 30, 2015 for the City of Industry which includes discussion of
the Successor Agency — Exhibit B

3) Auditor's Communications with the Board of Directors For The Year Ended June 30, 2015
— Exhibit C

4) Continuing Annual Disclosure Report — Exhibit D
Discussion & Analysis:
Annual Financial Statement — Exhibit A

The annual financial statement is a comprehensive document reflecting the financial position of
the Agency at June 30, 2015.

Administrative Offices « 15625 East Stafford Street = City of Industry, California 91744 « (626) 333-2211 « Fax: (626) 961-6795



Chairman and Members of the Oversight Board
July 22, 2016

Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards — Exhibit A pages 3 -4

There was one matter noted in the Agency's internal contral report which is discussed in Exhibit
B page 6.

Independent Auditor's Report on Internal Control Related Matters Identified in the Audit
For The Year Ended June 30, 2015 — Exhibit B

The Auditors’ report on internal controls and related matters have identified certain weaknesses
with the City's internal controls. ltem number 2015-003 (page 6) in this report relates to the
Agency's operation. City Staff has included these findings as part of the remediation process to
change and improve the City’s infernal controls and these items will be addressed during this
process.

The Auditer's Communications with the Board of Directors

Statement of Auditing Standards (SAS) No. 114 requires more and documented communications
between the auditors and the Board of Directors. This letter provides an opportunity for the
auditors to report on any difficulties or major concerns discovered during the audit and to further
define their role. They provide commentary on management's responsibilities for accounting
policies and estimates that no significant difficulties were encountered in performing the audit,
and no disagreements occurred with management.

Continuing Annual Disclosure Report

This Continuing Annual Disclosure Report is filed pursuant to the Continuing Disclosure
Certificates adopted by the City of Industry in connection with certain bonds issued by the City in
accordance with Securities and Exchange Commission Rule 15¢2-12.

Fiscal Impact

There is no fiscal impact as result of this action.

Page 2




Exhibit A

Annual Audited Financial Statements For The Year Ended June 30, 2015 including Report
on Internal Contro! Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of the Financial Statements Performed in accordance with
Governmental Auditing Standards For The Year Ended June 30, 2013
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THE
PUN GROUP

ACCOUNTANTS & ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
of the Successor Agency to Industry Urban-Development Agency
City of Industry, California

Report on Financial Statements

We have andited the accompanying Statement of Fiduciary Net Position of the Successor Agency to Industry Urban-
Development Agency (the “SA to JUDA”), a component unit of the City of Industry, California (the “City”) as of
June 30, 2015 and the related Statement of Changes in Fiduciary Net Position for the year then ended, and the related
notes to the financial statements, which collectively comprise the SA to [UDA’s basic financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Anditor’s Responsibility

Qur responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America, and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriaieness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions. ‘

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the SA to TUDA as of June 30, 2015, and the changes in financial position for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

200 East Sandpointe Avenue, Suite 600, Santa Ana, California 92707
‘el: 949-777-8800 « Toll Free: 855-276-4272 » Faox: 949-777-885()
WWW.pungroup.com



To the Board of Directors

of the Successor Agency to Industry Urban-Development Agency
City of Industry, California
Page 2

Other Matters
Reguired Supplementary Information

Management has omitted Management's Discussion and Analysis that accounting piinciples generally accepted in the
United States of America requires to be presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of the financial reporting for placing the basic financial
staternents in an appropriale operational, economic, or historical context. Our opinion on the basic financial
statements is not affected by this missing information.

Other Information

Our audit wag conducted for the purpose of forming opinions on the financial statements that collectively comprise
the SA to IUUDA’s basic financial statements. The Schedules of Long-Term Debt are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The Schedules of Long-Term Debt are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards geperally accepted in the United States of America, In
our opinion, the combining and individual nonmajor fund financial statements are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 19, 2016, on our
consideration of the SA to IUDA’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an apinion on internal control over financial reporting or on compliance. That report is
an integral part of an andit performed in accordance with Government Auditing Standards in considering the SA to
1UDA’s internal control over financial reporting and compliance.

Santa Ana, California
February 19, 2016




THE '
PUN GROUP

ACCOUNTANTS & ADVISORS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Independent Auditors® Report

To the Board of Directors
Successor Agency to Industry Urban-Development Agency
City of Industry, California

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Governmeni Auditing Standards issued by the Comptrolier
General of the United States, the Statement of Fiduciary Net Position of the Successor Agency to Industry Urban-
Development Agency (the “SA to IUDA™), a component unit of the City of Industry, California (the “City”) as of
June 30, 2015 and the Statement of Changes in Fiduciary Net Position for the year then ended, and the related notes to
the financial statements, which collectively comprise the SA to IUDA’s basic financial siatements, and have issued
our report thereon dated February 19, 2016.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the SA to TUDA’s internal contro)
over financial reporting (“internal control™} to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the SA to ITUDA’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the SA to [UDA’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. Given
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. We did identify certain deficiencies in internal control, described in the separately issued Report
on Internal Control Related Matters Identified in the Audil for the City of Indusiry that we consider to be significant
deficiencies as item 2015-003,

200 East Sandpointe Avenue, Suite 600, Santa Ana, California 92707
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To the Board of Directors

of the Successor Agency to Industry Urban-Dievelopment Agency
City of Industry, California
Page 2

Compliance apd Other Matters

As part of obtaining reasonable assurance aboui whether the SA to IUDA's financial statements are free from
material misstatemen, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
end grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly. we do nol express such an opinion, The results of our tests disclosed instances
of noncompliance or other matters that are required to be reported under Government Auditing Standards and which
are described in the separately issued Report on Jmernal Comrol Related Matters Identified in the Audir for the City

of ndustry as item 2015-003,
SA te IUDA’s Response to Findings

The SA 10 TUDA’s response to the findings identified in our audit is described in the separately issued Repori on
Internal Comirol Related Marters Jdentified in the Audit for the City of Industry, The SA to ITUDA's response was not
subjected 10 the auditing procedures applied in the audit of the financial statements and, accordingly, we express no

opinion on it.
Purpose of this Report

The purpose of this report is solely tv describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity's intemal control or on
compliance. This report is an integral part of an audii perfortived in accordance with Goverrment Auditing Standards
in considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any

other purpose,

Santa Ana, California
February 19, 2016
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SUCCESSOR AGENCY
TO THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
STATEMENT OF FIDUCIARY NET POSITION
JUNE 30, 2015

Private-purpose

The accompanying notes are an integral part of this statement
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Trust Fund
ASSETS
Cash 3,607,619
Cash - Resfricted 10,767,465
Investments 31,247,881
Investiments - Restricted 16,332,486
Investments with fiscal agent - restricted 83,743,904
Notes receivable 16,823,701
Other receivables 811,172
Property held for sale or disposition 452,317,125
Total assets 615,451,353
DEFERRED OUTFLOWS OF RESOURCES
Deferred charge on refunding 836,228
Total deferred outflows of resources 836,228
LIABILITIES
Accounts payable 6,441,009
Interest payable 9,097,002
Due fo City of Industry 47,095,380
Bonds payable, net 467,315,608
Totat liabilities 529,945,009
FIDUCIARY NET POSITION 86,338,572




SUCCESSOR AGENCY
TO THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPOMNENT UNIT OF CITY OF INDUSTRY)
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEAR ENDED JUNE 30, 2015

Private-purpose

Trust Fund
ADDITIONS
Redevelopment agency property tax trust fund $ 60,800,703
Less: Administrative expenses (1,054,833)
Pass through payments (5,326,947)
Net 54,418,923
Revenues from the use of money and property
interest income 989,023
Rental and other income 13,845 650
Gain on sale of property 3,475,483
Total revenues from the use of money and property 18,310,161
Other sources-write off of escheated liabilities 733,489
Other sources-debt service paid by tax override 81,885,018
Total revenues from other scurces 82,618,507
Total additions 155,347,591
DEDUCTIONS
Bond interast expense 75,580,926
Administrative expenses 3,581,430
Write down of property __ 960,000
Total deductions 80,122,356
Changes in net assets 75,225,235
FIDUCIARY NET POSITION, beginning of year 11,113,337
Fiduciary Net position - ending $ 86,338,572

The accompanying notes are an infegral part of this statement
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMVENTS
FOR THE YEAR ENDED JUNE 30, 2015

Summary of significant accounting policies

Description of the reporting entity

The Industry-Urban-Development Agency (referred to as the “JUDA”) was a component unit and
an integral part of the City of Industry (referred to as the “City”), On December 29, 2011, the
California Supreme Court upheld Assembly Bill X1 26 (referred to as the “Bill") that provides for
the dissolution of all redevelopment agencies in the State of California. This action impacted the
reporting entity of the City that previously had reported a redevelopment agency blended
component unit.

The Bill provides that upon dissolution of a redevelopment agency, either the City or another
unit of local government will agree to serve as the “successor agency” to hold the assets untit
they are distributed to the other units of state and local government. The City has elected to
become the Successor Agency fo the Industry Urban-Development Agency (referred to as the
"SA to IUDA"). The City and the Successor Agency have separate Board of Directors. However,
individuals serving on the City Council also serve on the Successor Agency Board. The
Successor Agency is a component unit of the City that is fiduciary in nature and is reported in

“the statements of fiduciary net position and changes in fiduciary net position within the City's
fiduciary funds.

After enactment of the ilaw, which occurred on June 28, 2011, redevelopment agencies in the
State of California cannot enter Into new projects, obligations, or commitments. Subject fo the
control of a newly established oversight board, remaining assefs can only be used to pay
enforceable obligations in existence at the date of dissolution (including the completion of any
unfinished projects that were subject to legally enforceable contractual commitments).

Successor agencies are allocated revenue only in the amount that is necessary to pay the
estimated annual instaliment payments on enforceable obligations of the former redevelopment
agency untll all enforceable obligations of the prior redevelopment agency have been paid in full
and all assets have been liquidated.

Under the provisions of AB 1484, SA to IUDA is required to have a Due Diligence Review
{DDR) of the unobligated balances in the Low and Moderate Housing Fund and in November
2012 the DDR report was approved with no additional funds required to be remitted to the
Auditor-Controller. In April 2013, Department of Finance compleied its review of the Due
Dililgence Review of the Other Funds and Accounts and the SA to IUDA remitted $17,185,869 to
the Auditor-Controller based upon this review,




SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY
{A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Summary of significant accounting policies (continued)

Description of the reporting entity {continued}

in May 2013, the SA to IUDA was granied its Finding of Compietion notice from the Department
of Finance. The SA to {UDA may now do the following:

1) Place loan agreements between the former redevelopment agency on the ROPS as
an enforceable obligation provided the Oversight Board makes a finding that the loan
was for legitimate redeveloprment purposes.

2) Utillize bond proceeds issued prior to January 1, 2011 in a manner consistent with
the originat bond covenants.

3) In addition the SA to IUDA Is required to submit a Long-Range Property
Management Plan to the DOF for its review and approval. The Long-Range Property
Management Plan was approved by the DOF in February 2014.

Basis of presentation

The component unit financial statements of SA to IUDA have been prepared in conformity with
accounting principles generally accepted in the United States of America (U.S. GAAP) as
applicable to government units. The Governmental Accounting Standards Board {GASB) is the
accepted standard setting body for establishing governmental accounting and financial reporting
principles. Fiduciary fund financial statements are presented using the full-accrual basis of
accounting.

Cash and investments

Investments in inactive public deposits, securities and short-ferm obligations are stated at cost
or amortized cost, which approximates fair value.

Cash deposits are reported at their carrying amount, which reasonably estimates fair value.
Short-term investments are reported at cost, which approximates fair value. Investments that
exceed more than one year in maturity and that are traded on a national exchange are valued at
their quoted market price.

Redevelopment property tax revenues

Pursuant to the Redevelopment Dissolution Law, funds that would have been distributed to the
former Agency as tax increment, hereafter referred to as redevelopment property tax revenues,
are deposited into the SA to [UDA's Redevelopment Property Tax Trust Fund (“Trust Fund®)
administered by the Los Angeles County's Auditor-Controller for the benefit of holders of the
former IUDA’s enforceable obligations and the {axing enfities that receive pass-through
payments. Any remaining funds in the Trust Fund, plus any unencumbered redevelopment cash
and funds from asset sales are distributed by the County to the local agencies in the project
area unless needed to pay enforceable obligations.

-8-




SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Summary of significant accounting policies {continued)
Redevelopment property tax revenues (continued
Distributions are to be made twice each year on the following cycles:

Covers Retognized Obligation Payment

Distribution Dates Schedules to be Paid
January 2 January 1 through June 30
June 1 July 1 through December 31

The amounts distributed for Recognized Obligation Payment Schedules {ROPS) are forward
looking to the next six month period.

Tax Override Monies

On September 26, 2013 pursuant to resolution no. CC 2013-25, the City has established a
segregated fund in the treasury designated the Agency Override Fund and shall deposit all
Agency Override Portion received by the City into the Agency Override Fund. Upon notification
by the SA to IUDA of the debt service shortfall, the City shall apply the necessary amount (but
only to the extent availabie) from the Agency Override Fund to pay the bond trustee or, to the
extent that there is no trustee for any bond issue, the bondholders directly, to cover the debt
service shortfall. So long as the IUDA bonds remain outstanding, the City shall make
withdrawals from the Agency Override Fund solely for the purpose of covering debt service
shortfalls. See note 4 for further discussion.

Subsequent to June 30, 2015, the SA to IUDA has refinanced all of its bonds as further
described in note 12 which requires the City to deposit with the bond trustee the funds received
for the Agency Override Fund on a monthly basis.

Property held for sale or disposition

Property held for sale or disposition is reported in the financial statements at the lower of cost or
net realizable value. The SA to IUDA does not record depreciation expense on its capital assets
as these assets are being held for sale or disposition.

Bond issuance costs and premiums/discounis

Bond premiums and discounts in the statement of fiduciary net position are deferred and
amortized over the life of the bonds using the straight-line method. Bonds payable are reported
net of the applicable bond premium or discount. Bond issuance costs are recognized as an
outflow of resources in the period incurred on the statement of changes in fiduciary net position.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.




SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Summary of significant accounting policies (continued)

Use of estimates

The preparation of basic financial statements in conformity with U.8. GAAP requires
management to make certain estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results may differ from those estimates.

Cash and investments

Cash and investments as of June 30, 2015, consisted of the following:

Amount

Cash $ 3,607,619
Cash - Restricted 10,767,465
investments ’ 31,247,881
Investments - Restricted 16,332,486
Investments with fiscal agent - restricted 83,743,904

Total cash and investments $ 145,699,355
Cash $ 14,375,084
Investments 131,324,271

Total cash and investmenis $ 145,609,355

The amounts held as “Cash-Restricted” of $10,767,465 and “Investments-Restricted” of
$16,332 486 represents amounts specifically restricted to pay for project costs or loan payments
to the City of Industry.

The $83,743,904 of investments with fiscal agent are held by the bond frustee to be used for
future debt service payments.

Cash
SA to IUDA may waive collateral requirements for deposits, which are fully insured up to

$250,000 by the Federal Deposii insurance Gorporation (FDIC). As of June 30, 2015, SA to
IUDA’s deposits exceeded federally insured limits by $13,773,810.

- 10 -




SUCCESSOR AGENGY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Cash and investments {continued}

Investments authorized by SA to {UDA's investment policy

Under provision of SA to IUDA’s Investment Policy, and in accordance with Section 53601 and
Section 53635 of the California Government Code, and the Section 33603 of the Health and
Safety Code, SA to IUDA may invest in the following types of investments:

Securities of the U.S. Government, or its agencies )

Bonds, notes, warrants, or other evidence of indebtedness of the City of Industry

Inactive Public Deposits; Non — negotiable and Jor non —transferable certificate of deposit.
Bankers Acceptances

Commercial Paper

Local Agency Investment Fund (State Pool) Deposits (“LAIF")

Passbook Savings Account Demand Deposits

Repurchase Agreements

t.os Angeles County Investment Pool

The SA to IUDA’s investment policy does not contain any specific provisions intended to limit
SA to IUDA's exposure to interest rate risk, credit risk, and concentration risk other than those
specified in the California Government Code.

Investments authorized by debt agreements

Investments of debt proceeds held by the bond trustee are governed by provisions of the debt
agreements.

The debt agreement held by SA to IUDA and its bond trustees have investment policies that are
the same as SA to IUDA’s general investment palicy, as listed above.

SA to IUDA has monies held by trustees or fiscal agents pledged for the payment or security of
tax allocation bonds. The California Government Code provides that these monies, in the
absence of specific statutory provisions governing the issuance of bonds, may be invested in
accordance with the ordinances, resolutions or indentures specifying the types of investments
its trustees or fiscal agents may make. These ordinances, resolutions and indentures are
generally less restrictive than SA to IUDA’s general investment policy. In no instance have
additional types of investments, not permitted by SA to [UDA's general investment policy, been
authorized.

Custodial credit risk

Custodial credit risk is the risk that, in the event of a failure by the counterparty, SA to [UDA will
not be able recover the value of its investments or collateral security that are in the possession
of an outside party. Under section 53652 of the California Government Code, it is required that
the depository secure active or inactive deposits with eligible securities having a fair market
value of at least 10% in excess of the total amount of all deposits. As of June 30, 2015, the
financial institutions that hold collateral for SA to IUDA had satisfied this requirement.
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Cash and investments (continued)
Interest rate risk

Interest rate risk is the risk of changes in market interest rates that will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment the greater the
sensitivity of its fair value to changes in the market interest rates. One of the ways that SA to
IUDA manages its exposure to interest rate risk is by purchasing a combination of shorter term
and longer term investments and by timing cash flows from maturities so that a portion of the
portfolio is maturing or coming close to maturity evenly over time as necessary fo provide the
" cash flow and liguidity needed for operations. SA to IUDA monitors the interest rate risk
inherent in its portfolio by measuring the weighted average maturity of its portfolio.

Weighted Average
Maturity
Investment Type Amount (in months)
Commercial paper $ 3,608,426 1.60
lLAIF 27,639,455 9.69
Investments - Restricted
Treasury Obligations 16,332,486
Held by bond trustee:
Treasury obligations 33,993,390 N/A
Government obligations 49,750,514 N/A
Total investments $ 131,324,271
Credit risk

Credit risk is generally the risk that an issuer of an investment will not fulfill its obligation to the
holder of the Ihvestment. This is measured by the assignment of a rating by a nationally
recognized statisiical organization. Presented below is the minimum rating required by Section
53601 and Section 53635 of the California Government Code, Section 33603 of the Health and
Safety Code, SA to IUDA’s investment policy, or debt agreements, and the actual rating as of
year-end for each investment type.

Minimum Rating as of June 30, 2018
Legal  Aclual ' Not

Investment Type Amount Rating Rating Rated Rated
Commercial paper k] 3,608,426 AaalP-1 P18 3,608,426 &
LAIF 27,639,455 N/A 27,639,455
Investments - Restricted

Treaswry Obligations - Restricted Use 16,332,486 Aza/P-1 Aga 16,332,486
Held by bond frustee;

Treasury Obfigations: 33,993,390 AzalP-1 Aag 33,983,380

Government Obligations 49,750,514 AaalP-1 Aaa 49,750,514
Total investments $ 131,324,271 $ 103,684,816 § 27639455
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Cash and investments (continued)

State of California Local Agency Investment Fund

SA to IUDA is a voluntary participant in the Local Agency Investment Fund (LAIF) that is
regulated by the California Government Code Section 16429 under the oversight of the
Treasurer of the State of California. The fair value of the SA to [UDA’s investment in the
investment pool is approximately the same as the value of the pool shares. Included in LAIF's
investment portiolio are collateralized mortgage obligations, mortgage-backed securities, other
asset-backed securities, loans to certain state funds, and floating rate securities issued by
federal agencies, government sponsored enterprises, and corporations.

At June 30, 2015, the carrying amount of the investments in LAIF amounted to $27,639,455 and
its fair value amounted to $27,649,847.

Property held for sale or disposition

All property is held for sale or disposition and is carried at the lower of cost or net realizable
value. The SA to IUDA is no longer recording depreciation expense on ifs capital assets.

As of June 30, 2015, the carrying amount of SA to IUDA’s property held for sale or disposition
amounted to $452 317,125 and consists of the following:

PROPERTY HELD FOR SALE BALANCE BALANCE
CR DISPOSITION July 1, 2014 ADDITIONS RETIREMENTS June 30, 2015
Capitai Assets Not

Being Depraciated:

Land $ 184,366,620 § % (10,222,818} $ 174,143,801
Construction in progress 55,780,500 44,639,200 100,419,700
Infrastructure 187,616,550 187 616,560
Bulldings and improvements 16,149,551 (927,605) 15,221,946
Furniture and fixtures 676,222 676,222
Vehicles 33,312 33,312
Totals 444 622 755 44,638,200 (11,150,424) 478,111,531
Less: Accumulated depreciation 26,106,673 {312,267) 25,794,406
Capital assets, net $ 418516082 $ 44,639,200 % (10,838,157) $ 452,317,125

The SA to IUDA sold five parcels of land for $12,061,646 and recognized a gain of $3,475,488.
In addition the SA to IUDA has written down certain of its capital assets to their net realizable
value and has recognized a loss of $960,000. On August 27, 2014, pursuant to resclution no.
OB 2014-21, certain parcels of property listed on the Long-Range Property Management Plan
were transferred to the Caltrans at no cost.
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NOTES TO THE FINANCIAL STATEMENTS
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Bonds Payable

2003 Tax Allpcation Bonds {Taxable)

On December 29, 2003, IUDA issued several bond issues to advance refund the 1885
Subordinate Tax Allocation Refunding Bonds for all three project areas, the taxable bonds that
were issued were Project No. 1 $78,720,000 2003 Tax Allocation Bonds Series A, Project No. 2
$39,730,000 2003 Tax Allocation Bonds, and Project No. 3 $44,585,000 2003 Tax Allocation
Bonds.

As part of the aforementioned bond issuances the IUDA and City entered into a loan agreement
in order to enhance the security of the IUDA bonds and thereby reduce the overall borrowing
costs. The City agreed to loan [UDA $14,019,840 to secure the aforementioned |UDA bonds
and to provide an additional source of funding for the bonds. |UDA agreed to repay all
advances with interest at 8% per annum. In accordance with the loan agreement, the City
deposited with U.S. Bank (the “Trustee”) $14,018,840, hereinafier referred to as the “Loan
Fund”. The monies are held in trust for the benefit of the City and the bond owners.

IUDA has assigned all of its rights to these proceeds to the Trustee as security for the bonds
and their owners. The City has advanced all the monies in the Loan Fund to {UDA. These
monies are deposited with U.S. Bank as trustee and have been recorded on the accompanying
financial statements as "Investments with fiscal agent — restricted” in the amount of $14,421,307
and a liability due to the City. Upon the payment or discharge of all the outstanding bonds all
amounts then held in the Loan fund will be transferred to the City.

2003 Subordinate Lien Tax Allocation Refunding Bonds

On December 30, 2003, IUDA and the City entered Into the “Bond Exchange Agreement”.
{UDA incurred debt to the City in the amount of approximately $213,200,000 including accrued
interest of $17,654,981 from loans from the City's Redevelopment Revolving Fund. On
Dacember 30, 2003, the {UDA issued and exchanged the following bonds for cancellation of the
indebtedness to the City: Project No. 1 $83,785,692 2003 Subordinate Lien Tax Allocation
Refunding Bonds, Project No. 2 $118,719,962 2003 Subordinate Lien Tax Allocation Refunding
Bonds, and Project No, 3 $9,726,528 2003 Subordinate Lien Tax Allocation Refunding Bonds.

On November 25, 2014 the Successor Agency to the Industry Urban-Deveiopment Agency
redeemed $15,516,634 in principal of the industry Urban-Development Agency Transportation-
Distribution-Industrial Redevelopment Project No. 2 2003 Subordinate Lien Tax Allocation
Refunding Bonds for a total amount of $51,592,265. Included in this amount was $29,445,681
of compounded interest redeemed and $6,629,940 in redemption premium. The $51,502,265
was paid using funds from the City's Agency Tax Override Fund.
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Bonds Payable {continued)

2005 Subordinate Lien Tax Allocation Refunding Bonds

On April 20, 2005, the City and {UDA entered into the “2005 Revolving Fund Loan Agreement”.
The City issued its 2005 Taxable Sales Tax Revenue Bonds in the aggregate principal amount
of $113,420,000 and deposited the net proceeds of approximately $102,200,000 from this issue
into the Redevelopment Revolving Fund which constitutes a loan to IUDA. in April 2005, JUDA
issued and exchanged the following bonds for cancellation of the indebtedness to the City.
Project No. 1 $71,868,838 2005 Subordinate Lien Tax Allocation Refunding Bonds, Project No.
2 $17,788,304 2005 Subordinate Lien Tax Allocation Refunding Bonds and Project No. 3
$12,574,490 2005 Subordinate Lien Tax Allocation Refunding Bonds.

In March 2009, [UDA redeemed the $12,574,490 2005 Subordinate Lien Tax Aliocation
Refunding Bond of Project No. 3.

2008 Subordinate Lien Tax Allocation Refunding Bonds

On Aprit 1, 2008, IUDA and City entered into the "2008 Revolving Fund Loan Agreement’. The
City issued its 2008 Taxable Sales Tax Revenue Bonds in the aggregate principal amount of
$77,540,000 and deposited the net proceeds of approximately $69,900,000 from this issue into
the Redevelopment Revolving Fund which constitutes a loan to IUDA. In April 2008, [UDA
issued and exchanged the following bonds for cancellation of the indebtedness to the City:
$33,673,437 2008 Project No.1 Subordinate Lien Tax Allocation Refunding Bonds with average

interast rate of 8.25%: $31,083,172 2008 Project Mo, 2 Subordinate Lien Tax Allocation
Refunding Bonds with average interest rate of 5.75%; $5,120,288 2008 Project No. 3
Subordinate Lien Tax Allocation Refunding Bonds with average interest of 10%.

2010 Subordinate Lien Tax Allocation Refunding Bonds

[UDA and the City, on April 20, 2010, entered into the “2010 Revoiving Fund Loan Agreement.”
The City issued its 2010 Sales Tax Revenue Bonds in the aggregate principal amount of
$45,380,000 and deposited the net proceeds of approximately $40,000,000 from this issue into
the Redevelopment Revolving Fund, which constitutes the 2010 Redevelopment Revolving
Fund Loan, a loan to IUDA,

In April 2010, IUDA issued the 2010 Subordinate Lien Tax Allocation Refunding Bonds to the
City in the amount of $40,000,000 and the City had then agreed to accept the bonds for
cancellation of the 2010 Redevelopment Revolving Fund loan.

Civic-Recreational-Industrial Redevelopment Proiect No. 1

On April 18, 2002, IUDA issued $197,000,000 of Industry Urban-Development Agency Civic-
Recreational-Industrial Redevelopment Project No. 1 2002 Tax Allocation Bonds, Series B.
{UDA used the proceeds to purchase U.S. government securities to advance refunding of the
1892 and 1997 Series Bonds. The bonds are payable from and secured by a pledge and a first
lien on the tax increment revenues from Project Area No. 1.
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Bonds Payable (continued)

Civic-Recreational-Industrial Redevelapment Project No. 1 {continued)

in February 2007, IUDA redeemed the 2002 IUDA Tax Allecation Bonds and scld the bonds to
the City of Industry Public Faciliies Authority (referred to as "PFA"). The payments made by
IUDA for the 2002 IUDA TA Bonds would be used to secure the payments of PFA’s
$169,695,000 Tax Allocation Revenue Bond (2007 PFA TAR Bonds™).

Principal and interest payments are made by SA to IUDA to PFA for the payment of the 2002
IUDA TA Bonds. PFA then uses those moenies to make principal and interest payments on the
2007 PFA TA Bonds. Any surplus funds received by PFA are returned to SA fo IUDA.

in December 2003, 1UDA issued $78,720,000 of Industry Urban-Development Agency Civic-
Recreational-Industrial Redevelopment Project No. 1 2003 Tax Allocation Bonds Series A, to
refund previously issued $19,275,826 Industry Urban-Development Agency Civic-Recreational-
Industrial Redevelopment Project No. 1 1885 Subordinate Tax Allocation Refunding Bonds and
partially repay a portion of the outstanding reveolving fund debt to the City.

On December 30, 2003, |UDA issued $68,090,000 of Industry Urban-Development Agency
Civic-Recreational-Industrial Redevelopment Project No. 1 2003 Tax Allocation Bonds, Series
B, with an average interest rate of 3.785%. The bonds were issued to finance the completion,
extension and construction of projects contained in the Redevelopment Plan. A portion of the
Bond proceeds were used to fund a reserve for the Bonds and to pay costs associated with the
Bond issuance.

In November 2009, IUDA partially redeemed the $68,080,000 2003 Tax Allocation Bonds,
Series B. The partial redemption amounted to $27,170,000 and the remaining principal balance
amounted to $26,470,000,

On February 1, 2007, IUDA issued $16,038,857 of Industry Urban-Development Agency Civic-
Recreational-Industrial Redevelopment Project No. 1 2007 Subordinate Lien Taxable Tax
Aliocation Refunding Bonds with an average interest rate of 8.00%. The bonds were sold to the
City in exchange for the cancellation of the 2006 Revolving Fund Loan with principal ana
interest amounts of $15,000,000 and $1,038,958, respectively.

Transportation-Distribution-industrial Redevelopment Project No, 2

On August 15, 2002, IUDA issued $17,270,000 of Industry-Urban-Development Agency
Transportation-Distribution-Industrial Redevelopment Project No. 2. 2002 Tax Allocation
Refunding Bonds to advance refund $18,010,000 of outstanding 1992 Tax Allocation Refunding
Bonds.
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Bonds Payable {continued)

Transportation-Distribution-Industria) Redevelopment Project No. 2 (continued)

In December 2003, IUDA issued $30,730,000 of Industry Urban-Development Agency
Transportation-Distribution-Industrial Redevelopment Project No. 2 2003 Tax Allocation Bonds
to refund a portion of the previously issued $65,103,890 Industry Urban-Development Agency
Transporation-Distribution-industrial Redevelopment Project No. 2 1895 Subordinale Tax
Allocation Refunding Bonds and to repay a portion of the revolving fund debt.

Transportation-Distribution-Industrial Redevelopment Project No. 3

On August 15, 2002, IUDA issued $17,455,000 of Industry-Urban-Development Agency
Transportation-Distribution-Industrial Redevelopment Project No. 3. 2002 Tax Allocation
Refunding Bonds to effect an advance refunding of the previously issued $18,780,000 1992 Tax
Allocation Refunding Bonds.

in December 2003, IUDA issued $44,585,000 of Industry Urban-Development Agency
Transportation-Distribution-Industrial Redevelopment Project No. 3 2003 Tax Allocation Bonds
to refund previously issued $33,498,474 Industry Urban-Development Agency Transportation-
Distribution-industrial Redevelopment Project No. 3 1995 Subardinate Tax Allocation Refunding
Bonds and to repay a portion of the revolving fund debt.

All bonds listed above have been refunded on July 1, 2015. Refer to Note 12 Subsequent
Event for more details.

Revenue pledged

All of the bonds described in this note are secured by a pledge of all future tax increment
revenues until the bonds are fully paid off which is scheduled to be during the year ending 2027.
Princlpal and interest payments outstanding at June 30, 2015 amounted to $864,380,907. With
the dissolution of the redevelopment agency, tax increment is no longer received and instead
the SA receives payments from the RPTTF fund. Annual principal and interest payments on the
bonds are expected to require 100% of the RPTTF funds. For the year ended June 30, 2015,
total tax increment revenues calculated by the Los Angeles Auditor-Controller amounted o
$60,800,703, which the SA received $54,418,923 after deductions.

Prior to the dissolution of the Industry Urban-Development Agency, the IUDA undertock a
program to redevelop each Project Area pursuant to the Community Redevelopment Law. The
[UDA issued bonds discussed in the note and secured the bonds by a pledge of tax increment
revenues allocated and paid to the [UDA pursuant to HSC Section 33670(b). In 1878, the City’s
voters authorized the City to levy an ad valorem tax (the “Property Tax Override”) and the City
continues to levy the Property Tax Override on taxable properties in the City, including
properties within three Project Areas.
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Bonds Payable (continued)

Revenue pledged (continued)

Since the Properly Tax Override was authorized in 1978, the tax increment revenues allocated
and paid to the IUDA before its dissolution in 2012 included a portion of the Property Tax
Override, Putsuant to the IUDA bond indentures, the tax increment reveniues pledged to the
{UDA bonds included the Property Tax Override. Pursuant to the mandate set forth in HSC
Section 34175, the pledge of property tax revenues for the {UDA bonds must not be affected
and pledged revenues must continue to include the Agency Override Portion. However the Los
Angeles Auditor-Controller in administering the allocation of property taxes pursuant to AB X1
286, is disbursing the Agency Override Portlion to the City of Industry, instead of depositing the
Agency Override Portion into the Successor Agency’s RPTTF fund.

iIn recognition of the above the SA to IUDA has adopted resolution no. SA 2013-10 on
September 25, 2013 authorizing the Executive Director to do as follows, if during each six
month ROPS period the moneys received by the SA to IUDA from the Los Angeles Auditor-
Controller's RPTTF disbursement is insufficient to pay the principal and interest payments with
respect to the [UDA bonds coming due during the ROPS period, the Executive Director shall
notify the City of the shortfall.

On September 26, 2013, pursuant to resclution no. CC 2013-25, the City has established a
segregated fund in the treasury designated the Agency Override Fund and shall deposit all
Agency Override Portion received by the City into the Agency Override Fund. Upon notification
by the SA fo IUDA of the debt service shortfall, the City shall apply the necessary amount (but
only to the extent available) from the Agency Owverride Fund to pay the bond trustee or, {o the
extent that there is no trustee for any bond issue, the bondholders directly, to cover the debt
service shortfall. So long as the IUDA bonds remain outstanding, the City shall make
withdrawals from the Agency Override Fund solely for the purpose of covering debt service
shorifalls.

Subsequent to June 30, 2015, the SA to IUDA has refinanced all of ifs bonds as further
described in note 12 which requires the City fo deposit with the bond trustee the funds received
far the Agency Override Fund on a moenthly basis.

The SA received RPTTF Funds for the year ending June 30, as follows:

2015 2014
RPTTF Funds % 60,800,703 § 59,878,794
Less: Administrative expenses (1,054,833) (1,075,629
Pass through payments (5,326,947) {3,779,408)
Net $ 54,418,923 § 55,023,757
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4, Bonds Payable {continued}

For the year ending June 30, 2015 principal and interest on the bonds amounted to
$135,787,310 which resulied in a debt service shorifall of $81,877 818, The debt service
shortfall was paid directly to the bank trustee or bond holder by the City of industry from the
Agency Override Fund. This amount is shown as “Additions” on the statement of changes in
fiduciary net position,

As of June 30, 20185, details of bonds payable are as follows:
BALANCE BALANGE AMOLNTS
INTEREST SJULY 01, ADDITIONS JUNE 30, DUE WITHIN
DESCRIPTION / TERMS RATE 2014 {RETIRED) 2015 ONE YEAR
Industry Urban-Development
Agency Praject No, 1:
$197,000,000 2002 Tax Allocation
Refunding Bonds Series B, due in annual
principal installments of $11,775,000 5.00% to
to 514,915,000 through May 1, 2021 5.50% % 00,620,000 § {11,260,000) § 79,660,000 3 11,775,000

$78,720,000 2003 Tax Allosation Bonds,
Sarles A [Taxable), due in annual
principal installments of $4,980,000
to §6,660,000 through May 1, 2021 6.00% 38,450,000 (4,725,000} 34,725,000 4,980,000

$68,090,000 2003 Tax Allocation Bonds,
Series B, due in annual
principal instalimenis of $2,290,000 4.00% 1o
to $3,180,000 through May 1, 2021 5.00% 18,385,000 (2,110,000} 16,275,000 2,290,000

$83,785,692 2003 Subordinate Lien Tax
Alfocation Refunding Bonds, due In annual
principai installments of $5,915,000
59,525,000 through Decernber 4, 2020 10.00% £1,005,000 (5,376,000} 45,630,000 5,815,000

$71,868,838 2005 Subardinate Lien Tax
Allocafion Refunding Bonds, due In annual
principal installments of $3,110,000 {0 6,30% to
§5,900,000 through December 1, 2025 6.80% 50,820,000 {2,820,000) 47,900,600 3,110,000

516,038,957 2007 Subordinate Lien Tax
Allocation Refunding Bonds, due in anaual
principal instaiiments of $1,336,000 to
$2,115,000 through December 1, 2021 8.00% 13,135,000 (1,235,000} 11,800,000 4,335,000

$33,673,437 2008 Subordinale Lien Tax
Allocation Refunding Bonds, due in annual
principal Inslaiiments of $1,858,000 to .
$3,695,000 through December 1, 2024 8.25% 26,537,000 {1,810,000) 24,727,000 1,859,000
Totals - Project Na. 1 $ 280,252,000 § (29,435,000} $ 260,817,000 % 31,364,000
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Bonds Payable {continued)

INTEREST
RESCRIPTION / TERMS RATE

BALANCE
JULY 01,
2014

ADDITIONS
(RETIRED)

BALANCE
JUNE 30,
2015

AMOUNTS
DUE WITHIN
ONE YEAR

Industry Urban-Development

Agency Project No. 2:

$17,270,000 2002 Tax Allocation
Refunding Bonds, due in annual
principal installments of $830,000 4.38% to
fo $1,190,000 through May 1, 2024 4.75%

§$39,730,000 2003 Tax Allocation
Bonds (Taxable), due in anrual
principal instaliments of $1,965,000 5.50% to
to $3,125,00C through May 1, 2024 6.10%

$112,719,962 2003 Suboerdinate Lien Tax
Allocation Refunding Bonds, due in annual
principal instaliments of $4,736,269 to
$8,622,914 thraugh December 1, 2024 10.00%

$17,788,304 2005 Subordinate Lien Tax
Allocation Refunding Bonds, due in annual
principal installments of $770,000 to 6.30% to
$1,460,000 through December 1, 2025 8.80%

$31,083,172 2008 Subardinate Lien Tax
Allocation Refunding Bends, dus in annual
principal instatiments of $850,000 1o
$6,080,000 through December 1, 2026 5.75%

$40,000,000 2010 Subordinate Tax Allocation
Refunding Bonds, dve in annual
principal instaliments of $1,669,000 to
$4,335,000 through December 1, 2026 5.16%
Totals - Project No, 2

b

9,775,000 %

24,370,000

79,794,915

12,580,000

27,675,000

35,195,000

(795,000) §

(1,865,000)

{21,069,281)

(720,000)

{B05,000)

(1,515,000

8,980,000 § 830,000

22,505,000

58,725,634

11,860,000

26,870,000

33,680,000

1,966,000

4,736,269

770,000

850,000

1,860,000

189,389,915 3

{26,769,281) $

162,620,634

§ 10,811,269
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Bonds Payable {continued)

BALANCE BALANCE ANMOUNTS
INTEREST JULY 01, ADDITIONS JUNE 30, DUE WITHIN
DESCRIPTION / TERMS RATE 2014 (RETIRED} 2018 ONE YEAR

Industcy Urban-Development
Agoncy Projact No. 3:
$17,456,000 2002 Tax Allocation
Refunding Bonds, due in annus! principal
installments of $835,000 to $1,200,000 4.38% fo
through May 1, 2024 5.00% $ 9,860,000 § {805,000y $ 9,065,000 & 835,000

$44,585,000 2003 Tax Allocation Bonds
(Taxsble), due in annual principal
instaltments of $2,205,000 to $3,510,000 5.50% lo
through May 1, 2024 6.10% 27,335,000 {2,090,000) 25,245,000 2,205,000

$9,726,62% 2003 Subordinate Lien Tax
Allocation Refunding Bonds, due In apnual
principal inslaliments of $875,000 to
51,165,000 through December 1, 2018 10.00% 4,865,600 {&00,000) 4,065,000 875,000

$5,120,288 2008 Subordinate Lien Tax
Allpcation Refunding Bonds, due in annuat
principal insialiments of $77,886 to
$1,267,644 heginning in December 1,
2017 through December 1, 2026 10:00% 5,120,283 5,120,289

Totals - Project No. 3 47,180,289 (3595,000) 43,486,289 2,915,000

Combined totals $ 526822204 & {59,899,281) $ 466922523 § 46,080,260
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Bonds Payable (continued)

The annual requirements to amortize the bonds outstanding as of June 30, 2015 are as follows:

YEAR ENDED JUNE 30, 2015

PROJECT AREA NO. 1 INTEREST PRINCIPAL TOTALS
2016 $ 17,306,079 31,364,000 48,670,079
2017 15,163,970 33,461,000 48,624,970
2018 12,824,376 35,636,000 48,560,376
2019 10,518,741 37,986,000 48,502,741
2020 7,843,264 40,608,000 48,449,264
2021-2025 10,805,706 75,864,000 86,669,706
2026-2027 200,600 5,900,000 6,100,600
Total $ 74,760,736 260,817,000 335,677,736
PROJECT AREA NO. 2 INTEREST PRINCIPAL TOTAL
2016 $ 17,480,140 10,811,269 28,291,409
2017 18,670,607 11,578,560 31,149,067
2018 22,133,258 12,409,438 34,542 696
219 25,272,522 13,311,249 38,583,771
2020 29,108,605 14,267,284 43,375,890
2021-2025 175,828,767 78,702,824 254,531,591
2026-2027 1,512 739 21,540,000 23,052,739
Total $ 290,906,538 162,620,834 453,627 172
PROJECT AREA NO. 3 INTEREST PRINCIPAL TOTAL
2016 $ 2,305,364 3,815,000 6,220,364
2017 2,055,558 4,185,000 6,220,558
2018 2,096,516 4,644,702 6,741,308
2019 1,853,923 4,936,985 6,790,908
2020 2,154,258 4,207,870 6,362,128
2021-2025 9,425,973 19,184,761 28,610,734
2026-2027 11,808,119 2,430,881 14,330,000
Total $ 31,790,711 43,485,289 75,276,000
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Bonds Payable {continued)

The annual requirements to amortize the combined bonds outstanding as of June 30, 2015 are
as follows:

TOTALS INTEREST PRINCIPAL TOTAL
2016 $ 37,091,583 % 465,090,269 % 83,181,852
2017 36,790,035 48,204,560 85,094,605
2018 37,154,150 52,680,230 89,844,380
2019 37,643,186 66,234,234 03,877,420
2020 39,106,127 59,081,164 98,187,281

2021-2025 196,060,446 173,751,585 369,812,031
2026-2027 13,612,458 29,870,882 43,483,339
Total $ 397457985 § 466922923 § _ 864,380,908

Changes in long-term liabilities for the year ended June 30, 2015 are as follows:

Amounts due

July 1, June 30, within ohe
2014 Increases  Decreases 2015 year
Bonds payable;
Tax aliocation $ 526,822,204 % 3§ (59,899,281) 5 466822923 § 46,000,269

Less deferred amounts:
Unamortized premiums
on refundings 552,495 {159,810} 392 685 392,685
Total bonds payable $ 527374699 % $ (80,059,001) % 467315608 5 46482 954

-23-




SUCCESSOR AGENCY TO
THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Receivables

Developer notes receivable - construction foan

In June 2000, the IUDA entered into an agreement with a Developer to redevelop certain
real property located within the City of Industry, Redevelopment Plan for Project Area No. 1.
As part of the agreement, the Developer purchased the land from |[UDA for $12,900,000. In
order {0 finance construction costs, the IUDA had provided the Developer with construction
loans totaling $14,703,280. The promissory notes for the construction lpans and land
purchase is secured by a deed of trust and is payable in equal installments over 20 years
including principal and interest at a rate of 4% per annum and consisted of the following:

Amount Principal
June 30, Amounts due Non-current
2015 in one year Principal
Due June, 2022,
payable in monthly payments of
$78,171 including interest at
4.00% per annum beginning July 2002  § 5,718,968 % 722448 § 4,996,520
Due June, 2022,
payable in monthly payments of
$66,658 including interest at :
4.00% per annum beginning July 2002 4,876,639 616,041 4,260,598
Due June, 2022,
payable in monthly payments of
$22,441 including interest at
4.00% per annum beginning July 2002 1,641,778 207,398 1,434,380
Totals 5 12,237,385 § 1,645,887 $ 10,691,498

Total interest received on these notes during the year ended in June 30, 2015 amounted to
$521,875.

Developer notes receivable — Nissan Auto Mall

In May 2010, IUDA entered info an agreement with a Developer to redevelop certain real
property located within the City of industry, Redevelopment Plan for Project Area No. 1. In
order to finance the property acquisition, the ILDA had provided the Developer with a loan
of $4,500,006. Under the agreement, the developer made interest only payments at $5,000
per month starting on May 1, 2010 through Aprit 1, 2012.

On May 1, 2012, the Developer started making monthly principal and interest paymenis at
an annual rate of 4% due monthly on the outstanding note batance.
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SUCCESSOR AGENCY TO
THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

5. Receivables (continued}

Developer notes receivable — Nissan Autg Mall (continued)

Amount Principal
June 30, Amounts due Non-current
2015 in one year Principal
Due May, 2022,

payable in monthly payments of
$25,069 and a final balloon payment
of $3,427,859 including interest at
4.00% per annum beginning May 2012 $ 4,386,316 § 127,703 § 4,258,613

Total interest income received on this note during the year ended June 30, 2015, amounted
to $178,127.

As of June 30, 2015, receivables on the statement of net position consisted of the following:

Balance
Notes receivables: June 30, 2015
Developer notes receivable - construction loans $ 12,237,385
Developer note receivable - Nissan 4,388,318
Total notes receivable $ 16,623,701

Balance
Other receivables: June 30, 2015
Accrued interest receivable 5 22,954
Accounts receivable 788,218
Total other receivables $ 811172
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SUCCESSOR AGENCY TO
THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Rental property
The SA to IUDA rents land, buildings and housing to others through non-cancelable rental

agreements. Future minimum rental income payments based on terms in effect at June 30,
2015 are as follows;

YEAR ENDING
JUNE 30 Amount
2016 3 8,335,327
2017 9,039,238
2018 7,693,371
2019 6,461,468
2020 6,451,734
2021-2025 32,568,246
2026-2030 32,258,670
2031-2035 32,258,670
Thereafter 210,553,448

The Successor Agency is in the process of winding down its activities in accordance with the
dissolution of redevelopment agencies in the State of California. The above table does not
take into account when or if the property will be sold in the future,

On April 28, 2005, IUDA entered into an agreement with a private company to lease land
owned by IUDA to the Company for the purpose of having the land developed and operated
by the Company. SA to IUDA is required to perform substantial public improvements
surrounding the project area. The term of the agreement continues for 65 years from the
commencement date. The agreement allows for SA to IUDA and the Company to spiit
revenues generated by rents of the buildings after deductions for any loan payments or
costs associated with the ownership, operation, financing, maintenance, and leasing of the
various buildings.

In the event that rental income on the buildings is insufficient to repay any loans cutstanding
related to any financing of such building projects, and operation and maintenance of the
various buildings, the SA ta IUDA is required to contribute fifty percent for any shortfall as a
capital contribution if the Company issues a demand for additional capital. Such payments if
made by SA to [UDA on the projects would be subject to return by the Company with
interest at the prime rate plus three percent provided that future rents generate revenue for
SA to IUDA. During the year ended June 30, 2015, SA to IUDA eamed and received
$7,327,978 in rental income from the Gompany.

SA to IUDA leases fand, buildings, and permanently attached equipment to the Industry
Corivalescent Hospital d.b.a. Ei Encanto Healthcare and Habilitation Center for $1 a year,
renewed annually, which at the time of renewal, the lease may be terminated or the lease
payment renegotiated by SA to [UDA.
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SUCCESSOR AGENCY TO
THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Self-insurance plan

The City has established a Self-Insurance Plan (the “Plan”) to pay for liability claims against
the City and SA to IUDA. The Plan is administered by an insurance committee which is
responsible for approving all claims of $25,000 or less and for making provision to have
sufficient funds available to pay approved claims and legal and investigative expenses. The
insurance committee has vested this authority with the City Manager. Potential liability for
claims in excess of $250,000 up to $10,000,000 is covered by excess liability insurance
policies.

As of June 30, 2015, there are no pending claims or litigation outstanding against the SA to
{UDA,

Low and moderate income housing

In December of 1992, pursuant to the authority of Govemment Code 685584.3, {UDA entered
into an agreement with the City and the Housing Authority of the County of Los Angeles
(“HACoLA"). Under this agreement, IUDA agreed to pay HAColLA each fiscal year an
amount equal to 20 percent of tax increment revenues accruing to JUDA for such fiscal year
(the “HACoLA Payment™).

The HACoLA Payments for fiscal year 2011-12 and fiscal year 2012-13 are listed on the
Successor Agency’s Recognized Obligation Payment Schedule (‘ROPS"). However, the
DOF has denied these ROPS items, arguing that the HAColLA Payments were no jonger
enforceable obligations after the dissolution of IUDA pursuant to AB X1 26.

The matter is the subject of a pending lawsuit, Southem California Association of Non-Profit
Housing v. Stafe of California Department of Finance et al. (Sacramento County Superior
Court Case No. 34-2012-80001355; Court of Appeal Case No. C075705). In November
2013, the Superior Court of the State of Callfornia for the County of Sacramento entered
judgment in favor of DOF, finding that the HACoLA Payments were no longer enforceable
obligations. Petitioner, a non-profit housing association, has appealed the judgment. The
opening brief on appeal was filed in November 2014.

No lability has been recorded in the accompanying financial statements due to the

uncertainty of the outcome of the pending lawsuit and the amount due 16 HACoLA cannot be
reasonably estimated at this time.
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SUCCESSOR AGENCY TO
THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Transactions with related parties

As of June 30, 2015, SA to ILUDA had amounts due to the City of Industry of $47,095,390.
Included in the $47,095,390 is a $34,139,469 loan made by the City to the SA fo IUDA as
further described below.

In August 2014, the City of Industry and the SA to the JUDA entered into “Agreement for
Advance and Reimbursement of Costs for Construction Contracts Constituting Enforceable
Obligations’, the City has agreed to advance monsy from time to time as may be required to
enable the SA to the IUDA to make timely payment of the Coniract Costs, and in an
aggregate amount not to exceed $50,000,000. These advances will constitute the Loan
under the Agreement and the advances shall bear no interest. The loan is to be repaid from
proceeds of property sales of the SA to the IUDA. As of June 30, 2015 there was
$13,317,444 held in a trust account from property sales which be used to repay the loan in
the ROPS 15-168 period of January 1, 2016 to June 30, 2016. No interest has been
imputted on this oan in accordance with GASB no. 62.

Also included in the $47,095,390 is a $14,421,307 loan as described in note 4 made in
connection with the 2003 Tax Allocation Bonds (Taxable) and $1,465,387 reimbursements
of administrative expenses paid by the City on behalf of the SA to IUDA and other items.

A total of $270,477,924 of IUDA bonds are owned by the City and $79,660,000 in IUDA
bonds are owned by the Industry Public Facllities Authority, a component unit of the City of
industry.

Commitments and confingencies

Risk management

The SA to [UDA is exposed to various risks of loss related to torts, theft, damage to and
destruction of assets, efrors and omissions, and general liabilities. As further discussed in
Note 7, the City has a self-insurance plan to cover such risks. Claim expenses and liabilities
are reported when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated.

Project commitmenis

As of June 30, 2015, the total net position held in trust were $86,338,572. All of the net
position are fully committed to funding project obligations and the debt service on the bonds
payabhle.
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SUCCESSOR AGENCY TO

THE INDUSTRY URBAN-DEVELCPMENT AGENCY

(A COMPONENT UNIT OF CITY OF INDUSTRY}

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

Subsequent events

On July 1, 2015, the Successor Agency issued the following bonds to refund and defease all
of its outstanding bonds as described in Note 4. The new refunding bonds were purchased
by City of Industry Public Facilities Authority and are secured by a pledge of all future tax
increment revenues of each project area until the bonds are fully paid off. interest rates on
the refunding bonds range from 1.764% o 5.750% and will generate a gross savings of
approximately $102.1 million and a net present value in savings to the Successor Agency in

the amount of $42.8 million.

Tax Allocation Revenue Refunding Bonds Series 2015A
(Civic-Recreational-industrial Redevelopment Project No. 1)
Taxable

Tax Allocation Revenue Refunding Bonds Series 2015A
(Transportation-Distribution-Industrial Redevelopment Project No. 2}
Tax Exempt

Tax Allocation Revenue Refunding Bonds Series 20158
(Transportation-Distribution-Industrial Redevelopment Project No. 2)
Taxable

Subordinate Tax Allocation Revenue Refunding Bonds Series 2015A
{Transportation-Distribution-Industrial Redevelopment Project No. 2)
Taxable

Tax Allocation Revenue Refunding Bonds Serles 2015A
(Transportation-Distribution-Industrial Redevelopment Project No. 3)
Tax Exempt

Tax Aliecation Revenue Refunding Bonds Series 20158
(Transportation-Distribution-industrial Redevelopment Project No. 3)
Taxabhle

Total
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$ 239,525,000

$ 7,140,000

$ 248,770,000

$ 33,815,000

$ 290,725,000

$ 7,230,000

S 37,425,000

$ 44,655,000

$ 574,905,000




SUCCESSOR AGENCY TO

THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2015

11. Subsequent events (continued)

The annual debt service requirements for these bonds are as foilows:

YEAR ENDING

JUNE 30, INTEREST PRINCIPAL TOTAL
2016 $ T8 - -
2017 32,952,680 47,815,000 80,767,580
2018 21,027,086 59,995,000 81,022,086
2019 19,516,717 61,515,000 81,031,717
2020 17,621,192 63,395,000 81,016,192

2021-2025 49,359,183 321,535,000 370,894,183

2026-2030 1,566,162 20,650,000 22,216,162
Totals $~ 142,042,000 $  574,005000 $ 716,947,920
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
{A COMPONENT UNIT OF CITY OF INDUSTRY)
CIVIC-RECREATIONAL-INDUSTRIAL REDEVELOPMENT PROJECT NO. 1

SCHEDULE OF L.ONG-TERM DEBT
$7197,000,000 2002 TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Annual
June 30, Date Pringipal Rate Interest Debt Service Debt Service
1112016 3 5.50% § 2,127,575 § 2127575 %
2016 BMi2016 11,775,000 5.50% 2,127,675 13,902,575 16,030,150
111/2016 5.00% 1,803,763 1,803,783
2017 5M1£2017 12,320,000 5.00% 1,803,763 14,123,763 15,927 526
11H/2017 5.00% 1,485,763 1,495,763
2018 5f1/2018 12,910,000 5.00% 1,495,763 14,405,763 15,801,526
1111/2018 5.50% 1,173,013 1,173,013
2018 5{1/201¢ 13,535,000 5.50% 1,173,013 14,708,013 15,881,026
1112018 5.50% 800,800 809,800
2020 5/1/2020 14,205,000 5.50% 800,800 15,005,800 15,805,600
11/1/2020 5.50% 410,163 410,163
2021 5i1/2021 14,915,000 5.50% 410,163 15,325,163 15,735,326
$ 79,660,000 § 15622154 § 895282154 § 95,282,154
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SUCCESSOR AGENCY TC THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
CIVIC-RECREATIONALANDUSTRIAL REDEVELOPMENT PROJECT NO. 1

SCHEDULE OF LONG-TERM DEBT
$78,720,000 2003 TAX ALLOCATION BONDS SERIES A (TAXABLE} - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Annual
June 30, Date Principal Rate Interest Debt Service Debt Service
112016 & 600% $ 104,750 8§ 1,041,760 &%

2016 5H1/2016 4,880,000 6.00% 1,041,750 6,021,750 7,063,500
11142016 6.00% 892,350 882,350

2017 5M1/2017 5,275,000 6.00% 892,350 6,167,350 7,059,700
114142017 6.00% 734,100 734,100

2018 5/1/2018 5,585,000 6.00% 734,100 5,329,100 7,063,200
11M1/2018 6.00% 566,250 566,250

2019 B5/1/2019 5,930,000 6.00% 566,250 6,498,250 7,062,500
111/2019 6.00% 388,350 388,350

2020 8/1/2020 6,285,000 6.00% 388,350 8,873,350 7,061,700
11/1/2020 6.00% 199,800 189,800

2021 5/1/2021 6,660,000 6.00% 199,800 6,858,800 7,058,600

§ _24,725.000 $ 7645200 3 42,370,200 $ _ 42,370,200
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
CIVIC-RECREATIONAL-INDUSTRIAL REDEVELOPMENT PROJECT NO. 1

SCHEDULE OF LONG-TERM DEBT
$68,090,000 2003 TAX ALLOCATION BONDS SERIES B (TAXABLE} - MATURITY SCHEDULE
JUNE 3G, 2015

Year Ending Interest Annual
June 30, Date Principal Raie Interest Pebt Service Debt Service
111420158 3 400% % 374,744 & 74,744 %

2016 5172016 2,290,000 4.00% 374,744 2,664,744 3,038,488
1112318 4.13% 328,844 328,544

2017 512M7 2,490,000 4.13% 328,944 2,818,944 3,147 888
111/2017 4,25% 277,588 277,588

2018 51112018 2,610,000 4.25% 277,588 2,887,588 3,165,176
111172018 5.00% 222128 222125

201¢ 5172019 2,745,000 5.00% 222128 2,967,125 3,188,250
11112019 5.00% 153,500 153,500

2020 5/1/2020 2,860,000 5.00% 153,600 3,113,500 3,287,000
11142020 5,00% 79,500 79,500

2021 5172021 3,180,000 5.00% 78,500 3,258,500 3,338,000

$ 16,275,000 $ 2872802 % 18,147,802 § 19,147,802
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY}
CIVIG-RECREATIONAL-INDUSTRIAL REDEVELCPMENT PROJECT NO. 1

SCHEDULE OF LONG-TERM DEBT
$83,785,692 2003 SURORDINATE LIEN TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Annual
Juna 30, Date Principal Rate Interest Debt Service Debt Service
12112015 § 5,915,000 10.00% % 2,281,500 § 8,196,500 $

2016 6/1/2018 10.00% 1,985,750 1,985,750 10,182,250
12/1/2016 8,505,000 10.00% 1,988,750 8,420,750

2017 6/1/2017 10.00% 1,660,500 1,660,500 10,151,250
12172017 7,155,600 10.00% 1,660,500 8,815,500

2018 6/1/2018 10.00% 1,302,750 1,302,750 10,118,250
12112018 7,870,000 10,00% 1,302,750 9,172,750

2019 6112019 10.00% 908,250 909,250 16,082,000
12142018 8,660,000 10.00% 909,250 9,669,250

2020 6112020 10.00% 476,250 476,250 10,045,500
12/1/2020 9,525,000 10.00% 476,250 10,001,25¢

2021 6/1/2021 10,001,250

$ 45,630,000 $ 14850500 & 60,580,500 $ 60,580,500
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SUCCESSOR AGENGY TO THE

INDUSTRY URBAN - DEVELOPMENT AGENCY
{A COMPONENT UNIT OF GITY OF INDUSTRY)

CIVIC-RECREATIONAL-INDUSTRIAL REDEVELOPMENT PROJECT NO. 1

SCHEDULE OF LONG-TERM DEBT
$71.868,838 2005 SUBORDINATE LIEN TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE

JUNE 30, 2015

Year Ending Interest Annual
Jung 39, Date Principal Rate Interest Debt Service Debt Service
122015 % 3,110,000 640% § 1,596,221 % 4,706,221 §

2016 B/1/2016 6.40% 4,496,701 1,486,701 6,202,822
121/2016 3,310,000 6.30% 1,496,701 4,806,701

2017 6172017 6.30% 1,392,436 1,392,436 6,199,137
12172017 3,515,000 6.55% 1,392,436 4,907 436

2018 6/1/2018 6.55% 1,277,320 1,277,320 6,184,756
12112018 3,740,000 B.55% 1,277,320 5,017,320

2019 6/1/2018 6.55% 1,154,835 1,154,835 6,172,156
12/1/2019 3,920,000 8.70% 1,154,835 5,144,835

2020 6/1/2020 6.70% 1,021,170 1,021,170 6,166,005
121172020 4,255,000 6.70% 1,021,170 5,276,170

2021 6/1/2021 6.70% 878,628 878,628 6,154,798
12/1/2021 4,540,000 6.70% 878,628 5,418,628

2022 81112022 6.70% 726,538 726,538 6,145,166
12172022 4,845,000 6.70% 726,638 5,671,538

2023 61172023 6.70% 564,230 564,230 6,135,768
12/1/2023 5,175,000 6.80% 564,230 5,739,230

2024 6172024 6.80% 388,280 388,280 6,127,510
121142024 5,520,000 6.80% 388,280 5,908,280

2025 6112025 €.80% 200,600 200,600 6,108,880
1211/2025 £,900,000 6.80% 200,600 6,100,600

2026 6/1/2026 6,100,600

$ 47,900,000 $ 16,797,697 % £7,697697 B 67,687,697
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SUCCESSOR AGENCY TO THE
INDUSTRY URSAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
CIVIC-RECREATIONAL-INDUSTRIAL REDEVELOPMENT PROJECT NO. 1

SCHEDULE OF LONG-TERM DEBT
$16,038,957 2007 SUBORDINATE LIEN TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Annuai

June 30, Date Principal Rate Interest Debt Service Debt Service

12172015 & 1,335,000 8.00% 3 476,000 % 1,811,000 § B

2016 6/1/20186 8.00% 422,600 422 600 2,233,800
12112016 1,440,000 8.00% 422,600 1,862,600

2017 BA20M7 8.00% 365,000 365,000 2,227,600
12/1/2017 1,555,000 8.00% 385,000 1,920,000

2018 6/1/2018 8.00% 302,800 302,800 2,222,800
12/1/2018 1,680,000 B.00% 302,800 1,882,800

20189 61112019 8.00% 235,600 235,600 2,218,400
12/1/2018 1,815,000 8.00% 235,600 2,050,600

2020 6172020 8.00% 163,000 163,000 2,213,600
12M1/2020 1,860,000 8.00% 163,000 2,123,000

2021 6/1/2021 8.00% 84,600 84,600 2,207,600
121142021 2,115,000 8.00% 84,600 2,198,600

2022 6/1/2022 2,199,600

$ 11,800,000 $ _3.623200 % 15,623,200 § 15,523 200




SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY}
TRANSPORTATION-DISTRIBUTION-NDUSTRIAL RECEVEL OPMENT PROJECT NO. 1

SCHEDULE OF LONG-TERM DEBT
$33,573,437 2008 SUBORDINATE LIEN TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Arnual
June 30, Date Principal Rate [nterast Debt Service Debt Service
121112015 $ 1,958,000 8.25% $ 1,0199858 % 2078989 §

2016 6/1/2016 8.25% 939,180 936,180 3,818,169
127112016 2,121,000 8.25% 939,180 3,080,180

2017 68/1/2017 8.25% 851,688 851,689 3,011,869
121172047 2,286,000 8.25% 851,689 3,147,688

2018 6/1/2018 8.25% 756,978 756,978 3,904,668
12/1/2018 2,486,000 8.25% 756,979 3,242,978

2019 61/2019 8.25% 654,431 654,431 3,867,410
12H72019 2,681,000 8,25% 654,431 3,345,431

2020 6/1/2020 8.25% 543,428 543,428 3,688,858
i2r{/2020 2,913,000 8.25% 543,428 3,456,428

2021 6/1/2021 8.25% 423,266 423 266 3,879,694
124142021 3,163,000 825% 423,266 3,576,266

2022 6/1/2022 8.25% 293,205 293,205 3,869,471
12/1/2022 3,413,000 8.25% 283,205 3,706,205

2023 6/1/2023 8.25% 152,419 152,419 3,858,624
1211/2023 3,695,000 8.25% 152,419 3,847 419

2024 6/1/2024 3,847,419

§ 24,727,000 $ 10,249,183 % 34 976,183 § 34,978,183
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NO. 2

SCHEDULE OF LONG-TERM DEBT
$17,270,000 2002 TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Annual
June 30, Date Principal Rate Interest Debt Service Debt Service
11/112015 $ 438% $ 208,365 § 208,385 §$

20186 51112016 830,000 4.38% 208,365 1,038,365 1,248,730
1112016 4.40% 190,209 160,209

2017 5112047 865,00 4.40% 190,208 1,055,209 1,245,418
11112017 4.50% 171,179 171,179

2018 5112018 905,000 4.50% 171,179 1,078,179 1,247,358
11/1/2018 4.60% 160,816 150,816

2019 5/1/2018 945,000 4.80% 150,816 1,095,816 1,246,632
111172019 4.75% 129,081 129,081

2020 5/1/2020 950,000 4.75% 129,081 1,119,081 1,248,162
11/1/2020 4.75% 105,569 105,569

2021 5M1/2021 1,036,000 4.75% 105,565 1,140,569 1,246,138
111172021 4.75% 80,988 80,988

2022 5172022 1,085,000 4.75% 80,988 1,165,988 1,246,976
+11/2022 4.75% 65,215 55,218

2023 5{1/2023 1,135,000 4.75% 55,219 1,196,219 1,245,438
11/1/2023 4.75% 28,263 28,263

2024 5112024 1,190,000 4.76% 28,263 1,218,263 1,246,526

$ 6980000 $ 2238378 § 11,219,378 & _ 11,219,378
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NO. 2

SCHEDULE OF LONG-TERM DEBT
$39,730,000 2003 TAX ALLOCATION BONDS {TAXABLE) - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Annual
Jung 30, Date Principal Rate Interest Debt Service Debt Service
11/1/2015 % 550% § 675,973 % 675973 §
2016 5/1/2016 1,965,000 5.50% 675,973 2,640,973 3,316,946
11/4/2016 6.00% 521,935 621,635
2017 5/1/2017 2,075,000 6.00% 621,935 2,696,835 3,318,870
11/4/2017 6.00% 559,685 558,685
2018 5/1/2018 2,185,000 5.00% 559,685 2,754,685 3,314,370
11/1/2018 6.00% 493,835 493,835
2018 5112019 2,330,000 6.00% 483835 2,823,835 3,317,870
11/1/2018 8.00% 423,935 423,935
2020 5M/2020 2,470,000 6.00% 423,935 2,893,835 3,317,870
11/11/2020 6.10% 349,835 349,835
2021 5/1/2021 2,620,000 6.10% 349,835 2,968,835 3,319,670
141112021 6.10% 269,925 266,925
2022 5/1/2022 2,775,000 6.10% 268,925 3,044,828 3,314,850
14/4/2022 6.10% 185,288 185,288
2023 51112023 2,950,000 6.10% 185,288 3,135,288 3,320,578
11/1/2023 6.10% 85,313 95,313
2024 5/1/2024 3,125,000 6.10% 95,313 3,220,313 3,315,626
$ 22505000 $ 7351448 § 20,856,448 % 26 856,448
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
{A COMPONENT UNIT OF CITY OF INDUSTRY)
TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NO. 2

SCHEDULE OF LONG-TERM DEBT
$119,719,962 2003 SUBORDINATE LIEN TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Inferest Annual

Jupe 30, Date Principal Rate Interest Debt Service Debt Sarvice
2016 1211/2016 § 4,738,268 10.00% % 10,419,305 § 15,155,574 % 15,155,574
2017 1212417 5,108,560 10.00% 12,913,586 18,022,156 18,022,156
2018 121172018 5,509,438 10.00% 15,918,724 21,429,182 21,429,162
2019 121172019 5,941,248 10.00% 19,536,806 25,477,055 25,477,055
2020 121172020 6,407,294 10.00% 23,884,374 30,261,668 30,291,668
2021 121172021 6,910,302 10,00% 29,108,984 36,019,286 36,019,296
2022 12/1/2022 7,452,518 10.00% 35,375,585 42,828,103 42 828,103
2023 12/1/2023 8,037,050 10.00% 42,882,131 50,919,221 50,919,221
2024 12172024 8,622,914 10.00% 51,608,806 63,232,720 60,232,720

$ _ 58725634 $ 241649321 $ 300374855 § _ 300,374,955
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
TRANSPORTATIGN-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NO. 2

SCHEDULE OF LONG-TERM DEBT
$17,788,304 2005 SUBORDINATE LIEN TAX ALLCCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 20135

Year Ending Interest Annual
June 30, Date Principal Rate Interast Debt Service Debt Sarvice
121112015 8 770,000 6.40% % 395218 & 1,165218 §

2016 6/1/2016 65.40% 370,578 370,578 1,535,796
124112016 820,000 6.30% 370,577 1,190,577

2017 61172017 8.30% 344,747 344,747 1,635,324
12172017 570,000 6.55% 344,748 1,214,748

2018 6172018 6.55% 316,255 316,255 1,631,003
12/1/2018 934,000 6.55% 316,255 1,246,255

2019 8/1i2019 6.55% 285,798 285,798 1,532,053
1211/2019 985,000 8.70% 285,797 1,270,797

2020 6/1/2020 6.70% 252,800 252,800 1,523,897
1212020 1,055,000 6.70% 252 800 1,307,800

2021 6/1/202% 8.70% 217,458 217458 1,525,258
12112024 1,125,000 6.70% 217,458 1,342,458

2022 6/1/2022 6.70% 179,770 179,770 1,522,228
12H/72022 1,200,000 6.70% 179,770 1,379,770

2023 6/1/2023 6.70% 136,570 139,570 1,519,340
12142023 1,280,000 6.80% 136,570 1,419,570

2024 6/1/2024 8.80% 96,050 95,050 1,515,620
121112024 1,365,000 8.80% 96,050 1,461,650

2025 6412025 5.80% 49,640 49,640 1,510,650
121412025 1,460,000 8.80% 49,640 1,500,640

2026 6/1/2026 8,80% 1,509,840

$ 11,860,000 $ 4800548 § 16,760,549 § 16,760,549
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NO. 2

SCHEDULE OF LONG-TERM DEBT
$31,083,172 2008 SUBORDINATE LIEN TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending interest Annual
June 30, Date Principal Rate Interest Debt Service Deht Service
121112015 $ 850,000 5.75% $ 772,813 § 1622513 %

2016 61172016 5.75% 748,075 748,075 2,370,588
12/1/2016 a00,000 5.75% 748,075 1,648,075

2017 6/1/2017 5.75% 722,200 722,200 2,370,275
1212017 955,000 5.75% 722,200 1,677,200

2018 6/1/2018 5.75% 694,744 694,744 2,371,944
1211/2018 1,010,000 5.75% 604,744 1,704,744

2019 61172019 5.75% £65,706 665,708 2,370,450
120112019 1,065,000 5.75% 665,706 1,730,708

2020 611/2020 5.75% 635,088 635,008 2,365,794
12/1/2020 1,125,000 5.75% 635,088 1,760,088

2021 B8/1/2021 5.75% 602,744 602,744 2,362,832
121112021 1,180,000 5.75% 602,744 1,792,744

2022 6/1/2022 5.75% 568,531 568,531 2,361,275
12172022 1,260,000 5.75% 568,531 1,828,531

2023 61/2023 8.75% 532,306 532,306 2,360,837
121112023 1,335,000 5.75% 532,308 1,867,308

2024 6M/2024 5.75% 493,925 493,925 2,361,234
) 12H/2024 5,410,000 5.75% 493,925 5,903,925

2025 6/1/2025 5.75% 338,388 338,388 6,242,313
12M/2025 5,720,000 5.75% 338,388 6,058,388

2028 6/1/2026 5,75% 173,038 173,938 6,232,326
12/1/2026 6,050,000 5.75% 173,038 6,223,938

2027 62027 5,223,938

$ 26,870,000 § 13123803 $ _390993.803 § _ 35,093,803
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
{A COMPONENT UNIT OF CITY OF INDUSTRY)
TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NOC. 2

SCHEDULE OF LONG-TERM DEBT
$4(3,000,000 2010 SUBORDINATE LIEN TAX ALLOCATICN REFUNDING BONDS (TAXABLE) - MATURITY SCHEDULE

JUNE 30, 2015

Year Ending Interest Annua!
Jung 30, Cate Principal Rate Inferest Debl Service Deht Service
1201102015 § 1,660,000 6.18% § 1,540.860 § 3,200,860 %
20186 6M1/2016 9.15% 1,464,915 1,464,915 4,665,775
12172016 1,810,000 S.15% 1,464,915 3,274,915
2017 6/1/2017 8,15% 1,382,108 1,382,108 4,657,023
121172017 1,975,000 5.15% 1,382,108 3,357,108
2018 6172018 9.15% 1,291,751 1,281,751 4,648,859
121172018 2,155,000 5.15% 1,291,751 3,446,751
2019 6/1/2019 9.15% 1,193,160 1,193,160 4,639,911
12172019 2,350,000 8.15% 1,183,160 3,543,160
2020 6172020 9.15% 1,085,648 1,085,648 4,628,608
120152020 2,670,000 8.15% 1,085,648 3,655,648
2021 6172021 9.15% 968,070 968,070 4,623,718
12172021 2,805,000 9.15% 968,070 3,773,070
2022 6/1/2022 9.15% 839,741 839,741 4,612,811
12f1/2022 3,080,000 8.15% 839,741 3,889,741
2023 6/1/2023 5.15% 699,748 699,746 4,598,487
12/112023 3,340,000 9.15% 609,746 4,039,746
2024 B/1/2024 9.15% 546,041 546,841 4,586,687
12/1/2024 3,645,000 9.15% 546,941 4,191,941
2025 6/1/2025 9.15% 380,183 380,182 4,572,124
120112025 3,975,000 9.15% 380,183 4,355,183
2026 6/1/2026 9.15% 188,326 198,326 4,653 509
12/1/2026 4,335,000 8.15% 188,326 4,533,326
2027 6/112027 9.15% 4 533,326
$ 33,680,000 § 21,642,038 § 55322038 % 55,322,038

PPN bt Ao S
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SUCCESSCR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT OF CITY OF INDUSTRY)
TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REBEVELOPMENT PROJECT NO. 3

SCHEDULE OF LONG-TERM DEBT
$17,455,000 2002 TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Annual
Junhe 30, Date Principal Rate Inferest Debt Service Debt Service
1112015 § 438% % 213,037 % 213,037 &

2016 5/1/20186 835,000 4.38% 213,037 1,048,637 1,261,074
111172016 4.40% 194,771 184,771

2017 5172017 875,000 4.40% 194,771 1,069,771 1,264,542
114472017 4.50% 175,521 175,521

2018 5/1/2018 910,000 4.50% 175,621 1,085,521 1,261,042
111142018 4.60% 155,048 155,046

2019 5M/2019 958,000 4.60% 155,046 1,110,048 1,265,082
11112019 4.75% 133,081 133,081

2020 5/1/2020 995,000 4.75% 133,081 1,128,081 1,261,182
11112020 4.75% 109,450 109,450

2021 5/1/2021 1,045,000 4.75% 108,450 1,154,450 1,263,800
11/1/2021 4.75% 84,631 84,631

2022 511/2022 1,095,0C0 4.75% 84,631 1,178,631 1,264,262
11172022 5.00% 58,825 58,625

2023 5112023 1,145,000 5.00% 58,625 1,203,625 1,262,250
11/1/2023 5.00% 30,000 30,000

2024 51112024 1,200,000 5.00% 30,000 1,230,000 1,260,000

$ 9,055,000 $ 2308324 % 11,363324 $ 11,363,324
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SUCCESSOR AGENCY TO THE
INDUSTRY URBAN - DEVELOPMENT AGENCY
{A COMPONENT UNIT OF CiTY OF INDUSTRY}
TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NO. 3

SCHEDULE OF LONG-TERM DEBT
$44,585,000 2003 TAX ALLOCATION BONDS (TAXABLE) - MATURITY SCHEDULE
JUNE 30, 2016

Year £nding Interest Annual
June 30, Date Principal Rate Interest Debt Service Debt Service
11/1/2015 % 560% § 758270 $ 758,270 §

2016 8112016 2,205,000 5.50% 758,270 2,963,270 3,721,540
111/2016 6.00% 697,633 697,633

2017 sMr017 2,325,000 6.00% 697,633 3,022,633 3,720,266
11172017 £.00% 627,883 827,883

2018 5M1/2018 2,470,000 8.00% 627,883 3,087,883 3,725,766
11142018 6.00% 553,783 553,783

2018 5M/219 2,810,000 6.00% 553,783 3,183,783 3,717 566
1112018 6.00% 475,483 475483

2020 5//2020 2,770,000 6.00% 475,483 3,245,483 3,720,966
11/4/2020 6.10% 392,383 392,383

2021 sM2021 2,935,000 8.10% 392,383 3,327,383 3,719,766
11/1/2021 6.10% 302,865 302,865

2022 5172022 3,115,000 6.10% 302,865 3,417,865 3,720,730
117172022 6.10% 207,858 207,858

2023 5/1/2023 3,305,000 6.10% 207,858 3,512,858 3,720,716
111112023 6.10% 107,055 107,055

2024 5/1/2024 3,510,000 6.10% 107,055 3,617,055 3,724,110

§ _ 25245000 § 8246426 § _ 33491426 § _ 33491426
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SUCCESSOR AGENCY TO THE
. INDUSTRY URBAN - DEVELOPMENT AGENCY
(A COMPONENT UNIT QF CITY OF INDUSTRY)
TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NC. 3

SCHEDULE OF LONG-TERM DEBT
$9,726,529 2003 SUBORDINATE LIEN TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending Interest Annuaj
June 30, Date Principat Rate ‘Interest Debt Service Debt Service
120172015 $ 875,000 10.00% $ 203,250 % 1,078250 B

2016 6/1/2016 10.00% 158,500 159,500 1,237,750
12/1/2016 965,000 10.00% 156,500 1,124,500

217 6172017 10.00% 111,250 111,250 1,235,760
12112017 1,060,000 10.00% 111,250 1,171,250

2018 6/1/2018 10.00% 58,250 58,250 1,228,500
121172018 1,165,000 10.00% 58,250 1,223,250

2019 6/1/2019 1,223,250

$ _ 4,065,000 $ 861250 $ _ 49268250 $ 4,926,250
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TRANSPORTATION-DISTRIBUTION-INDUSTRIAL REDEVELOPMENT PROJECT NO. 3

SUCCESSOR AGENCY TO THE

INDUSTRY URBAN - DEVELOPMENT AGENCY

{A COMPONENT UNIT OF CITY OF INDUSTRY)

SCHEDULE OF LONG-TERM DEBT
$5,120,288 2008 SUBORDINATE LIEN TAX ALLOCATION REFUNDING BONDS - MATURITY SCHEDULE
JUNE 30, 2015

Year Ending interest Anngual
June 30, Date Principal Raie Interest Debt Service Debt Service

2017 12172017 204,792 10.00% $ 320,208 § 525000 % §285,000
2018 12/1/2018 206,985 10.00% 378,015 585,000 585,000
2019 12172019 442,870 10.00% 837,130 1,380,000 1,380,000
2020 121172020 213,951 10.00% 521,049 735,000 735,000
2021 121172021 77,886 10.00% 217,114 295,000 285,000
2022 12112022 123,332 10.00% 391,668 515,000 615,000
2023 12/1/2023 169,649 10.00% 575,351 735,000 735,000
2024 12172024 1,259,943 10.00% 5,135,057 6,395,000 6,395,000
2025 12/1/2025 4,163,337 10.00% 5,348,663 6,510,000 6,510,000
2026 121/2026 1,267,544 40,00% 6,552,466 7,820,000 7,820,000

$ 5120288 $ 20374711 % 25495000 § 25,495,000
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Exhibit B

Independent Auditor’'s Report on Internai Control Related Matters Identified in the Audit
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THE ' ‘
PUN GROUP

ACCOUNTANTS & ADVISOR S

To the Honorable Mayor and Members of City Council
of the City of Industry
City of Industry, California

In planning and performing our audit of the financial statements of the City of Industry (the “Cify™) as of and for the
year ended June 30, 2015, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Govermment Auditing Standards issued by the
Comptroller General of the United States, we considered the City’s internal control over financial reporting (intetnal
control) to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
City’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s internal control.

Our consideration of internal contro] was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies
and therefore, material weaknesses or significant deficiencies may exist that have not been identified. However, as
discussed below, we identified certain deficiencies in internal control that we consider to be mmaterial weaknesses and

other deficiencies that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on & timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will
not be prevented, or detected and corrected on a timely basis. We consider the deficiencies described in the
accompanying Schedule of Findings and Responses to be material weaknesses as items 2015-001, 2015-002 and

2015-003.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance. We consider the
deficiencies described in the accompany Schedule of Findings and Responses to be significant deficiencies as items
2015-004, 2015-005, 2015-006, and 2015-007.

The City’s written responses included in this report have not been subjected to the audit procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on them.

This communication s intended solely for the information and use of management, City Council Members, others
within the organization, and agencies requiring compliance with generally aceepted government auditing standards,
and is not intended to be and should not be used by anyone other than these specified parties,

Santa Ana, California
February 19, 2016

200 East Sandpointe Avenue, Suite 600, Santa Ana, California 92707
Tel: 949-777-8800 * Toll Free: 855-276-4272 « Fax: 949-777-8850

www.pungmup.com




City of Industry
Schedule of Findings and Responses
For the Year Ended June 30, 2015

Finding 2015-001 Coniract Management
Criteria:

During the course of the audit, we noted material weaknesses in the City’s internal controls over financial reporting
and compliance. Internal control is defined as a process — effected by the City Council, management, and other
personnel — designed to provide reasonable assurance regarding the achievement of objectives in the following
categories:

reliability of financial reporting;

effectiveness and efficiency of operations;
compliance with applicable laws and reguiations; and
adequate safeguard of public resources.

Y VWY

These would include establishing or enhancing guidance in the following areas:

> Control environment sets the tone of an organization, influencing the control consciousness of jts people. Itis
the foundation for all other components of internal control, providing discipline and structure.

% Risk assessment is the entity’s identification and analysis of relevant risks to achievement of its abjectives,
forming a basis for determining how the risks should be managed.

» Control activities are the policies and procedures that help ensure that management directives are carried out.

» Information and communication systems support the identification, capture, and exchange of information in a
form and time frame that enable people to carry out their responsibilities,

» Monitoring is a process that assesses the quality of infernal control performance over time.

The deficiencies noted involve a lack of policies that govem fiscal oversight at the City Council leve] and policies and
related procedures over significant subcontractors and programs and assesstment of the risks that the City faces in its
financial planning,

Condition;

During our internal control testing over procurement process, we noted that the contracts for 5 out of the 26 vendors
we tested were not renewed after the original contract expired or have no contract expiration date.

» Four of the contracts use “confinue until terminated” termination clause.
o One contract at the Industry Hill Expo Center expired on June 30, 2002.

In addition, we noted that the City's Accounting Department Procedures Manual does not have specific guidelines on
the request for proposal (“RFP™) process for service contract or competitive bid process for capital expenditures in
place to promote best value purchasing through fair and open competition.

Cause:

Policies and procedures are not in place to require each contract with termination date. In addition, monitoring
controls are not in place to ensure expired contracts are propetly renewed in accordance with the City’s procurement
policy.




City of Industry
Schedule of Findings and Responses (Continued)
For the Year Euded June 30, 2015

Finding 2015-001 Contract Management (Continued)

Effect:

When City uses vendors without a valid contract, the City is exposed to risk of litigation due to a non-enforceable
contract. With expired contracts or contracts without a termination date, the City does not have a mechanism in place
to promote open competition on contracted services and to evaluate whether the service provider is the best qualified
company with the most competitive pricing. It could lead to over-paying for the service with the public funds.

Recommendation:

Contacts with clear termination dates enable the City fo evaluate all current contracts on ongoing basis. It provides an
oppottunity for the City to solicit new vendors for the same services in a fair and open environment competitively.
Also, by monitoring the contract terms, City management will also evaluate the performance by the contractor and
make sure that terms and condition are to satisfaction to the City. We also recommended the City strengthen ifs
purchasing policy to detail out the RFP and competitive bid process.

Management View and Corrective Action Plan;

The City agrees with the finding, The City Council will approve a comprehensive plan by May 2016, to competitively
procure ot update contracts for all vendors within three years. Contracts will be vetted for scope of work,

indemnification, terms and expiration date,

The City entered into an Agreement with PlanetBids on March 10, 2016 to deveiop an electronic competitive
procurement system. This systemn should be operational by May 2016.




City of Industry
Schedule of Findings and Responses (Continued)
For the Year Ended June 38, 2015

Finding 2015-002 Internal Control over Other Postemployment Benefits and Exceedingly High Benefits

Criteria:

The City adopted the Employee Handbook (the “Handbook”) by Resolution No. CC 2012-16 on August 23, 2012, In
accordance o the Handbook, the City pays the following for ils employees:

100% of the premium for medical, dental and vision insurance for employees and their dependents
o 100% of the life insurance premium for the employees and their dependents with the following coverage:

City Manager, Department Heads $50,000
All other employees $25,000
Spouse $ 2,000
Dependent 5 to 18 years $ 2,000

100% of the long term disability insurance premium for employee only.
100% of the long term cate benefits insurance premium for employee and spouse.

In accordance with section IX. Benefit — Q. Retiree Benefits, some employees may be eligible for retirce health
benefits depending on in-hire date and years of service with the City. The retiree benefit is determined based op the

following vesting rate:

General Employees Hired before April 26, 1990: 100% at 10 Years of Service
Hired on or after April 26, 1990: 100% at 25 Years of Service

Elected and Appointed Officials ~ 100% at 8 Years of Service
Management 100% at 15 Years of Service

Condition:
There wete 22 retirees as of July 1, 2015 valuation date.

During the other postemployment benefit census data testing, we noted one of the three retirees fested was in the
position of Executive Director at the titne of retirement. He was hired tn 1989 and retired in 2000, which equates to
11 years of service when retired in 2000 and was below the required 15 years of service. There was a settlement
agreement signed by the Chalrman of the TUDA, attested by the IUDA Secretary and the Attorney. However, there
was no tesolution adepted by the City Council to ratify this settlement.

The City paid 100% of the premium for employees’ medical, dental, vision and long-term care benefits insurance. In
reviewing the retiree OPEB premium paid schedule, we note that the premium paid by the City for certain retirees
were exceedingly high, Total premium paid for retiree benefits was $451,666 for the year ended June 30, 2015 among

the 22 retirees. However, Resolution Number CC 2014-22 was adopied on July 10, 2014 stated the City will pay
100% of the premium of the long-term care benefits.

Cause:
The City provides other posternployment benefits without a cap.

Effect:

Because there is nio cap on the retiree postemployment benefit, the City’s actuarial determined other postemployment
benefit was projected lo be $11,039,940.




City of Industry
Schedule of Kindings and Responses (Continued)
For the Year Ended June 30, 2015

Finding 2015-002 Internal Contirol over Other Postemployment Benefity and Exceedingly High Benefits
{Continued)

Recommendation:

We recommended the City evaluate its retiree benefit policy to ensure the benefit provided to its employees and
retirees are not exceedingly higher than the industry standards.

Mansgemeni View and Corrective Action Plan:

The City agrees with the finding. To address this issue, the City procured the services of Regional Government
Services (RGS) on February 11, 2016, RGS is currently completing 2 comparative analysis of employee benefits and
is reviewing the City’s human resources policies. The City is procuring the services of Keenan & Associates in April
2016 to review medical plan benefit levels for existing employees and refirecs, to provide the City with options to
address these issues in future budget years,




City of Industry
Schedule of Findings and Responses (Continued)
For the Year Ended June 30, 2015

Finding 2015-003 Industry Convalescent Hospital

Criteria:

As stated in the Government duditing Standards, the concept of accountability for use of public resources and
government authority is key to onr natlon’s govemting process. Management and officials entrusted public resources
are tesponsible to carry out public functions and providing service to the public effectively, efficiently, economically,
ethically, and equitably within the context of the statutory boundaries of the specific government program.

In addition, effective accounting systems require management to estimate an allowance for doubtful accounts, Once
those amounts are deemed uncollectible and collections efforts are exhausted, those amounts should be written off as
bad debt expense and removed from the accounting records.

Condition:
We noted the following transacticns with the Industry Convalescent Hospital (the “Hospital”).

»  As of hme 30, 2015, the unpaid note receivables principal was in the amount of $20,060,000 with 6% simple
interest per annum and the related accrued interest was in the amount of $22,157,440. The note was for
advances made by the City to the Hospital back in 1992 pursnant to resolution adopted by the City Council,
There is no repayment schedule as these loans are due on demand. The City management determined that the
collectability of this note and accrued inferest is uncertain. As a result, the entire $42,217,440 outstanding
balance is being not reported in the financial statements of the City.

» The Hospital also leases the property from the Successor Agency to the Industry Urban-Development Agency
at $1 a year, which is renewed annually. During the year ended June 30, 2015, the City incurred expenses in
the amount of $337,264 relating to contract labor, security and repair and maintenance of the property leased
to the Hospital.

Cause:

The Promissory notes between the City and the Hospital does not have all the elements necessary to secure the
amount outstanding by the Hospital.

Effect:

It appears that the City did not put in any effort in collecting the promissory note amount of $20,060,00¢ to the
Hospital. At June 30, 2015, the total unpaid accrued interest totaling $22,157,440. In addition, the City has been
subsidizing the Hospital’s operations by charging $1 rent per year and maintenanee to the property.

Recommendation:

We recommended the City to take necessary action to bring the unpaid amount by the Hospital to the City Council
and determine a reasonable repayment plan. Also, the City should conduct a review of the expenses incurred on the
Hospital property and renegotiate a reasonable rent amount to at cover, at a minimum, the operating and maintenance
expenses for the property.

Management View and Corrective Action Plan:

On March 24, 2016, the City Council was updated regarding the Hospital loan and the operating and maintenance
costs borne by the City. To address these issues, the City will be developing a policy to establish a plan to resolve the
outsianding loan and the costs of the operating and maintenance expenses.




City of Industry
Schedule of Findings and Responses (Continued)
For the Year Ended June 30, 2015

Finding 2015-004 Related P'arty Transactions
Criteria:

Many related party transactions are necessary in the normal course of business, In such circumstances, they may carry
no higher risk of material missfatement of the financial statements than simiiar transactions with unrelated parties.
However, the natore of related party relationships and transactions may, in some circumstances, give rise to higher
risks of material migstatement of the financial statements than transactions with unrelated parties, For example,
related party transactions may not be conducted under normal market terms and conditions (for example, some related
party transactions may be conducted with no exchange of consideration). In addition, related party transactions may
be motivated solely or in large measure to engege in fraudulent financial reporting or conceal misappropriation of
assets.

Condition:

In our testing of related party transactions, we noted that out of 25 tenants at the properties owned by the Industry
Property and Housing Management Authority (“IPHMA™), 18 tenants are current City employees or council members
and one tenant is a retiree. All tenants are offered discounted rent from $600 to $800 per month, which is below the

market value in the same neighborhood.

Cause:

The City does not have an adopted policy relating to the housing benefits for its employee.

Effect;

The City uses public resources in purchasing the property and appears that the use of the property is largely benefifs
exclusively for its employees of the City,

Recommendation:

We recommended the City charge fair market rent fo all the renters of the housing units owned by the City, unless the
rental units are acquired/established to fulfill low-moderate income housing requirement.

Managemeni View and Corrective Action Plan:

On December 30, 2015, the City Manager advised all City employees that they were to vacate City owned properties,
As of April 14, 2016, only one City employee resides in City owned housing, and by May 2016, no employees will

reside in City housing,

On March 31, 2016, the Industry Property and Housing Management Authority asked to review all housing policies
and procedures and could consider income-contingent rental rates as an option.




City of Industry
Schedule of Findings and Responses (Continued)
For the Year Ended June 30, 2015

Finding 2015-005 Accounting Policies and Procedures
Criteria:

Accounting Policies and Procedures would aid the Finance Department and the City in providing training for
accounting personnel, communicating and providing a source of reference to approved policies, and maintaining
consistency of recording financial transactions.

Condition:

There arc two separate sets of books maintained for Civic-Recreational-Industrial- Authority (*CRIA™), a component
unit of the City. One is for the capital projects fund maintained by the City’s contracted Finance Department; the
other one for the enferprise find maintained by the contracted management company at the Industry Hill Expo Center
{the “Expo Center”), We noted that the Expo Center is not aware of the existing policy and procedure manual
maintained by the Finance Department. A separate manual for the Expo Cenfer was created by the management of
the Expo Center after the year ended June 30, 2015,

Cause:

The accounting and management function of the Expo Center is decentralized and is provided by CNC Equestrian
Management Service Inc. Although the City’s Finance Department has established an Adccounting Department
Procedures Manual, the operation of the Expo Center was not being monitored by the City’s Finance Department and
the need for an accounting policy was not required by the management of City or by management of Expo Center.

Effect:

Without the Accounting Policies and Procedures, personne] responsible for the daily work and transactions do not
have a clear understanding of their role and responsibilities or the accounting standards applicable to their function.
In addition, the absence of standardized procedures has and will create inefficient and inconsistent processing of
transactions. Lack of accounting policies and procedures could lead to inconsistency in processing transactions or to
process transactions without requiring review and approval.

Recommendation:

We recommended the management of the City and CRIA review the Expo Center accounting and policy manual to
ensure consistent internal control policies are in place for the Expo Center.

Management View and Corrective Action Plan:

The City recently hired a Controller who will be reviewing the policies and procedures currently in place at the Expo
Center. Any revisions will ensure that consistent intetnal control policies are implemented for the Expo Center.




City of Industry
Schedule of Findings and Responses (Continued)
For the Year Ended June 30, 2015

Finding 2015-006 Internal Control over Purchasing Process

Criteria;

Effective internal control over purchasing process provides reasonable assurance that the expenses are properly
reported. Management or governing body approval of purchase orders is required for purchases that exceed
established limits according to City®s policy.

Condition:

In our internal control testing of the procurement process, we noted that the City did not utilize purchase order for two
of the recurring vendors as required by the decounting Department Procedures Manual.

Cause;

The lack of reviewing and monitoring process over purchasing process resulted in missing approvals.

Effect:

The City did not follow its purchasing pelicies and procedures.

Recommendation:

We recommended the City improve its internal control over purchasing process and ensute that purchases orders are
issued for all purchases requiring purchases crders.

Management View and Corrective Action Plan:

The City agrees with the finding. The City’s policies and procedures for Purchasing will be revised to improve its
internal control. City staff has been informed that the purchasing process will require that purchase reguisitions be
issued for all services and materials, This new procedure will be implemented as soon as staff is trained to use this
function on the Financial Software System. The requisitions will require department head/supervisor approvals
before a purchase order is issued,




City of Industry
Schedule of Findings and Responses {Continued)
For the Year Ended June 306, 2015

Finding 2015-007 Internsl Control over Payroll and Related Liabilities
Criteria:

Effective internal control over the personnel information and payroll process provides reasoneble assurance of the
completeness and accuracy of accounting records.

Condition:

During the Payroll Control Testing, we fioted an incorrect personal use percentage was used to caloulate the anto
allowance in calendar year 2014 for one of the City employees. A higher percentage was used, resulting in additional
auto allowanee.

We also noted that the Payroll Department maintains the payroll master file and that the Human Resources
Depattment does not have access to the payroll system. In addition, the Human Resources Department did not review
the changes made by the Payroll Department after new information was updated in the payroll system or in
MyCalPERS website, :

Cause;

Monitoring controls are not effective to detect incomrect auto allowance allocated to the City’s employee.
Furthermore, policies and procedures are not in place to ensure there is second review of the information input to the

system to provide mitigating comtrol,

Effect:

Incorrect auto aliowance was allocated to the City employee. In addition, payroll changes might be process
incorrectly due to lack of independent review by the Human Resource Department.

Recommendation:

We recommended the City strengthen its review processes over payroll process o ensure that they are thoroughly
evaluated, reviewed, and recorded in order to facilitate accurate record. We also recommended that payroll change
repott from payroll system and MyCalPERS be review by Human Resource department for each pay period to ensure
correct payroll or personnel change information are corrected reflected in the payroll system and in the CalPERS

database,
Management View and Corrective Action Plan:

The City agrees with this finding. The City’s policies and procedures for Payroll will be reviewed and necessary
improvements will be made to its internal control. Payrolt will need written documentation from Human Resources 10
make any changes to personnel information. In addition, the City will be implementing a Human Resources and
Payroll module to the City’s eurrent Financial Software System that will track personne] daia.
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ACCOUNTANTS & ADVISORS

February 19, 2016

To the Board of Directors
of the Successor Agency to Industry Urban-Development Agency
City of Industry, California

We have audited the financial statements the Successor Agency to Industry Urban-Development Agency (the “SA to
TUDA™), a component unit of the City of Industry, California (the “City”), for the year ended June 30, 2015, and have
issued our report thereon dated February 19, 2016. Professional standards require that we provide you with the
following information related to our audit.

Qur Responsibility under U.S. Generally Accepted Auditing Standards and Government Auditing Standards

As stated in our engagement letter dated September 24, 2015, our responsibility, as described by professional
standards, is to express opinions about whether the financial statements prepared by management with your oversight
are fairly presented, in all material respects, in conformity with U.S. generally accepted accounting principles. Our
audit of the financial statements does not relieve you or management of your responsibilities.

As part of our audit, we considered the internal control of the SA to ITUDA. Such considerations are solely for the
purpose of determining our audit procedures and not to provide any assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement,
we also performed tests of the SA to IUDA’s complianee with certain provisions of laws, regulations, contracfs, and
grants. However, providing an opinion on compliance with those provisions was not an objective of our audit,

Our responsibility is to plan and perform the audits to obtain reasonable, but not absolute, assurance that the financial
statements are free of material misstatement.

We have been engaged to report on the Schedule of Long-Term Debt, which accompany the financial statements but
are not RSI. Our responsibility for this supplementary information, as described by professional standards, is to
evaluate the presentation of this supplementary infonnation in relation to the financial staternents as a whole and to
report on whether the supplementary information is fairly stated, in all material respects, in relation to the financial
staternents as a whole,

Planned Scope and Timing of the Audit

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit involved judgment about the number of transactions to be examined and the areas to
be tested.

Our audit included obtaining an understanding of the entity and its environment, including internal control, sufficient
to assess the risks of material misstatement of the financial statements and to design the nature, timing, and extent of
further audit procedures. Material misstatements may result from (1) errors, (2) fraudulent financial reporting, (3)
misappropriations of assets, or (4) violations of laws or governmental regulations that are attributable to the entity or
to aets by management or employees acting on behalf of the entity.

We performed the audit according to the planned scope and timing previously communicated to you.

200 East Sandpointe Avenue, Suite 600, Santa Ana, California 92707
Tel: 949-777-8800 * Toll Free: 855-276-4272 * Fax: 949-777-8850
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To the Board of Directors

of the Successor Agency to the Industry Urban-Development Agency
City of Industry, California
Page 2

Significant Audii Findings:
Qualitarive Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by the SA to IUDA are described in Note 1 to the financial statements.

New Accounting Standards

(GASB has issued Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of GASBE
Statement No. 27). This Statement establishes standards for measuring and recognizing liabilities, deferred outflow
of resaurces, deferred inflows of resources, and expense/expenditures for pension plans. This Statement identifies
the methods and assumptions that should be used to project benefit payments, discount projected benefit payments
to their actarial present value, and attribute that present value to periods of employee service. This statement
became effective for periods beginning after June 15, 2014 and did not have a significant impact on the SA 1o
IUDA s financial statements for year ended June 30, 2015,

GASB has issued Statement No. 69, Government Combinations and Disposals of Government Qperation.
This Statement establishes accounting and financial reporting standards related to government combinations
and disposals of government operations. As used In this Statement, the term government combinations
includes a variety of transactions referred to as mergers, acquisitions, and transfers of operations This
statement became effective for perfods beginning after December 15, 2013 and did not have a significant
impact on the SA to IUDA’s financia) statements for year ended June 30, 2015.

GASB has issued Statement No, 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date — an amendment of GASB Statement No. 68, This statement establishes standards relates
to amounts associated with contributions, if any, made by a state or local government employer or
nonemployer contributing entity to a defined benefit pension plan after the measurement date of the
government's beginning net pension liability. This statement became effective for periods beginning afier
June 15, 2014 and did not have a significant impact on the SA to TUDA’s financial statements for year ended
June 30, 2015,

No other new accounting policies were adopted and the application of existing policies was not changed during 2015.
We noted no transactions enfered into by the SA to JUDA during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the proper

period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events. Certain
accounting estimates are particularly sensitive because of their significance to the financial statements and because of
the possibility that future events affecting them may differ significantly from those expected. The most sensitive
estimates affecting the SA to TUDA’s financial statetnents were:

*  Management’s estimate of the investment fair market vatue is based on information provided by the
State of California for its investinent in the Local Agency Investment Fund, based on market price
provided by Bank of America and US Bank, the trustee for investments in the commercial paper and
US Treasury Obligation, and investments held by bond trustee, We evaluated the key factors and
assumptions used to develop the investment falr market value in determining that it is reasonable in
relation to the financial statements taken as a whole.




To the Board of Directors

of the Successor Agency to the Industry Urban-Development Agency
City of Industry, Califarpia
Page 3

s  Management’s estimate of the depreciation on capital assets is based on the indusiry standard and past
experience on actual useful life of the asset groups. We evaluated the key factors and assumptions
used to develop the depreciation on capital assets in determining that i is reasonable in relation to the
financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial statement
users, The most sensitive disclosures affecting the financial statements were:

s+ Note I — Summary of Significant A ccounting Policies
= Note 2 — Cash and Investmenis

# Note 3 — Property Held for Sale or Disposition

s Note 4 — Bonds Payable

s Note 8 — Low and Moderate Income Housing

» Note 9 - Transactions with Related Pariies

s Note 1] — Subsequent Event

The financial statement disclosures are neufral, consistent, and clear.

Difficulties Encountered in Perforniing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and Tikely misstatements identified duoring the audit, other
than those that are clearly trivial, and communicate them to the appropriate level of management, Management has
corrected all such misstatements. In addition, none of the misstatements detected as a result of audit procedures and
corrected by management were material, either individually or in the aggregate, to each opinion unit’s financial

statements taken as a whole,
Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or avditing matter,
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditor’s report,
We are pleased to report that no such disagreements arose during the course of our audit,

Management Representations

We have requested certain representations from management that are included in the management representation
letter dated February 19, 2016.

Management Consultations with Other Independent decountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second oplnion™ on certain situations, If a consultation involves application of an accounting
principle to the governmental vnit’s financial statements or a determination of the type of auditer’s opinion that may
be expressed on those statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with other

accountants.




To the Board of Directors

of the Successor Agency to the Industry Urban-Development Agency
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Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards,
with management each year prior to retention as the governmeéntal wiit's auditors, However, fhese discussions
oceutred in the normal course of our professional relationship and our responses were not a condition to our retention.

Other Matters

We were engaged to report on the Schedule of Long-Term Debt, which accompany the financial statements but are
not RSI. With respect to this supplementary information, we made certain inquiries of management and evaluated the
form, content, and methods of preparing the information to determine that the information complies with accounting
princifiles generally accepted in the United States of America, the methéd of preparing it has not ¢hanged from the
prior period, afd the information is appropriate and complete in relation to our audit of the finaneial statements, We
compared and reconeiled the supplemeritary informiation to the underlying accounting Tecords used to. prepare the
financial statements or to the financial statements themselves.

Regfriction on Use

This infermation is intended solely for the use of the Board of Directors and managementi of the SA to TUDA and is
not intended 1o be, and should not be, used by anyone other than these specified parties.

Very truly yours,

S flus Gt T

Santa Ana, California
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CONTINUING ANNUAL DISCLOSURE REPORT

RELATING TO:

Successor Agency Bonds

1.

$33,815,000 City of Industry Public Facilities Authority 2015 Taxable Tax
Allocation Revenue Refunding Bonds, Series 2015A (Transportation-Distribution-
Industrial Redevelopment Project No. 2).

$239,525,000 City of Industry Public Facilities Authority 2015 Taxable Tax
Allocation Revenue Refunding Bonds, Series 2015A (Civic-Recreational-industrial
Redevelopment Project No. 1).

$7,140,000 City of Industry Public Facilities Authority 2015 Tax-Exempt Tax
Allocation Revenue Refunding Bonds, Series 2015A (Transportation-Distribution-
Industrial Redevelopment Project No. 2).

$7,230,000 City of Industry Public Facilities Authority 2015 Tax-Exempt Tax
Allocation Revenue Refunding Bonds, Series 2015A (Transportation-Distribution-
Industrial Redevelopment Project No. 3).

$249,770,000 City of Industry Public Facilities Authority 2015 Taxable Tax
Allocation Revenue Refunding Bonds, Series 2015B (Transportation-Distribution-
Industrial Redevelopment Project No. 2).

$37,425,000 City of Industry Public Facilites Authority 2015 Taxable Tax
Allocation Revenue Refunding Bonds, Series 2015B (Transportation-Distribution-
Industrial Redevelopment Project No. 3).

INTRODUCTION

This Supplemental Annual Repatt is filed pursuant to the Continuing Disclosure

Certificates adopted by the Industry Urban-Development Agency (the “Agency”) in
connection with the above-captioned seties of bonds (the “Bonds”), respectively, in
accordance with Securities and Exchange Commission Rule 15¢2-12.

CONTENT OF CONTINUINING ANNUAL DISCLOSURE REPORT
A, Audited Financial Statements

The Audited Financial Statements of the Agency for the Fiscal Year 2014-15 have

been filed on the Electronic Municipal Market Access (‘EMMA”") web portal.




B. Historical Assessed Values and Historical Receipts of Tax Levy in
Project Areas Nos. 1, 2,and 3

The following sets forth the historical assessed values and historical receipts of tax
levy in Project Areas Nos. 1, 2, and 3 for the fiscal year ended June 30, 2015.

2014-15
Secured
Land 2,078,462,515
Improvements 2,748,720,821
Personal Prop 65,265,767
Exemptions 14,239,454

Total Secured

4,878,209,649

State Assessed

Land 12,506,650
Improvements 496,529,657
Personal Prop 299,197
Exemptions -
Total State Assessed 509,335,504
Unsecured

Land -
Improvements 465,449,118
Personal Prop 578,806,545
Exemptions 894,000

Total Unsecured

1,043,361,663

Grand Total

Land 2,090,969,165
Improvements 3,710,699,596
Personal Prop 644,371,509
Exemptions 15,133,454
Grand Total 6,430,906 816
Base Year Value

Secured 286,003,022
Unsecured 154,720,264
Add HOX 28,000
Base Year Value 441,652,186
incremental Value 5,089,254 630




Historical Assessed Values and Historical Receipts of Tax Levy in Project Areas
Nos. 1, 2, and 3 (continued)

Historical Assessed Values in Project Area No. 1
Fiscal Year Ended June 30, 2015

Base Year Value

2014-15
Secured
Land $1,524,706,924
Improvemenis 1,758,227,693
Personal Prop 55,105,645
Exemptions 7,802,988
Total Secured 3,330,237,164
State Assessed
Land 12,202,320
improvements 466,529,657
Personal Prop 299,197
Exemptions -
Total State Assessed 509,031,174
Unsecured
Land -
improvements 362,226,496
Personal Prop 399,100,183
Exemptions 894,000
Total Unsecured 760,432,679
Grand Total
Land 1,636,909,244
Improvements 2,616,983,746
Personal Prop 454,505,025
Exemptions 8,696,998
Grand Total 4599,701,017

Secured 201,798,667
Unsecured 112,529,124
Add HOX

Base Year Value 314,327,791

Incremental Value

$ 4,285,373,226




Historical Assessed Values and Historical Receipts of Tax Levy in Proiect
Areas Nos. 1, 2, and 3 (continued)

Historical Assessed Values in Project Area No. 2

Fiscal Year Ended June 30, 2015

Secured
Land
Improvements
Personal Prop
Exemptions
Total Secured

State Assessed
Land

improvements
Personal Prop
Exemptions

Total State Assessed

Unsegured
Land
Improvements
Personal Prop
Exemptions
Total Unsecured

Grand Total
Land
Improvements
Personal Prop
Exemptions
Grand Total

Base Year Value
Secured
Unsecured

Add HOX

Base Year Value
Incremental Value

$

201413

326,604,582
693,087,269
1,236,314

1,021,828,165

239,680

239,680

62,719,002
84,953,077

147,672,079

326,844,162
756,706,271
86,189,391

1,169,739,824
42,328,261

7,013,840
7,000

49,349,101

$

1,120,390,723




Historical Assessed Values and Historical Receipts of Tax Levy in Project

Areas Nos. 1, 2, and 3 {continued)

Historical Assessed Values in Project Area No. 3

Fiscal Year Ended June 30, 2015

2014-15
Secured
Land 227,151,008
Improvements 296,505,959
Personal Prop 8,923,808
Exemptions 6,436,456
Total Secured 526,144,320
State Assessed
Land 64,750
Improvements -
Personal Prop -
Exemptions -
Total State Assessed 64,750
Unsecured
Land -
Improvements 40,503,620
Personal Prop 94,753,285
Exempfions -
Total Unsecured 135,256,905
Grand Total
Land 227,215,758
Improvements 337,009,579
Personal Prop 103,677,083
Exemptions 6,436,456
Grand Total 661,465,975
Rase Year Value
Secured 42,776,994
Unsecured 35,177,300
Add HOX 21,000
Base Year Value 77,975,294
Incremental Value 583,490,681




C.

Top Ten Taxable Prcperfy Owners in Project Areas Nos. 1,2, and 3

The following sets forth the top ten taxable property owners in Project Areas Nos.
1, 2, and 3 for the fiscal year ended June 30, 2015.

Asgessee Name
1 Walnut Creek Energy LLC
2 Industry EastlLand LLC
3 Fairway Subs LLC
4 Newage PHM LLC
5 JCC Califormia Properties LLC
& White Wave Foods Inc.
7 Quemet Co. WestLLC
8 Advor Realty Corporation
§ industrial Park Sub LLC ET AL
10 Alta Dena Certified Dairy inc.
Top Ten Property Owner Totals

Project Area Totfals:
Project Area herementai Vaiue:

Assessee Name
1 Walnut Creek Energy LLC
2 mdustry EastLand LLC
3 Fairway Subs LLC
4 Newage PHMLLC

5 JCC Califorria Properties LLC

§ White Wave Foods Ing,
7 Quemet Co. WestLLC
8 Advor Reatlty Corporation

9 Industrial Park Sub LLC ET AL
10 Alta Dena Cerlified Dairy Inc.
Top Ten Property Owner Totals

Proiect Area Totals:

Project Area incremental Value:

Assessee Name
1 Walnut Creek Energy LLC
2 Industry EastlLand LLC
3 Fairway Subs LLC
4 Newage PHMLLC
5 JCC Cafifomia Properties LLC
5 White Wave Foods Inc,
7 Quoamet Co. WestLLC
8 Advor Realty Corporation
9 Industrial Park Sub LLC ET AL
10 Alta Dena Certified Dairy Inc.
Top Ten Property Owner Totals

Project Area Totals:

Project Area ncremental Vaiue:

Securad
Project Area Value Parcels % of Secured Value
1.2,3 5 765,965,821 140 14.22%
1 508,400,000 1 9.44%
K 189,637,660 5 3.52%
1 135,539,513 18
1 87,729,125 7 1.63%
1 - ¢} 0.00%
1 80,957,084 4 1.50%
1 - 0 0.00%
3 48,349,138 2 0.90%
1 644721890 28 1.20%
5 1,880,800,632 205
b 5,387,545,153 3481%
$ 5100613231 36.88%
Unsecured
Value Parcels % of Unsecured Value
$ 971,553 8 0.00%
- 0 0.00%
203,919 1 0.02%
- 0 0.00%
18,869,869 2 1.82%
87,702,321 1 B.41%
- 0 0.00%
70,423,027 3 6.75%
18,080,634 6 1.73%
761,091 1 0.07%
§ 197,112,414 22
$  1,043,361,663 18.88%
$ 488,641,350 22.18%
Total
Value % of Total Value % of Incremental Value
3 766877474 11.92% 12.80%
508,405,000 791% 8.49%
189,741,579 2.95% 317%
135,538,513 2.11% 2.26%
106,698,994 1.66% 1.78%
87,702,321 1.36% 1.46%
80,957,084 1.26% 1.35%
70,423,027 1.10% 1.18%
66,429,773 1.03% 1.11%
65,233,281 1.01% 1.09%
§  2.078,003,048
% 6,430806,816 32.31%
% 5,089,254,630 34.70%




Top Ten Taxable Property Owners in Project Areas Nos. 1, 2, and 3 (confinued)

Top Ten Taxable Property Owners in Project Areas No. 1

Fiscal Year Ended June 30, 2015

Assessee Name

1 Walnut Creek Energy LLC

2 Puenle Hilis MallLLC

3 Majestic Realty Company, et. Al

4 JCC Califorria Properties LLC
Adcor Realty Corp/May Depl. Slores
Co.Macy's Wesl Stores Inc.

6 White Wave Foods Inc.

T Quemet Co. West LLC

§ Alta Dena Certified Dairy LLC

9 New Age Kaleldoscope LLEC

10 MGP Socal Industrial Concourse LLC

Top Ten Progerly Cwher Totals

Praject Areas No. 1 Totals:
Project Argas No. 1 ncremental Value:

Assessee Name

1 Walnut Creek Energy LLC

2 Puente Hills Mall LLC

3 Majestic Realty Company, et Al

4 JCC California Properties LLC
Adcor Realty Corp/May Dept. Stares
Co./Macy's West Stares Inc.

6 White Wave Foots Inc.

7 Quemet Co, West LL.C

8 Alta Dena Certified Dairy LLC

9 New Age Kaleidoscope LLG

10 MCP Socal Industrial Concourse LLC

Top Ten Property Owner Totals

Project Areas No. 1 Totals:

Project Areas No. 1 Incremental Valua;

Assessaa Name

1 Walnut Creek Energy LLC

2 Puente Hilis Mall LLC

3 Majestic Realty Company, et. Al,

4 JCCT California Progerties LLC
Adcor Realty Corp/May Dept. Stores
Co.Macy's West Stores Int.

& White Wave Foods Inc,

7 Quamet Co. WestLLC

8 Alta Dena Certified Dairy LLC

O New Age Kaleidoscope LLG

10 MCP Socal Industrial Concourse LLC
Top Ten Properly Owner Totals

Project Areas No. 1 Totals:
Project Areas No. 1 incremental Value:

Becured
Project Area Value Parcels % of Secured Value
1 $ 508,400,000 1 13.24%
1 189,537,660 5 4,94%
1 159,605,143 6 4.16%
1 135,539,513 17 3.53%
1 87,720,126 7 2.209%
i - 1} 0.00%
1 80,957,084 g 2.11%
1 - a (.00%
1 64,472,190 28 1.66%
1 50,000,000 2 1.30%
B 1276240715 100
§  3,839,268,338 33.24%
3 3,637,468,671 35.09%
Unsecured
Value Parcels % of Unsecured Value
3 - 0 0.00%
203,819 1 0.03%
- 0 0.00%
- 0 0.00%
18,969,869 2 2.49%
87,702,321 1 11.53%
- 0 0.00%
70,423,027 3 9.26%
761,091 1 0.10%
- 0 0.00%
5 178060227 8
$ 760,432,679 23.42%
$ 647,803,555 27 48%
Total
Value % of Total Value % of Incrementat Valus
$ 508,400,000 11.06% 11.86%
189,741,579 4.13% 4.43%
159,605,143 3.47% 3.72%
135,530,513 2.95% 3.16%
106,698,904 2.32% 2.48%
87,702,321 1.91% 2.05%
80,957,084 1.76% 1.89%
70,423,027 1.53% 1.64%
65,233,281 1.42% 1.62%
50,000,000 1.09% 1.17%
5 1,454,300,942
% 4,589,701,017 3.62%
$  4,285,373,226 33.84%




Top Ten Taxable Property Owners in Project Areas Nos. 1, 2, and 3 (continued)

Top Ten Taxable Property Owners in Project Area No. 2

Fiscal Year Ended June 30, 2015

Assessee Name
1 Majestic Realty Corp. et.al.
2 Unical Real Estate LLC
3 Grand Avenue Venture LLGC
4 Scannell Properties #57 LLC
§ Catellus Development Corp,
6 Santa Fe Pacitic Really Corp
7 lee Wang LLC
8 ELC Investinents LLC
ANB SGP CIF California LLC and AVB
Property LP
10 218 Machiin LLC
Top Ten Praperty Owner Totals

Project Areas No. 2 Totals:
Project Areas Ne.2 Incremental Value:

Assessee Name
1 Majestic Really Corp, et.al.
2 Unical Real Estate LLC
3 Grand Avenue Venture LLTC
4 Scanneli Properties #57 LLC
5 Catellus Devalopment Corp.
€ Santa Fe Pacific Reaity Corp
7 Lee Wang LLC
B ELC Investments LLC

AMB SGP CIF California LLC and AMB

Property LP
10 218 Machiin LLC
Tap Ten Property Owner Totals

Project Areas No. 2 Totals:

Project Areas No.2 Incremental Value:

Assessee Name

1 Majeslic Realty Corp, et.al.

2 Unical Reat Estate LLC

3 Grand Avenue Venture LLC

4 Scannell Properties #57 LLC

§ Gatelius Development Corp.

6 Santa Fe Pacific Realty Corp

7 Lee Wang LLC

8 ELC investments LLC
AMB SGP CIF California LLG and AMB
Property LP

10 218 Machlin LLC

Tup Ten Property Owner Tulals

Project Areas No. 2 Totals:
Project Areas No.2 ncremental Value:

Secured
Project Area Value Parcels % of Secured Value
2 $ 454,041,484 66 44.42%
P 35,800,000 2 3.50%
2 30,804,364 1 3.01%
2 28,512,029 1 2.89%
2 °8,584 120 5 2.80%
2 24,544,614 3 2.40%
2 21,537,212 1 211%
2 14,826,639 1 1.94%,
2 18,853,938 2 1.84%
2 16,888,344 k] 1.65%
§ 680,292,741 83
$  1,022,067,745 66.57%
$ 979,732,484 62.45%
Unsecured
Value Parcels % of Unsecured Value
$ - 0 0.00%
8,213,559 2 5.56%
- 4] 0.00%
- 0 0.00%
- ] 0.00%
- 0 0.00%
- 0 0.00%
- 0 0.00%
- 0 0.00%
- 0 0.00%
55715569 2
$ 147,672,079 5.56%
$ 140,658,239 5.84%
Total
Value %% of T otal Value % af Incremontal Value
$ 454,041,484 38.82% 40.53%
44,013,559 3.76% 3.93%
30,804,361 2.63% 2.75%
28,512,028 2.52% 2.88%
28,584,120 2.44% 2.55%
24544614 2.10% 2.19%
21,537,212 1.84% 1.92%
19,826,639 1.68% 1.77%
18,853,938 1.81% +.68%
16,888,344 1.44% 1.51%
5 BBBEUBI00
3 1,169,739,824 58,87%
k3 1,120,380,723 61.48%




Top Ten Taxable Property Owners in Project Areas Nos. 1, 2, and 3 (continued)

Top Ten Taxable Property Owners in Project Area No. 3

Fiscal Year Ended Juns 30, 2015

Assessee Name
1 Majestic Realty Co. et.al.
2 Quinn Group In¢.
3 8DC Towers Industrial Park ing,
4 Centralize Leasing Corp,
5 GFI California Realty LLC
6 Haralambbos Leasing Ce.
7 Sun Hing Properties L1L.C
8 Lee Kum Kee USA Foods fric.
9 Golden State Foods Corp.
10 Brook Property inc.
Top Ten Property Gwnar Totals

Project Areas No. 1 Totals:
Project Areas No. 1 Incremental Value:

Assessee Name
1 Majestic Realty Co. etal.
2 Quinn Group Inc.
3 SDC Towers Industrizl Park Inc.
4 Centralize Leasing Corp.
5 GF1 California Realty LLC
B Haralambbos Leasing Co.
7 Sun Hing Properties LLC
8 Lee Kum Kee USA Foods Inc.
9 Golden State Foods Corp.
1G Brogk Property Inc.
Top Ten Property Owner Totals

Project Areas No. 1 Totals:

Project Areas No. 1 Incremental Vatue: $ 100,079,605

Assessee Name
1 Majestic Realty Co. etal.
2 Cuinn Group nc.
3 8DC Towers Industrial Park inc.
4 Centralize Leasing Corp.
& GFt California Realty LLC
& Haralambbos Leasing Co.
7 Sun Hing Properties LLC
8 Lee Kum Kee USA Foods Inc.
4 Golden Siate Foods Corp.
10 Brook Property Inc.
Top Ten Property Owner Tetals

Project Areas No. 1 Totals:
Project Areas No. 1 Incremental Value:

Secured
Project Area Value Parcels % of Secured Value
3 $ 152,259,294 38 28.94%
3 48,349,139 2 9.19%
3 37,046,794 g
.3 - 0 0.00%
3 22,775,000 1 4,33%
3 17,274,039 1 3.28%
3 16,273,548 1 3.00%
3 8,737,842 1 1.66%
3 - 0 0.00%
3 13,436,700 1 2.56%
§ 316,152,366 54
$  B26,209,070 60.08%
4 483411,076 65.40%
Unsecured
Value Parcels % of Unsecured Value
% 671,563 8 0.72%
18,680,634 6 13.37%
- 0 0.00%
28,738,514 4 21.26%
- o} 0.00%
1,012,492 1 0.75%
553,035 1 0.41%
7,980,573 1 5.90%
14,417 258 2 10.66%
- 0 0.00%
$ 71,754,059 23
$ 135,256,905 53.05%
71.70%
Total
Value % ot Total Value % of Incremental Value
$ 153,230,847 23.17% 26.26%
66,429,773 10.04% 11.38%
37,046,794 5.60% 6.35%
28,738,514 4.34% 4.93%
22,775,000 3.44% 3.90%
18,286,531 2.76% 343%
16,826,583 2.54% 2.88%
16,718,415 2.53% 2.87%
14,417,258 2.18% 247%
13,436,700 2.03% 2.30%
& 387906415
$ 661,465,975 58.64%
$ 583,480,681 66.48%




D. Summary of Assessment Appeals

The following sets forth the summary of assessment appeals in Project Areas Nos.
1, 2, and 3 for the fiscal year ended June 30, 2015.

Total No. of Appeals from fiscal years 2010-11 to 201415

No. of Resolved Appeals
No. of Successfully Resoived Appeals
% Successful of Resolved Appeals

Hisloric Contested Valug

Historic Resoived Valuo

Variance

Average Reduction of Successiul Appeals

Current Conlested Valus 2014-15

% % Successf of Resolved Appeals

% Average Reduction of Successful Appeals
Est. Value Reduction for Tax Projection

Current Gontesled Value 2011-12 to 2014-15
¥ % Stccessiul of Resolved Appeals

x Average Reduction of Successful Appeals
Est. Value Reduction Tax Refung

Est. Tax Refund af 1%

Prolect Area No. 1
557

253
184
72727%

$  1,845828,016

Project Area No. 2
111

3
28
90.323%

$ 196,419,924

Project Area No. 3
133

a1
18
45341%

$ 163,907,880

_ 1,544,347.558 168,524,800 138,008,651
3§ (301,480,458) § _ {27,805,024) $  (27,699,329)
16.333% 14.202% 17.021%
1,214,807,233 83,347,810 99,316,016
72.727% 00.323% 48.341%
16.333% 14,202% 17.021%

§ 144,302,084 $ 10,691,330 3 7 533,984
4,61%,435,287 421,774 440 581,691,044
72727% 0.323% 45 341%
18.233% 14.202% 17.021%

§ 548,245,066 § 54,102,174 § 45,882,491
5,482 491 541,022 458,835

GCombinad
801

325
234
T1077%

$ 2,208,156,920

1,848,861,108

$ (357,274,811

18.184%

1,397 471,058
71.077%
16.194%

¢ 160,858,138

5,618,808,680
T107T7T%

16.184%
& 645,764,263
6,467,643




E. Historic Receipts to Levy Analysis

Historic Receipts to Levy Analysis in Project Area No. 1

Fiscal Year Ended June 30, 2015

2014-15
Reported Assessed Value:
Secured $ 3,330,237,164
State Assessed 509,031,174
Unsecured 760,432,679
Total Project Value 4,599,701,017
Less Base Value 314,327,791
Incremental Value 4,285 373,226
Tax Rate to Compute Tax Increment 1%
Computed Gross Tax Increment 42,853,732
Unitary Tax Revenue 419,537
Total Computed Levy 6,441,881
Gross Based on Collections Rate:
Secured Tax Increment 36,166,105
Unsecured Tax Increment 6,441,881
Unitary Tax Revenue 417,131
Total Tax Based on Collections Rate 43,025,118
Variance From Computed Levy $ 36,583,236
% Collected (Current Levy Only) 99.43%

Post-Dissolution Actual Gross Tax Increment Allocated:
T.I. Allocated
RPTTF Gross Allocation
RPTTF Gross Allocation

1,328,948,729
17,702,722
21,484,458

Post-Dissolution Allocated Levy $

39,187,180




Historic Receipts to Levy Analysis (continued)

Historic Receipts to Levy Analysis in Project Area No. 2

Fiscal Year Ended June 30, 2015

Reported Assessed Value:
Secured
State Assessed
Unsecured
Total Project Value
Less Base Value
incremental Value
Tax Rate to Compute Tax Increment

Computed Gross Tax Increment
Unitary Tax Revenue
Total Computed Levy

Gross Based on Collections Rate:
Secured Tax increment
Unsecured Tax Increment
Uritary Tax Revenue
Total Tax Based on Collections Rate
Variance From Computed Levy

% Collected (Current Levy Only)

Post-Dissolution Actual Gross Tax Increment Allocated:
T.l. Allocated
RPTTF Gross Allocation
RPTTF Gross Allocation

Post-Dissolution Allocated Lewy

201415

1,021,828,165
239,580
147,672,079

1,169,739,824

49,349,101

1,120,390,723

1.00%

11,203,907

59,688

11,263,595

9,790,760
1,405,640
59,648

11,256,048

(7,547)

99.93%

282,271,251
4,244,278
5,739,841

$

8,984,119




Historic Receipts to Levy Analysis (continued)

Historic Receipts to Levy Analysis in Project Area No. 3
Fiscal Year Ended June 30, 2015

2014-15
Reported Assessed Value:
Secured $ 526,144,320
State Assessed 64,750
Unsecured 135,256,905
Total Project Value 661,465,975
Less Base Value 77,975,294
Incremental Value 583,490,681
Tax Rate to Compute Tax Increment 1%
Computed Gross Tax Increment 5834,907
Unitary Tax Revenue 59,412
Total Computed Levy 5,894,319
Gross Based on Collections Rate:
Secured Tax increment 4,792,298
Unsecured Tax Increment 892,140
Unitary Tax Revenue 58,899
Total Tax Based on Collections Rate 5,843,337
Variance From Computed Levy $ (50,982)
% Collected (Current Levy Only) 99.14%
Post-Dissolution Actual Gross Tax Increment Aliocated:
T.I. Allocated 214,889,301
RPTTF Gross Allocation 2,474 357
RPTTF Gross Aliocation 2,773,267
Post-Dissolution Allocated Levy $ 5,247,624

Fiscal Year Ended June 30, 2015

F. The annual report regarding the total amount of Subordinate Pledged
Tax Revenues remaining available to be credited to the Redevelopment
Obligation Retirement Fund by the Successor Agency under the Redevelopment
Plan’s cumulative tax increment limitation, as well as future cumulative Annual
Debt Service with respect to the Local Obligations.

Due to the passage of SB 107, the cumulative tax increment limitation referenced
in the continuing disclosure has been eliminated with respect to the Bonds.







OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY

ITEM NO. 5.4




K\B VARNER&BRANDT.

CLIENT MEMORANDUM

TO: OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY
FROM: VARNER & BRANDT LLP

SUBJECT: TRANSMITTAL OF AUGUST 2, 2016 OVERSIGHT BOARD MEETING AGENDA ITEM #5.4
DATE: JULY 26, 2016

The following memorandum provides the members of the Oversight Board (“Oversight
Board”) to the Successor Agency to the Industry Urban-Development Agency (“Successor
Agency”) with pertinent information in order for each Board Member to make an informed
decision on the matters before the Oversight Board.

Agenda Item No.: 5.4

Subject: Approval of Purchase and Sale Agreement; Disposition of Property. Approval of
the Successor Agency’s execution of a purchase and sale agreement with Puente Hills Automotive
Services, Inc., a California corporation (the “Purchaser”).

Request by Successor Agency: Successor Agency requests that the Oversight Board approve the
execution of a purchase and sale agreement with the Purchaser concerning the sale and disposition
of certain real property located at 17723 Gale Avenue, City of Industry (the “Property”) and
identified as Asset No. 35 in the Successor Agency’s approved long-range property management
plan (“LRPMP*).

Legislative Authority of the Oversight Board.

1. California Health and Safety Code Section 34177(e): The Successor Agency must dispose
of assets and properties of the former redevelopment agency as directed by the Oversight
Board; provided, however that the Oversight Board may direct the Successor Agency to
transfer ownership of certain assets pursuant to Section 34181(a). The disposal of the
assets and properties is to be completed expeditiously and in a manner aimed at maximizing
value.

2 California Health and Safety Code Section 34177(h): The Successor Agency must
expeditiously wind down the affairs of the Former Agency in accordance with the direction
of the Oversight Board.

3. California Health and Safety Code Section 34181 (a): The Oversight Board must direct the
Successor Agency to dispose of all assets and properties of the former redevelopment



agency; provided, however that the Oversight Board may instead direct the Successor
Agency to transfer ownership of those assets constructed and used for a governmental
purpose, such as roads, school buildings, parks, police and fire stations, libraries, parking
facilities and lots dedicated solely to public parking and local agency administrative
buildings, to the appropriate public jurisdiction pursuant to any existing agreements
relating to this construction or use of such an asset. The Successor Agency must dispose
of assets and propetty expeditiously and in a manner aimed at maximizing vaiue.

4, California Health and Safety Code Section 34191.3: The disposition authority of the
Successor Agency and the Oversight Board under Sections 34177(e) and 34181(a),
respectively, is suspended, except as to transfers for governmental use, until the
Department of Finance has approved a long-range property management plan, at which
point the long-range property management plan will govern the disposition and use of real
property assets of the former redevelopment agency.

Application: The Successor Agency must dispose of assets and properties of the former
redevelopment agency in accordance with the direction of the Oversight Board. (HSC Sections
34177(e), 34181(a).) Approval of the Successor Agency’s LRPMP occurred on February 21,
2014. The LRPMP identifies the Property as a “For Sale” property. Any disposition of propetty,
whether governmental purpose or otherwise, must be done expeditiously and in a manner aimed
at maximizing value. (HSC Sections 34177(e), 34181(a))

The Property is identified as Property No. 35 on the LRPMP and consists of approximately 3.7
acres, improved by a 23,098 square foot auto dealership building that was constructed in 2009.
Mazda of Puente Hills currently occupies the Property pursuant to a 15-year lease, which lease
commenced on October 20, 2010. The Propetrty is within the Automobile Zone, which limits use
to providing automobile-related merchandise and setvices.

The Successor Agency originally retained Stephen G. White, MAI (“Appraiser”) to determine the
value of the Property. An appraisal was conducted on May 29, 2015 and a corresponding appraisal
report prepared by the Appraiser. A copy of the appraisal report was previously provided to each
member of the Oversight Board. The Appraiser determined the market value of the Property to be
within a range of $4,500,000 to 4,900,000.

Jim Rabe of Keyser Marston was provided with a copy of the appraisal report for review and
comment. Since the appraisal is over a year old, the Oversight Board members may consider
discussing and/or requesting an update from Successor Agency staff regarding whether there have
been any changes to the Property that may warrant an updated appraisal.

The Property is subject to a Lease dated October 20, 2010, originally executed by and between the
former redevelopment agency and Hitchcock Commercial Properties, L.P. (“Hitchcock™).
Hitchcock assigned its rights and interests under the Lease to Puente Hills Mazda, LLC (“PHM”)
pursuant to an Assignment of Lease dated September 22, 2011. Subsequently, PHM assigned its
rights and interests under the Lease to the Purchaser pursuant to an Assignment of Lease dated
Tune 1,2015. There is no indication that the Lease has been terminated by either party.




Article 22 of the Lease grants the Purchaser (as current tenant) the option to purchase the Property.
The option to purchase the Property may be exercised at any time during the Lease term and the
purchase price for the Property is the higher of (i) $7,500,000 or (ii) the fair market value of the
Property.

The Purchaser’s offer to acquire the Property for $4,500,000.00 appears inconsistent with the
purchase price required by Article 22 of the Lease. The fair market value, as determined by the
Appraiser, is a range of $4,500,000 to $4,900,000, which is less than the $7,500,000 required under
the Lease. Therefore, it appears the Purchaser (as the current tenant) must purchase the Property
for $7,500,000 not $4,500,000. The difference in price represents $3,000,000 in potential
uncollected sale proceeds. Notwithstanding, it is unclear if circumstances exist that permit the sale
of the Property outside of the terms of Article 22 of the Lease. The Oversight Board should
consider requesting further details and explanation from Successor Agency staff.

The proposed Purchase Agreement is consistent with previous agreements utilized by the
Successor Agency. The Purchaser submitted an initial $100,000 deposit with its bid for the
Property. The terms of the proposed agreement require the Purchaser to reimburse the Successor
Agency for the costs associated with the appraisal of the Property and the Successor Agency’s
legal fees, not to exceed $15,000.00. The sale of the Property is made on an “AS IS” basis and
includes a full release of claims and indemnity naming the Successor Agency and the Oversight
Board.




RESOLUTION NO. OB 2016-18

A RESOLUTION OF THE OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER
REDEVELOPMENT AGENCY OF THE CITY OF
INDUSTRY, APPROVING AND AUTHORIZING THE
EXECUTION OF A PURCHASE AND SALE AGREEMENT
FOR THE SALE AND DISPOSITION OF CERTAIN REAL
PROPERTY LOCATED AT 17723 GALE AVENUE, CITY OF
INDUSTRY, CALIFORNIA

WHEREAS, the Successor Agency to the Industry Urban-Development Agency was
formed in accordance with California Health and Safety Code Section 34173 (“Successor
Agency™); and

WHEREAS, the Oversight Board (“Oversight Board™) of the Successor Agency was
established pursuant to California Health and Safety Code Section 34179; and

WHEREAS, the Successor Agency must dispose of assets and properties of the former
redevelopment agency as directed by the Oversight Board pursuant to California Health and Safety
Code Section 34177(e); and

WHEREAS, the Oversight Board must direct the Successor Agency to dispose of all assets
and properties of the former redevelopment agency pursuant to California Health and Safety Code
Section 34181(a); and

WHEREAS, the Successor Agency is not permitted to dispose of any real property assets of
the former redevelopment agency, except governmental use assets, until the Department of Finance
(“DOF”) approves the Successor Agency’s long-range property management plan (“LRPMP”)
pursuant to California Health and Safety Code Section 34191.3; and

WHEREAS, on February 21, 2014, the DOF issued an approval notice approving the
Successor Agency’s LRPMP (“Determination Letter”); and

WHERFEAS, upon receiving DOF approval of the LRPMP, the LRPMP governs and
supersedes all other provisions relating to the disposition and use of real property assets of the
former redevelopment agency pursuant to California Health and Safety Code Section 34191.3; and

WHEREAS, the Successor Agency owns certain real property located at 17723 Gale
Avenue, City of Industry, which property is identified on the LRPMP as Property No. 35 as a “for
sale” property (the “Property™); and

WHEREAS, the Successor Agency intends to sell the Property to Puente Hills Automotive
Services, Inc. a California corporation (*Purchaser”) for a purchase price of $4,500,000.00, which
represents an amount within the range of the fair market value of the Property, as determined by
an appraisal performed by Stephen G. White, MAT on May 29, 2015, and




WHEREAS, the sale of the Property by Successor Agency to the Purchaser in accordance
with the terms of a purchase and sale agreement (the “Purchase Agreement™), a copy of which has
been made available to the Oversight Board for inspection and is attached hereto as Exhibit A; and

WHEREAS, the Oversight Board has determined that the approval of the sale and
disposition of the Property pursuant to the Purchase Agreement is consistent with the terms of the
approved LRPMP under Health and Safety Code Section 34181(a) and 34191.3, and is consistent
with the obligation of the Successor Agency to wind down the affairs of the former redevelopment
agency in accordance with California Health and Safety Code Section 34177(h); and

WHEREAS, California Health and Safety Code Section 34179(¢) requires the Oversight
Board to adopt resolutions for any action taken by the Oversight Board.

NOW, THEREFORE, BE IT RESOLVED by the Oversight Board as follows:

Section 1. Approval of Purchase Agreement; Disposition of the Property. The
Oversight Board hereby approves the sale and disposition of the Property in accordance with the
terms of the approved LRPMP and the Purchase Agreement.

Section 2. Authorization of Successor Agency. Upon approval of this resolution
(“Resolution”) by the California Department of Finance, the Oversight Board authorizes and
directs the Executive Director and/or Assistant Secretary of the Successor Agency, jointly and
severally, to execute and deliver the Purchase Agreement, in substantially the form made available
to the Oversight Board for inspection, and any and all other documents which they may deem
necessary or advisable in order to effectuate the approval of the Resolution.

Section 3. Delivery to the California Department of Finance. The Oversight Board
hereby authorizes and directs the Secretary of the Oversight Board to electronically deliver a copy
of this Resolution to the California Department of Finance in accordance with California Health
and Safety Code Section 34179(h).

Section 4. Other Actions. The Oversight Board hereby authorizes and directs the
Chairman, Vice Chairman and/or Secretary of the Oversight Board, jointly and severally, to do
any and all things and to execute and deliver any and all documents which they may deem
necessary or advisable in order to effectuate the purposes of this Resolution, and such actions
previously taken by such officers are hereby ratified and confirmed.

Section 5, Effect. This Resolution shall take effect in accordance with California
Health and Safety Code Section 34179(h).




PASSED, APPROVED AND ADOPTED by the Oversight Board at a duly noticed
meeting of the Oversight Board held on August 2, 2016, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:
By:
Santos H. Kreimann, Chairman
Oversight Board of the Successor Agency to the
Industry Urban-Development Agency
ATTEST:

Diane M. Schlichting, Secretary
Oversight Board of the Successor Agency to
the Industry Urban-Development Agency




RESOLUTION NO. OB 2016-18
ATTACHMENT A
PURCHASE AGREEMENT
[ATTACHED BEHIND THIS PAGE]




PURCHASE AND SALE AGREEMENT
AND ESCROW INSTRUCTIONS
17723 Gale Avenue, City of Industry

THIS PURCHASE AGREEMENT for the propetty located at 17723 GALE AVENUE,
CITY OF INDUSTRY, CA (this “Agreement”), dated as of July , 2016 (the “Effective
Date”) is entered into by and between the SUCCESSOR AGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY, a public body cotporate and politic, (the “Agency” ot
“Seller”’) and PUENTE HILLS AUTOMOTIVE SERVICES, INC., a California corpotation
(“Puente Hills Automotive” ot “Buyer”). The Agency and Puente Hills Automotive are hereinafter
sometimes individually referred to as a “party” and collectively referred to as the “parties.”

RECITALS

A. Agency is the owner of that certain real propetty located at 17723 Gale Avenue, City
of Industty, California, as mose particulatly described on Exhibit A attached hereto together with all
right, title and interest in and to all appurtenances and improvements (collectively, the “Property”).

B. The Propetty was leased to Hitchcock Commercial Prop erties, I.P pursuant to a lease
dated October 20, 2010 {the “Lease™), attached hereto as Hixhibit B.

C. Hitchcock Commercial Propetties, LP later assigned its interest in the Lease to
Puente Hills Automotive, LLC pursuant to an Assignment of Lease dated September 22, 2011 (the
“First Assignment of Lease™), attached hereto as Exhibit C.

D. Buyer curtently occupies the Property pursuant to an Assignment of Lease originally
dated June 1, 2015 (the “Second Assignment of Lease”), attached hereto as Exhibit D.

E. On June 28, 2011, the Governor signed into law ABX1 26, which provided for the
dissolution and winding down of redevelopment agencies throughout the State of California. AB X1
26 was subsequently amended by Assembly Bill 1484 (collectively, as amended, “Dissolation Act”).

I Pursuant to the Dissolution Act, the City of Industty elected to be the Successor
Agency to the IUDA to administes the dissolution and winding down of the IUDA. On February 1,
2012, pursuant to the Dissolution Act, the Agency was dissolved by operation of law, and, upon
dissolution, all assets, propetties and contracts of the IUDA, including the Property, wete
transferted, by opetation of law, to the Agency putsuant to the provisions of Health and Safety

Code § 34175 (b)-

G. Buyer desites to putchase the Property from Seller, and Selier desires to sell the
Propetty to Buyer on the terms and conditions contained in this Agreement.

NOW, THEREFORE, for valuable consideration, and subject to all terms and conditions
hereof, Buyer and Sellet agree as follows:

1. PURCHASE AND SALE. Pursuant to the terms and conditions contained in this
Agtreement, Seller hereby agrees to sell the Property to Buyet and, Buyer heteby aprees to purchase
the Property from Seller.




2. PURCHASE PRICE. The putchase ptice for the Property shall be Four Million
Five Hundred Thousand Dollars ($4,500,000.00) (the “Puzchase Price”), payable by Buyer to Seller
in cash at the Closing (as set forth in Section 7.1 below). Seller acknowledges that Buyer has
submitted with its bid to purchase the Property a §100,000.00 deposit. Upon the opening of
Escrow, Buyer shall deposit with Hscrow Holder an additional sum of Three Hundred Fifty
‘Thousand Dollars ($350,000.00), for a total Deposit of $450,000.00 1 the form of cetrtified or bank
cashier’s checks made payable to Escrow Holder ot by confirmed wire transfers of funds
{collectively, the “Deposit”). Upon delivety to the Hscrow Holder, the Deposit shall be invested by
Esctow Holder in an interest beating account acceptable to Buyer and Agency with all interest
accruing thereon to be credited to the Purchase Price upon the Close of Hscrow. Exceptas
otherwise provided hetein, the Deposit shall be applicable in full towards the Purchase Price upon
Closing. The Deposit shall be refundable to Buyer in the event of a termination of this Agreement
ptiot to Closing.

2.1 Closing Funds. Prior to the Close of Escrow, Buyer shall deposit ot cause to
be deposited with Esctow Holder, by a certified or bank cashiet’s check made payable to Hscrow
Holder or by a confitmed federal wire transfer of funds, the balance of the Purchase Price, plus the
Disposition Costs, plus an amount equal to all othet costs, expenses and protations payable by
Buyer hereunder.

3. ESCROW.

3.1 Opening of Bscrow, The Parties shall open an escrow after Sellet has
obtained all necessaty authotizations and approvals as set forth below in Section 4.2A. The Patrties
shall open 2n escrow at the offices of First American Title Insurance Company (“Escrow
Holdet). The principal office of the Escrow Holder for purposes of this Agreement is 18500 Von
Karman Avenue, Suite 600, Irvine, California 92612, Attention: Patty Beverly, Escrow Offices,
Telephone: (949) 885-2465, Fax: (877) 372-0260, Email: pbevetly@firstam.com. Upon mutual
execution of this Agreement, Buyer and Seller shall delivet a fully executed copy of this Agreement
to BEscrow Holder.

3.2 Closing Date. Esctow shall close within thirty (30) days, or less, after
satisfaction of the Conditions to Closing set forth in Sections 4.1 and 4.2. For pusposes of this
Agreement, the closing date (“Closing Date”) shall mean the date on which a grant deed conveying
the Property to Buyer is tecotded in the Los Angeles County Recordet’s Office.

4. CONDITIONS TO CLOSING.

41 Buyet’s Conditions to Closing. Close of Escrow and Buyer’s obligation to
putchase the Property putsuant to this Agreement are subject to the satisfaction of the following
conditions at or ptior to Closing:

Al Title. Buyer will be provided a preliminary title report prepated by
Escrow Holder for the Property (“Title Repott™). Buyer shall acquite the Property subject to all
exceptions described in the Title Report, together with all non-delinquent real property taxes and
assesstnents to be assessed against the Propetty, and the Lease (“Approved Exceptions”). At the
Closing, Seller shall deliver title to the Property to Buyer subject only to the Approved Exceptions.

o




B. Delivery of Deed. Seller shall have executed and deposited into
Esctow, for delivery to Buyer, the Grant Deed attached hereto as Iixhibit B.

C. Delivery of Assignment. The Parties acknowledge that the Lease,
upon close of Bscrow, shall become null and void and shall be of no futther effect.

D. Property. The condition of the Propesty shall be deemed acceptable
to Buyet upon inspection and environmental testing

E. Authorizations. Seller shall have obtained all authorizations and
approvals necessary to sell the Property.

If any of the above conditions to closing have not been met, Buyer may, upon written notice to
Sellet, cancel the esctow and tetminate this Agreement.

4.2 Seller’s Conditions to Closing. Close of Escrow and Sellet’s obligation to sell
the Property to Buyet pursuant to this Agreement, ate subject to the satisfaction of the following
conditions at ot ptior to Closing:

A, Authotization to Sell. Prior to the Closing, Seller shall have obtained
any and all authotizations and approvals necessary to sell the Property pursuant to the Dissolution
Act, including California Department of Finance approval of the Oversight Board resolution
approving the sale of the Propetty to Buyet on the terms and conditions set forth herein.

B. No Default. Buyer shall not be in material default of Buyer’s
obligations under this Agreement, including, but not limited to, Buyer’s obligation to deliver the
Purchase Price into escrow on or before the Closing Date. If the conditions above have not been
satisfied or waived by Seller at or before the Closing Date through no fault of Sellet, then Seller may,
upon written notice to Buyer, cancel the Escrow, tettninate this Agreement, and tecover any
documents delivered to the Bscrow Holder putsuant to this Agreement.

5. REPRESENTATIONS AND WARRANTIES.

5.1 Buyer hereby represents and wattants to Seller that (i) it has the legal
powet, right and authotity to enter into this Agreement and the instruments referenced herein, and
to consummate the transactions contemplated hereby; (i) all requisite action (cotpotate, trust,
pattnership of otherwise) has been taken by Buyer in connection with entering into this Agreement
and the instruments teferenced herein, and the consummation of the transactions contemplated
hereby; and {iii) no consent of any other party is required.

5.2 Fxcept as provided in Section 4.2A above, Sellet hereby represents and
watrants to Buyer that (i) it has the legal power, right and authotity to entet into this Agreement and
the instruments referenced herein, and to consummate the transactions contemplated hereby; (ii) all
requisite action (cotpotate, trust, partnership or otherwise) has been taken by Seller in connection
with entering into this Agreement and the instruments referenced herein, and the consummation of
the transactions contemplated hereby; and (iii) no consent of any other patty is tequired.




5.3 Except as disclosed on those reports set forth on Exhibit F attached heteto
(collectively, “List of Envitonmental Reports™), if any, Seller hereby represents and watrants that (1)
Seller has not released any Hazardous Matetials on the Property, (i) Sellet has no actual knowledge
of any release of Hazardous Matesdals (as defined below) on the Propetty, and (iii) Seller has not
teceived any notice of any violation of any law, ordinance, rule, regulation or order of any
governmental authority pertaining to the Property. For purposes of this Agreement, the term
“Hazardous Materials” shall mean any and ail of those matetials, substances, wastes, pollutants,
contaminants, byproducts, ox constituents which have been determined to be injutious to health or
the environment, including without limitation those designated as hazardous or toxic by any federal,
state or local law, ordinance, rule, regulation or policy, and any othet matesials, substances, wastes,
pollutants, contaminants, by-products or constituents requiring remediation under federal, state or
local laws, ordinances, rules, regulations or policies.

54 Seller heteby represents and watrants to Buyer that (i) except for the Lease,
there ate no other leases, options to putchase, rights of first refusal or contracts for lease ot sale of
the Propetty; and (ii) there ate no liens or claims against the Property other than the Approved
Hxceptions.

5.5 Seller hereby represents and wartants to Buyer that during the term of this
Agtreement Seller shall not, without Buyet’s prior written approval, create any new exceptions, liens,
claims ot encumbrances on the Property, modify the Lease ot entet into any other contracts which
will not be terminated on ot before Closing.

6. CONDITION OF PROPERTY. The Property shall be conveyed from the Seller
to the Buyer on an “AS IS” condition and basts with all faults and the Buyer agtees that the Seller
has no obligation to make modifications, replacements or imptovements thereto. Except as
expressly and specifically provided in this Agreement, the Buyer and anyone claiming by, through or
undet the Buyer hereby waives its right to recover from and fully and itrevocably releases the Seller,
the City of Industry (“City”) and the Oversight Board, and their respective officers, directors,
employees, representatives, agents, advisors, setvants, attorneys, Successors and assigns, and all
persons, fitms, corporations and organizations acting on the Agency’s, City’s ot Oversight Board’s
behalf (collectively, the “Released Parties”) from any and all claims, responsibility and /ot liability
that the Buyet may now have or heteafter acquite against any of the Released Parties for any costs,
loss, liability, damage, expenses, demand, action or cause of action asising from ot related to the
matters pertaining to the Property described in this Section 6. This release includes claims of which
the Buyer is presently unaware ot which the Buyer does not presently suspect to exist which, if
known by the Buyet, would materially affect the Buyet’s release of the Released Patties. If the
Propetty is not in a condition suitable for the intended use or uses, then it is the sole responsibility
and obligation of the Buyet to take such action as may be necessary to place the Property ina
condition suitable for development of the Project thereon. Except as otherwise expressly and
specifically provided in this Agreement and without limiting the generality of the foregoing, THE
AGENCY MAKES NO REPRESENTATION OR WARRANTY AS TO () THE VALUE OF
THE PROPERTY; (i) THE INCOME TO BE DERIVED FROM THE PROPERTY; (i) THE
HABITABILITY, MARKETABILITY, PROFITABILITY, MERCHANTABILITY OR FITNESS
FOR PARTICULAR USE OF THE PROPERTY; (iv) THE MANNER, QUALITY, STATE OF
REPAIR OR CONDITION OF THE PROPERTY; (v) THE COMPLIANCE OF OR BY THE
PROPERTY OR ITS OPERATION WITH ANY LAWS, RULES, ORDINANCES OR
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REGULATIONS OF ANY APPLICABLE GOVERNMENTAL AUTHORITY OR BODY;

(vi) COMPLIANCE WITH ANY ENVIRONMENTAL PROTECTION OR POLLUTION
LAWS, RULES, REGULATIONS, ORDERS OR REQUIREMENTS; (vii) THE PRESENCE OR
ABRENCE OF HAZARDOUS MATERIALS AT, ON, UNDER OR ADJACENT TO THE
PROPERTY; (viii) THE FACT THAT ALL OR A PORTION OF THE PROPERTY MAY BE
LOCATED ON OR NEAR AN EARTHQUAIKE FAULT LINE; AND (ix) WITH RESPECT
TO ANY OTHER MATTER, THE BUYER FURTHER ACKNOWLEDGES AND AGREES
THAT HAVING BEEN GIVEN THE OPPORTUNITY TO INSPECT THE PROPERTY AND
REVIEW INFORMATION AND DOCUMENTATION AFFECTING THE PROPERTY, THE
BUYER IS RELYING SOLELY ON ITS OWN INVESTIGATION OF THE PROPERTY AND
REVIEW OF SUCH INFORMATION AND DOCUMENTATION AND NOT ON ANY
INFORMATION PROVIDED OR'TO BE PROVIDED BY THE AGENCY,

THE BUYER HEREBY ACKNOWLEDGES THAT IT HAS READ AND 1S
FAMILIAR WITH THE PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 1542,
WHICH IS SET FORTH BELOW:

«A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASH, WHICH IF
KNOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR
HER SETTLEMENT WITH THE DEBTOR.”

BY INITIALING BELOW, BUYER HEREBY WAIVES THE PROVISIONS OF SECTION
1542 SOLELY IN CONNEC N WITH THE MATTERS WHICH ARE THE SUBJECT OF
THE FOREGOING WAIV AND RELEASES.

AW

The waivers and releases by the Buyer herein contained shall survive the Close of Escrow
and the recordation of the Grant Deed and shall not be deemed merged into the Grant Deed upon
its recordation.

7. CLOSING OF ESCROW.

7.1 Delivery of Documents and Payment. At or priot to Closing, Selier shall
deposit into Escrow a Grant Deed in the form attached hereto as Exbabit I, propetly executed and
acknowledged by Sellet, in favor of Buyer, containing the legal description of the Property and
subject only to the Approved Fxceptions. At or prior to Closing, Buyer and Seller shall have cach
deposited into Escrow any supplemental escrow instructions necessary to close this Escrow. Hscrow
Holder shall deliver to Seller the Purchase Price, when (1) Bscrow Holder holds, and is able to
recotd, the Grant Deed, (2) Escrow Holder is prepared to issue to Buyer the Title Pollcy as provided
in Section 7.2 below, and (3) the conditions specified in Section 4 have been satisfed or waived.

72 Title Insarance. At the Close of Escrow, Buyer shall abtain from Escrow
Holder a standard coverage American Land Title Association (“ALTA”) owner’s form policy of title
insurance in the amount of the Purchase Price insuring title to the Properry in the name of Buyer
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subject only to the Approved Exceptions and the standard printed exclusions from coverage of an
ALTA standatd title policy {*“Iitle Policy™).

13 Recordation and Delivery. At the Closing, Escrow Holder shall (1) forward
the Grant Deed to the recorder for recordation, and (2) deliver the Title Policy as provided in
Section 7.2, above.

7.4 Obligation to Refrain from Discrimination. The Buyer covenants and agrees
for itself, its successors and assigns, and for every successor in interest to the Property ot any patt
thereof, that there shall be no discrimination against or segregation of any person, or group of
persons, on account of sex, marital status, age, handicap, race, colot, teligion, creed, national otigin
ot ancestry in the sale, lease, sublease, transfer, use, occupancy, tenute ot enjoyment of the Property,
and the Buyer (itself or any petson claiming under or through the Buyer) shall not establish or
petmit any such practice ot practices of discrimination ot segtegation with reference to the selection,
location, number, use or occupancy of tenants, lessees, subtenants, sublessees, or vendees of the
Propetty ot any pottion thereof. Notwithstanding the foregoing, if and when the Buyer conveys the
Property to a third party after completion of the Improvements thereon in accordance with the
Agreement, the Buyer shall be relieved of any further responsibility under this Section as to the
Propetty so conveyed.

7.5 Form of Nondiscrimination and Nonsegregation Clauses. All deeds, leases

ot contracts for sale shall contain the following nondisctitnination or nonsegregation clauses:

A In deeds: “The grantee hetein covenants by and for himself or
herself, his ot her heirs, executors, administrators and assigns, and all persons claiming undet ot
through them, that thete shall be no disctiminadon against or segregation of, any person ot group of
persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision {tn} and
patagraph (1) of subdivision {p) of Section 12955, and Section 12955.2 of the California
Government Code, in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the
premises herein conveyed, not shall the Grantee himself or herself, or any petson claiming under or
thtough him or her, establish or petmit any practice ot practices of discrimination or segregation
with reference to the selection, location, number, use ot occupancy of tenants, lessees, subtenants,
sublessees or vendees in the premises hetein conveyed. The foregoing covenants shall run with the
land.

Notwithstanding the immediately preceding paragraph, with respect to
familial status, said paragraph shall not be construed to apply to housing for older petsons, as
defined in Section 12955.9 of the California Govemnment Code. With respect to familial status,
nothing in said patagraph shall be construed to affect Sections 51.2, 51.3, 51.4,51.10, 51.11, and
799.5 of the California Civil Code, relating to housing for seniot citizens. Subdivision (d) of Section
51 and Section 1360 of the California Civil Code and subdivisions {n), (o) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

B. In leases: “Ihe lessee herein covenants by and for himself or herself,
his or het heirs, executors, administrators and assigns, and all persons claiming under or through
hitm or her, and this lease is made and accepted upon and subject to the following conditions: That
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there shall be no discrimination against or segregation of any person ot gtoup of persons, on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the California Government
Code, as those bases ate defined in Sections 12926, 12926.1, subdivision (m) and patagraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the California Government Code, in the
leasing, subleasing, transfetring, use or occupancy, tenure ot enjoyment of the premises herein leased
not shall the lessee himself ot hetself, or any person claiming under or through him or her, establish
ot permit any such practice ot practices of disctimination oz segregation with reference to the
selection, location, aumber, use or occupancy of tenants, lessees, sublessees, subtenants or vendees
in the premises herein leased.

Notwithstanding the immediately pteceding patagraph, with respect to
familial status, said patagraph shall not be construed to apply to housing for older petsons, as
defined in Section 12955.9 of the California Government Code. With respect to familial status,
nothing in said patagraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and
799.5 of the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section
51 and Section 1360 of the California Civil Code and subdivisions (n), (0) and {(p) of Section 12955
of the California Government Code shall apply to said paragraph.”

C. In contracts: “The contracting patty or parties hereby covenant by
and for himself of hetself and their respective successots and assigns, that there shall be no
discrimination against ot segregafion of any petson ot group of petsons, on account of any basis
listed in subdivision (a) ot (d) of Section 12955 of the California Government Code, as those bases
are defined in Sections 12926, 12926.1, subdivision (m) and patagraph (1) of subdivision (p) of
Section 12955, and Section 12955.2 of the California Government Code, in the sale, lease, sublease,
transfer, use, occupancy, tenute or enjoyment of the premises, nor shall the contracting patty or
parties, any subcontracting party ot parties, or their respective assigns or transferees, establish ot
petmit anly such practice or practices of discrimination ot segtegation.

Notwithstanding the immediately preceding paragraph, with respect to
familial status, said paragtaph shall not be construed to apply to housing for older petsons, as
defined in Section 12955.9 of the California Government Code. With respect to familial status,
nothing in said patagraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and
799 5 of the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section
51 and Section 1360 of the California Civil Code and subdivisions (1), (o) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

7.6 Restrictive Covenant. In ordet to insure the Buyet’s compliance with the
covenants set forth in this Section 7 hereof, such covenants shall be set forth in the Grant Deed.
Such covenants shall tun with the Propetty for the benefit of the Agency and the Agency shall have
the right to assign all of its rights and benefits thetein to the Buyer.

7.7 Effect and Dutration of Covenants. The following covenants shall be binding
upon the Property and Buyer and its successors and assigns and shall remain in effect for the
following periods, and each of which shall be set forth with particulatity in any document of transfer
ot conveyance by the Buyet:




A The non-discrimination and non-segregation requirements set forth
in Section 7 shall temain in effect in perpetuity;

B. The maintenance tequitemnents set forth in the Industry Municipal
Code shall remain in effect for the petiod described therein, and;

C. Fasements to the Agency, City or othet public agencies for utilities
existing as of the execution of this Agreement, which shall remain in effect according to their terms.

D. The use requirement regarding using the Property in compliance with
the Industry Municipal Code and for any lawful purpose shall remain in effect in pespetuity.

8. BROKERS. Seller and Buyet heteby tepresent to each other that there are no
brokers, findets, or other persons entitled to a commission, finder's fee or other payment in
connection with this Agreement. Buyer and Sellet hereby agtee to indemnify, defend, protect, and
hold the other hattnless from and against any claims, labilities, or damages for commissions ot
findet's fees brought by any third patty who has dealt or claims to have dealt with the indemnifying
party pertaining to the Propetty.

9. FIRPTA. Seller warrants that it is not a foreign person or entity as defined in the
Foreign Investots Real Property Tax Act and prior to the close of escrow Seller will deposit an
affidavit certifying same. Escrow Holder’s duties pertaining to these provisions are limited to the
receipt from Sellet of such affidavit ptior to the close of escrow and delivery to Buyer of such
affidavit at the close of escrow.

10. GOVERNING LAW. This Agteement shall be construed and enforced m
accordance with the applicable laws of the State of California.

11.  PROPERTY TAXES. Buyer shall be responsible for any property or other taxes
assessed against the Property to the extent atttibutable to the period on ot after the Closing. Seller
shall be responsible for any property ot other taxes assessed against the Propetty to the extent
attributable to the period prior to the Close of Escrow.

12. CLOSING COSTS. Buyer and Seller shall split equally the documentarty transfer
taxes, customaty esctow fee and charges and recordation fees and the cost of the 'Title Policy. Any
endotsements to the Title Policy requested by Buyer shall be paid for by Buyer. Tenant rental
payments, teal property taxes and assessments (if any), utlity and other opetating costs of the
Property shall be prorated at Closing.

13, NOTICES. All notices ot other communications required ot petmitted hereunder
shall be in writing, and shall be personally delivered, sent by national overnight coutier service, sent
by facsimile transtnission, if also sent by one of the other methods provided in this Section, or sent
by registered or certified mail, first class postage prepaid, return receipt requested, and shall be
deemed received upon the eatlier of (i) the date of delivery to the addtess of the pesson to receive
such notice, (i) the date of the facsimile transmission, ot (jif) three (3) business days aftet the date of
posting with the United States Postal Service at the following addresses:
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To Buyer: Puente Hills Automotive Setvices, Inc.
Attn. David Marvin, President
17723 Gale Avenue
City of Industty, California 91748

To Seller: Successor Agency to the Industry Urban-Development
Agency
15625 Past Stafford Street, Suite 100
City of Industry, California 91744
Attention: Paul J. Philips, Executive Directot

with a copy to: James M. Casso
Casso & Sparks, LLP
13200 Crosstoads Parkway IN
Suite 345
City of Industry, CA 91746

Any party to this Agreement may change its address for receipt of notices by giving notice of
such change to the other party in the manner set forth in this Section. Neither the rejection of a
notice by the addressee or the mnability to deliver a notice because of a change of addtess for which
no change of address notice was received, shall affect the date on which such notice is deemed
received.

14. RECEIPT OF PROPERTY DOCUMENTS. Buyer will be provided and have
the opportunity to review the following documents:

14.1  The Title Repott; and
14.2  'The Environmental Reports.
15. MISCELLANEOUS.

15.1 Time. Time is of the essence of this Agreement with respect to each and
every provision hereof in which titne is a factor.

15.2  Entire Agteement. This Agreement, including the Exhibits attached hereto,
contains the entire agreement between the parties pettaining to the subject mattet heteof and fully
supersedes any and all priot agreements and understandings between the parties. No change in,
modification of or amendment to this Agreement shall be valid unless set forth in writing and signed
by all of the patties subsequent to the execution of this Agreement.

153  Fuorther Assurances. Each of the patties agtees that it will without further
consideration execute and deliver such other documents and take such other action, whethet prior
ot subsequent to the Closing Date, as tnay be reasonably requested by the other party to
consummate more effectively the purposes or subject matter of this Agreement.




15.4  Successors. Subject to the provisions of this Agreement, this Agreement
shall be binding upon and shall inute to the benefit of the parties hereto, and theit respective heirs,
executots, teptesentatives, successors and assigns.

15.5  Severability. In the event any provision of this Agreement shall be
determined by a coutt of competent jurisdiction to be invalid or unenforceable, such invalidity ot
unenforceability shall be effective only to the extent of such determination and sha]l not prohibit ot
otherwise render ineffective any other provision of this Agreement.

15.6  FExhibits. References herein to exhibits are to Exhibit A, Exhibit B,
Exhibit C, Exhibit D, Bxhibit E, and Exhibit F attached hereto, which exhibits are hereby
incorporated by reference.

15.7  Counterparts. This Agteement may be executed in counterparts, each of
which shall be deemed an original, but all of which together shall constitute one and the same
instrument. Signature pages may be detached from the counterparts and attached to a single copy of
this Agreement to physically form one document.
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IN WITNESS WHEREOF, Buyer and Seller have executed this Agreement as of the date
first weitten above.

SUCCESSOR AGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY

By:

Mark D. Radecki, Chaitman

ATTEST:

Cecelia Duniap, Deputy City Cletk

APPROVED AS TO FORM:

James M, Casso, Agency Counsel
PUENTE HILLS AUTOMOTIVE SERVICES,

'md A//I\;hnqn \P{'eszdent
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EXHIBIT A
LEGAL DESCRIPTION

THE LAND REFERRED TO HEREIN IS SITUATED IN THE STATE OF CALIFORNIA,
COUNTY OF LOS ANGELES, DESCRIBED AS FOLLOWS:

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF PARCEL MAP NO. 234, IN THE
CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS
SHOWN ON MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF
PARCEL MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY,
DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP
NO. 234, SAID POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF
GALE AVENUE, 62.00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE,
NORTH 81° 31' 24" WEST, 466,00 FEET TO THE TRUE POINT OF BEGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 31' 24" WEST, 150.24 FEET
TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHERLY AND HAVING
A RADIUS OF 70,00 FEET; THENCE WESTERLY ALONG SAID CURVE, THROUGH A
CENTRAL ANGLE OF 16° 33" 42", AN ARC DISTANCE OF 20,23 FEET; THENCE
TANGENT TO THE LAST MENTIONED CURVE, NORTH 64° 57" 42" WEST, 22.45 FEET
TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHERLY AND HAVING
A RADIUS OF 65.00 FEET; THENCE WESTERLY ALONG SAID CURVE, THROUGH A
CENTRAL ANGLE OF 16° 33' 42", AN ARC DISTANCE OF 18.79 FEET TO A POINT OF
TANGENCY WITH A LINE PARALLEL WITH AND 12.00 FEET NORTHERLY AS
MEASURED AT RIGHT ANGLES FROM SAID NORTHERLY LINE; THENCE ALONG
SAID PARALLEL LINE, NORTH 81° 31' 24" WEST, 140,00 FEET TO THE BEGINNING OF
A TANGENT CURVE CONCAVE NORTHEASTERLY AND A RADIUS OF 17.00 FEET;
THENCE NORTHWESTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE
OF 90° 00' 00", AN ARC DISTANCE OF 26.70 FEET; THENCE TANGENT TO THE LAST
MENTIONED CURVE, NORTH 08° 28' 36" EAST, 10.00 FEET TO THE BEGINNING OF A
TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A RADIUS OF 44.00
FEET; THENCE NORTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 36° 52' 12", AN ARC DISTANCE OF 28.31 FEET TO THE BEGINNING OF
REVERSE CURVE CONCAVE SOUTHWESTERLY AND HAVING A RADIUS OF 46.00
FEET, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 44° 39" 12" EAST;
THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 103°
50' 03", AN ARC DISTANCE OF 83.36 FEET TO ITS INTERSECTION WITH A LINE
PARALLEL WITH AND 3.24 FEET WESTERLY OF THE EASTERLY LINE OF SAID
PARCEL 18; THENCE ALONG LAST SAID PARALLEL LINE AND ITS NORTHERLY
PROLONGATION NORTH 08° 28' 36" EAST, 368.75 FEET TO ITS INTERSECTION WITIL
THE SOUTHERLY LINE OF THE UNION PACIFIC RAILROAD RIGHT-OF-WAY, 100,00
FEET WIDE, FORMERLY LOS ANGELES AND SALT LAKE RAILROAD, SAID POINT
OF INTERSECTION ALSO BEING IN A NON TANGENT CURVE CONCAVE
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NORTHERLY AND HAVING A RADIUS OF FEET, A RADIAL LINE THROUGH SAID
POINT BEARS SOUTH 18° 12' 39" WEST; THENCE SOUTHEASTERLY ALONG SAID
CURVE, THROUGH A CENTRAL ANGLE OF 03° 46' 33", AN ARC DISTANCE OF 380.88
FEET TO ITS INTERSECTION WITH THE NORTHERLY PROLONGATION OF THE
WESTERLY LINE OF THAT LAND DESCRIBED IN DEED TO SUBARU OF AMERICA
INC., RECORDED JUNE 29, 2007, AS INSTRUMENT N0.07-1568051 IN THE OFFICE OF
THE COUNTY RECORDER OF SAID COUNTY; THENCE ALONG SAID
PROLONGATION AND SAID WESTERLY LINE SOUTH 08° 28' 36" WES'T, 452.10 FEET
TO THE TRUE POINT OF BEGINNING.

CONTAINING 174,980 SQUARE FEET (4.0170 ACRES) OF LAND, MORE OR LESS.

APN: 8264-013-916
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EXHIBIT B
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LEASE
[17723 GALE AVENUE]

by and befween

THE INDUSTRY URBAN-DEVELOPMENT AGEN CY,
a public body, corperate and politic,
as Landlord

and

HITCHCOCK COMMERCIAL PROPERTIES, L.P.,
a California lmited partnership -
as Tenant
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LEASE
[17723 GALE AVENUE]

TIHIS LEASE [17723 GALE AVENUE] (the “Lease™) is dated and effective as of this
20" day of October, 2010 (“Commencement Date”) and is entered into by and between the
INDUSTRY URBAN-DEVELOPMENT AGENCY, a public body, corporate and politic,
(“Landlord”), and FITCHCOCK COMMERCIAL PROPERTIES, L.P., a California limited

partnership (“Tenant”).
RECITALS

A. Landlord is the owner of the land located in the City of Industry, County of Los
Angeles, State of California commonly known as 17723 Gale Avenue, City of Industry,
California that is more particularly described on Exhibit "A” attached hereto (said land and any
and all improvements now or hereafter located thereon are hereinafter collectively roferred to as

the “Premises”). :

B. Landlord and Tenant desirs to entor into a lease of the Premises, subject to and in
accordance with the terms and conditions hereinafter set forth.

: ARTICLE 1
TERMINATION OF MONTH-TO-MONTH TENANCY: NEW DEMISE OF PREMISES

1.1  Termination of Month-to-Month Tenancy. As & condition precedent to the
effectiveness of this Lease, Tenant shail have caused Puente Hills Automotive, a California

corporation, dba Mazda of Puente Hills ("Puente Hills Mazda”), o terminate that certain Lease
dated as of August 28, 2010 by and between Landlord and Puente Hills Mazda and to vacate the
premises subject thereto in & mannet reasonably satisfactory to Landlord.

1.2  Demise. Subject to the satisfaction of the condition contained in Section 1,1, ag
of the Commencement Date, Landlord hereby leases the Premises to Tenant, and Tenant hereby
Jeases the Premises from Landlord, subject in each. case to: (i) all covenants, conditions,
restrictions, casements and othet matters of secord and any other matters affecting title thereto
(including mattets visible upon inspection or that would be revealed by an ALTA survey), and
(i) the terms and conditions hereinafier set forth.

1.3 Condition of Premises. Landlord shall deliver the Premises broom clean and free
of debris on the Commencement Date, Tenant acknowledges that Tenant has mspected the
Premises and Tenant accepts the Premises in its existing condition, “AS IS”, without
representation or warranty {cxpress or implied) and subject to all defects and conditions, whether
patent or latent, and subject firther to all legal requirements such as taxes, asscssments, zoning,
use permit requirements and building codes, based solely on Tenant’s own inspection, analysis
and evaluation and not in reliance on any information provided by or on behalf of Landlord,
Landlord represents and warrants that as of the Commencement Date thers are no disposition and
development agresments or owner participation agreemients (“Agency Agreements”) affecting
fhe Premises which will or may affect the interests of the Tenarnt in, or the exercise of its rights
under, this Lease and any sach Agency Agreements previousty in effect have been terminated.
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ARTICLE 2
TERM

2.1  Term. The term of this Lease shall be for fifteen (15) years, commencing on the
Commencement Date and terminating at midnight on the date that is fiftcen (15) years thereafter,
unless sooner terminated in accordance with the terms hereof. As used herein, the term “Lease
Term” shall mean such 15 year term, as it may be extended pursuant to Section 2.2 below, and
the term “Lease Year” shall mean the twelve (12) month period commencing on the
Commencement Date and each successive twelve (12) month period thereafter during the term

liereof,

92 Options to Ixtend. Provided Tenant is not in default under any provision of this
Lease, as of the date Tenant delivers the applicable Extension Notice {(hereinafter defined) to
Tandlord or as of the date of the commencement of the applicable Extended Term (as hereinafler
defined), and Tenant has exercised all preceding options, then Tenant, may, at Tenant’s option,
extend the initial term of this Lease for two (2) additional periods of five (5) years each, subject
to all of the provisions of this Lease, The additional term or terms creaied hereby granted to
Tenant are hereinafter referred to as the “Extended Torm.” If Tenant elects to exercise any of
said options, it shafl do so by giving Landlord written notice of such election not earlier than 240
days and at least 180 days before the heginning of cach additional period for which the Lease
Term is to be extended by the exercise of such option. If Tenant exercises its option by giving
approprizte notice, the Lease Term shall be extended for the additional period covered by the
option so exercised without execution of an extension ot renewal lease,

23 Holdover. This Lease shall terminate without further notice at the expiration of
the Lease Term, Notwithstanding Landlord’s acéeptance of Rent (as hereinafter defined) after
expiration or any earlier fermination of the Lease Term, any holding over by Tenant shell not
constitute a renewal or extension of the Lease Term or give Tenant any rights in or to the
Premises. In the event that Tenant holds over, then the Base Rent (as hereinafter defined) shall
be increased to one hundred and fifty percent (150%) of the Base Rent applicable during the
month immediately preceding the expiration or earlier termination of the Lease Term. Nothing
contained herein shall be construed as a consent by Landlord to any holding over by Tenant.

'ARTICLE 3
RENT

3.1  BaseRent Tenantshall pay to Landlord, without deduction or offset, the
following base monthly rent for the Premises (the “Base Rent”), which shall be deemed fully
earned by Landlord when due (whether or ot then paid) and shall be absolutely non-refundable:

: . Monthly Base Rent
Lease Year 1 85,000
Lease Year 2 $5,000
Lease Year 3 $5,000
Lease Year 4 $23,417
Lease Year.5 $23,417
Lease Year 6 $25,417

2.
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Monthly Base Rent

. Lease Year 7 $25,417
Lease Year § ©$25,417
Lease Year 9 25,417
Lease Year 10 $25,417
Lease Year 11 $25,925
Lease Year 12 $26,443
Lease Year 13 $26,972
Lease Year 14 $27,512
Lease Year 15 $28,062

The Base Rent shall be due and payable without notice or demand on Qctober 30, 2010 in
an amount equal to the monthly Base Rent for Lease Year 1 prorated from the Commencement
Date to October 30, and in advance on the first day of each calendar month thereafter during the

Tease Term.

3.9  Base Rent Adjustments During Extended Terms. The monthly Base Rent shall be
adjusted on the first day of each FExtended Term (each, an “FMV Adjustment Date”) to fair
matket rent for the Premises (but which shall not in any event be less than the monthly Base Rent
payable during the Lease Year immediately preceding the commencement of sach Extended
Term) (the “Fair Rental Value™), with monthly Base Rent during each Extended Term farther
increased by two percent (2%) during cach Lease Year thereafter during each Extended Term.
At least sixty (60) days prior fo applicable FMV Adjustment Date, Landlord shall submit to
Tenant ‘n writing Landlord’s evaluation of the Fair Rental Value of the Premises. Within fifteen
(15) days after receipt of said evalnation, Tenant shall either (i) notify Landlord in writing of
Tenant’s agreement thereto, or (1L} submit to Landlord in writing Tenant’s good faith evaluation
of the Fair Rental Value of the Premises, If Landiord and Tenant agree upon the Fair Rental
Value of the Premises before forty (40) days prior to the applicable FMV Adjustment Date, then
the monthly Base Rent shall be adjusted as of the applicable FMV Adjustment Date to the Fair
Rental Value, If, however, Landlord and Tenant are not able to agree upon {he Fair Rental Value
of the Premises at least forty (40) days prior to the applicable FMV Adjustment Date, then on or
wefore thitty (30) days ptior to the applicable FMV Adjustment Date, the parties shall utilize the
“ollowing appraisal method for calenlating the Fair Rental Value of the Base Rent. Each of the
parties shall appoint an appraiser (who must have the “MAIL” designation and must have been
active in appraising commetcial property similar to the Premises in the City of Industry and/or
adjacent areas within the previous year) and give written notice of the name and address of such
appraiser fo the other party, The two appraisers thus appointed shall, within fifteen (15) days
after appointment of the last of the two appraisers {0 he appointed, appoint a third appraiser (with
the same credentials as the other appraisers) and give witten notice of the name and address of
such appraiser to Landlord and Tenant in the manner prescribed by this Lease for service of
notices, All appraisers appointed under this section shall also be, at the time of their
. appointment, members in good standing of the American Institute of Real Estate Appraisers.
Within ‘15 days after the appointment of the third appraiser, the three appraisers so named shall
conduct an independent appraisal of the Premises to determine its Fair Rental Value and the
applicable monthly Base Rent on the commencement of each Bxtended Term. The Fair Rental
Vaiue of the three appraisers shall be compared and the two closest in value shall bs
mathematically averaged with the third being disregarded. The result of such averaging shall be

3. .
12283-0007\1287976v7 doe




the Fair Rental Value npon which the monthly Base Rent ghall be based, Should either party,
Landlord or Tenant, fail to appoint an appraiser as required by this Section 3.2 within ien (10)
days after service on it of written demand to do go, the appraiser appointed by the other party
<hall act for both Landlord and Tenant. - The decision in writing of such appraiser shall, in such
event, be binding on both Landlord and Tenant and shall establish the Fair Rental Value of the
Premises for purposes of this Section 3.2. Should the two appraisers appointed respectively by
Landlord and Tenant fail, for any reason, to appoint a third appraiser within the time required by
this section, then either party may petition the Superior Court for the county in which said
premises are located to appoint the third appraiser.

Tandlord and Tenant shall each pay the fee and expenses incurred by the appraiser
appointed by each of them, and one-half of the fee and all expenses incurred by the third

appraiser.

Tf, for any reason (including, without limitation, a delay by Landlord in delivering to
Tenant Landlord’s evaluation of the Fair Rental Vatue of the Premises), the determination of the
adjusted monthly Base Rent is made after the applicable FMV Adjustment Date, Tenant ghall
continue to pay Base Rent at the rate applicable to the preceding Lease Year until the adjusted
monthly Base Rent is determined, and the Tenant shall, prompily after the determination of the
adjusted monthly Base Rent, pay any difference for the period affected by the adjustment.

33 Interest on Overdue Payments. All Rent and other sums of any nature that Tenant
fails to pay to Landlord when due under any provision of this Lease, ot that Landlord pays to any
third party on behalf of Tenant pursnant to any provision of this Leass, shall bear interest from
the date due fo Landlord or paid by Landlord, as applicable, at the lesser of (i) ten percent (10%)
per annum, accruing daily but not compounded, or (ii) the highest rate permiited by applicable
law. Such interest shall be payable immediately and without the necessity of any demand by
Landlord, The fact that Landlord is entitled to interest under this Section 3.3 shall not be
construed to excuso or mitigate any default by Tenant.

3.4  Definition of Rent. All monetary obligations of Tenant payable to Landlord
undsr the terms of this Tease, including but not limited to Base Rent, late charges, interest, |
insurance premiums, and taxes, are deemed to be rent herennder (collectively, “Rent”).

35  Address for Payments, All Rent shall be paid to Landlord in immediately
available fands at 15625 Rast Stafford Street, City of Industry, California 91744 and to the
altention of the Bxecutive Director, ot at such other address or to such other person as Landlord

designates.

3.6  Late Payment Charges, Tenant hereby acknowledges that the late payment by
Tenant to Landlord of rent and other sums due hereunder will cause Landloxd to incur costs not
contemplated by this Lease, the exact amount of which will be extremely difficult to ascertain,
Such costs nclude, but are not limited to, processing and accounting charges. Accordingly, if
Landlord or Landlord’s designee fails to receive any installment of rent or any other charge or
sum due from Tenant herounder within ten (10) business days after such amount shall be due,
and without any requirement for notice to Tenant, Tenant shall pay to Landlord, in addition o
interest accrued as provided in Seetion 3.3, a late charge equal to four percent (4%) of such

. i
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overdue amount, The parties hereby agree that such late charge represents a fair and reasonable
estimate of the costs Landlord will incur by reason of late payment by Tenant. Acceptance of
such late charge by Landlord shall not be construed to excuse or mitigate any default by Tenant,

37  Partial Payments of Rent. Landlord’s acceptance of a partial payment of Rent
shall not constitute a waiver of Landlord’s right to the balance of such payment, nor shall any
endorsement or statement on any check or any correspondence accompanying any check or
payment be or be deemed an accord and satisfaction, and Landlord may accept such check or
payment without prejudice to Landlord’s right to recover the balance of such Rent or {o pursue
any other right or remedy under this Lease.

ARTICLE 4
IMPOSITIONS

4,1  Impositions. Tenant shall pay and discharge prior to the date upon which they

may become delinguent, any and all real property taxes (including any increase in real property

 taxes resulting from any sale or changs in ownership of the Premises), assessmenis, rates,
charges, license fees, municipa} liens, levies, excises, or imposts, whether general or special, or
ordinary or extraordinary, of every name, nature and kind whatsoever, including all
governmental charges of whatsoever name, nature or kind which may now or hereafter be levied,

 assessed, charged or imposed against or which may become 2 lien or charge upon the Premises
or any part thereof, or npon Tenant’s estate or possessory interest therein hereby created or upon
Landlord by reason of its ownership of the fee undetlying this Lease (collectively,
“Impositions™). Landlord shall have no obligation to pay or discharge any Imposition or any
penalties or interest resulting from late payment. Landlord may at any time, in its discretion, pay
any Toposition that Tenant fails to pay when and as due, including, in Landlord’s discretion, any
fees, penalties and charges assessed by reason of Tenant’s failure to make timely payment, in
which case Tenant shall reimburse Land!ord within five (5) business days after receipt of
Landlord’s written request for reimbursement. Tenant shall indemnify and hold Landlord and
the Premises and any improvements now or hereafter on the Premises, free and harmless from
any liability, Joss, or damage resuiting from any Impositions required by this Lease to be paid by
Tenant and from all inferest, penalties, and other sums imposed thereon and from any sales or
other proceedings fo enforce collection of any such Impositions. Landlord shall indemnify and
Thold Tenant free and harmless from any lability, loss, or damage resulting from any Impositions
and from al} interest, penalties, and other sums imposed thereon, and from any sales or other
proceedings to enforce collection of any such Trapositions, which relate to tax years or portions
thereof prior to the Commencement Date.

42  Proration of Fmpositions. All of the Impositions which shall relate to a fiscal year
duting which the Lease Term shall commence or terminate, shall be prorated between Landlord
and Tenant as of the commencement or termination date, as applicable.

43  Bvidence of Payment. Within fifteen (15) days after written request of Landlord,
Tepant shall obtain and deliver to Landlord evidence of payment of all Impositions, including,
without Hmitation, receipts or duplicate receipts. :
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4.4 Assessment Disiricts. If any governmental entity or agency shall undertake
pursuant (o state or local law to create an improvement or special assessment district, the
proposed boundaries of which include any portion of the Premises, neither Tenant nor Lendlord
shall support the same without the prior written consent of the other party. In the ovent Tenant
or Landlord receives any notice or other information relating to the proposed creation of any
such district, such party shall immediately advise the other party in writing of such receipt and
shall provide the other party with a copy of such notice or informatian. In the event that any
such improvement or assessment district is created, all Impositions arising therefrorn which are
due or payable during the Lease Term shall be paid by Tenant; provided, however, if Landlord
has the option to elect that any Imposition related to such a special improvement ot assessment
district be payable in instaliments, then Landlord shall malce such election, and Tenant shall only
be required to pay such installments as shall become due and payable during the Lease Term
appropriately prorated as provided in Section 4.2.

4.5  Personal Property and Business Taxes, Throughout the Lease Term, Tenant shall
pay and discharge, when and as the same become due, directly to the taxing authority, all taxes,
assessments, fees and other charges imposed or levied upon any personal property of Tenant
situated in, on or about the Premises, upon the business operated by Tenant thereon, and the
income of Tenant derived therefrom, Tenant shall use comimercially reasonable efforts to cause
such taxes, assessments, fees and other charges to be levied or assessed sep arately from the

Pramises.

4.6  Utilities. Tenant shall pay, as and when due, all charges for utilities, including,
without limitation, water, sewer, oil, gas, telephore, electricity and public utilitics (hereinafter
collectively referred to as “utilities”) incurred by Tenant in connection with its or any ofher’s use
of the Premises. No interruption in any utilities shall result in an abatement of Rent hereunder or
entitle Tenant to terminate this Lease, except to the extent such interruption is directly caused by
Landlord or any of its officers, employees, agents or contractors. In addition, Tenant shall pay
any and all fees or other charges for the installation of or connection to oil, gas, electricity, water,
telephone, sanitary sewer, storm or drainage sewer, and any and all other utilities as Tenant may
require for its intended use of the Premises.

47  Inclusion of Additional Fees as Impositions. Tf at any time during the Lease Term
there shall be assessed or imposed (i) a tax or assessment, except any net income tax, on'the rents
received by Landlord in connection with the Premises, (if) a tax or assessment measured by or
based in whole or in part upon the value of the Premises and imposed upon Landlord or (jii) a
license fee, tax or assessment measured by the rent payable under this Lease, then all such taxes,
assessments or fees shall constitute Impositions, and Tenant shall pay and discharge the same
and take action regarding such Impositions as provided in this Article 4.

4.8  Payment of Impositions in Installments. If, by law, any Imposition is payable, or
may at the option of the payor be paid, in installments, Tenant may pay the same in such
installments as those insfallments respectively bacome dute and before any fine, penalty, interest
or cost may be added thereto for the nonpayment of any such installment and interest. Tenant
shall only be required to pay such installments as shall become due and payable during the Lease
Term, appropriately prorated as provided in Section 4.2,

b
122830007\ 287976v7 Boc




4.9  Right to Contest. Tenant shall have the right to context, oppose, or chject to the
amount o validity of any Tmposition and may in good faith diligently conduct at its sole cost any
necessary proceedings to prevent or void or reduce the same; provided that, Tenant shall give
Landlord written notice or its election to contest any Imposition, which notice shall be given at
least thirty (30) days befors any delinquency could ocour; and provided further, that no such
contest, opposition or objection shall be continued or maintained after the date vpon which the
Tmposition at which it is directed becomes delinguent unless Tenant has met one of the following

provisions.

(a)  Paid such Imposition under protest priox to its becoming
delinquent; or

(b)  Obtained and maintained 2 stay of all proceedings for enforcement
and collection of the Imposition by posting such bond or other matfer as may be required by law

for such a stay.

Landlord shall not be required to join in amy proceeding or contest by Tenant unless the
provisions of any law require that the proceeding or contest be brought by or in the name of
Landlord, In that case, Landlord shall join in the proceeding or confest or permit it to be brought
in Landlord’s name, but only if (i) such action shall be conducted without cost, expense or
liability to Landlord, and (if) no special lien, charge or Tmposition upon the Premises may arise
solely by virtue of such proceeding or contest.

410 Proof of Compliance. Tenant shell furnish to Landlord, no later than thirty (30)
days after the date when any Imposition would become delinquent, receipts or other appropriate
evidence establishing the payment of that Impositior.

411 Possessory Inferest Taxes, NOTICE UNDER CALIFORNIA REVENUE AND
TAXATION CODE SECTION 107.6: The possessory interest created by this Lease may be
subject to taxation, and Tenant (in whom such possessory interest is vested) may be subject to
payment of such possessory interest taxes. Tenant hereby agrees to pay all such POSSEssory
interest taxes prior to delinquency. :

ARTICLE 5
NET LEASE

This Lease is a “trple-net” lease and all Rent shall be paid to Landlord absolutely net of
costs and expenscs that relate in any way fo the Premises, including, without limitation, any and
all Impositions and any and all maintenance, yepaiz, utility and operation costy, and that Tenant
will pay all such costs and expenses unless otherwise expressly provided in this Lease.

ARTICLE 6
PERMITS AND APPROVALS

6.1 Governmental Approvals. Tenant acknowledges and agrees that it shall be the
responsibility of Tenant to obtain, at Tenant’s sole cost and expense, any and all governmental
approvals, including, but not limited to, all permits, Heenses, variances, zoning changes, which
arc required by any governmental or regulatory authority in connection with the construction,
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use, ocoupancy or operation of the Premises (hereinafter referred to collectively as
“Governmental Approvals”).

6.2  No Representations, Except as otherwise specifically set forth in this Leass,
Landlord makes no representations or warranties concerning the Premises or any matters with

respect thereto,

ARTICLE 7
MAINTENANCE, REPAIR AND ALTERATIONS

7.1  Maintenance and Repair,

7.1.1 Maintenance by Tenant. Tenant shall at il times during the Lease Term,
and at Tenant’s own cost and expense, keep and maintain the Premises (including all structural,
non-structural, interior, exterior, landscaped areas, systems, equipment, facilities, driveways,
parking lots, fences, and sigus) in good order, condition and repair (whether or not the portion of
the Premises requiring repairs, or the means.of repairing the same, are reasonably or readily
accessible to Tenant, and whether or not the need for such repairs ocours as a result of Tenant's
use, any prior use, the clements, or the age of such portion of the Premises). Tenant's
maintenance obligations shall include restorations, replacements and renewals when necessary to
keep the Premises and all improvements thereon in good order, condition and repair, Tenant
shall, during the Lease Term, keep the exterior appearance of the improvements Jocated on the
Premises in a first-class condition consistent with the exterior appearance of other sirnilar
facilities of comparable age and size in the vicinity, including, when necessary, exterior
repainting, In keeping the Premises in good order, condition and repair, Tenant shall exercise
and perform good maintenance practices, specifically including the procurement and
maintensnce at Tenant’s expense of service contracts for HVAC equipment, any boiler and
pressure vessels, fire protection systems, landscaping and irrigation systems, and the roof and
drains, each with a contractor specializing and experienced in the maintenance of the applicable
equipment or improvements. Tenant shall provide Landlord with a complete and correct copy of
each such service contract and any arnendments thereto, Tenant’s maintenance obligations under .
this Section 7.1.1 shall not be constined as limiting any right or requirement expressly provided
for elsewhere in this Lease for Tenani to alter, modify, demolish, remove or replace any
improvement. No deprivation, impairment or limitation of use resulting from any event or work
contemplated by this Section 7.1.1 shall entitle Tenant to any offset, abatement or reduction in
Rent not to any termination or extension of the Lease Term.

71.2 Requirements of Governmental Agencies. At all times doxing the Lease
Term, Tenant shall, at Tenant’s own cost aud expense:

(8)  make all alterations, additions, or repairs to the Premises
(including the improvements o1 the Promises) required by any law, ordinance, statute, order, or
regulation now or hereafter in effect or made or issued by any federal, county, local, or other

governmental agency or entity;
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(b)  observe and comply with ell laws, ordinances, statutes, orders, and
regulations now or hereafier in effect or made or issued respecting the Premises by any federal,
county, local, or other governmental agency ox entity; and

(¢)  indemnify, defend and hold Landlord and the property of
Landlord, including the Premises, free and harmless from any and all Habilities, losses, damages, -
fines, penalties, claims, and actions resulting from Tenant’s failure to comply with the
requirements of this Section 7.1.2.

7.1.3 Landlord’s Obligations. Except as otherwise specifically set forth in this
Lease, it is intended by the parties hereto that Tandlord have no obligation, in any manner
whatsoevér, to modify, alter, improve, repair or maintain the Premises or any improvements
located thereon, all of which obligations are intended to be those of Tenant. It is the intention of
the parties hercto that the terms of this Lease govemn the respective obligations of the parties as
‘to maintenance and repair of the Premises and the making of improvements or alterations
required by law, and they expressly waive the henefit of any law, rule, regniation, statute or court
decision now or hereafter in effect to the extent it is inconsistent with the terms of this Lease,
Tenant shall have no right to make repairs, improvements or alterations at the expense of

Landlord.

7.2  Compliance with Applicable Requirements, Tenant, shall, at Tenant's sole
expense, fully, diligently and in a timely manner, comply with all applicable laws, building
codes, regulations, ordinances, rules, directives, covenants, or restrictions of record, the
reqhirements of any applicable fire insurance underwriter or rating bureau, and the
recommendations of Landlord's engineers and/or consultants which relate in any manner fo the
Premises or any improvetnents located thereon (collectively, “Applicable Requirements”),
without regard to whether such Applicable Requirements are now in effect or become offective
hereafter. Tenant shall, within 10 days after receipt of Landlord’s written request, provide
Landiord with copies of all permits and other documents, and other information evidencing
Tenant's compliance with any Applicable Requirsments specified by Landlord, and shall
Immediately upon receipt, notify Landlord in writing (with copies of any documents involved) of
any threatened or actual claim, nofice, citation, warning, complaint or report pertaining to or
" involving the failure of Tenant or the Premises or any improvements located thereon to comply
with any Applicable Requirements. ‘

73  Alterations Generally. Hxcept as otherwise expressly required hereunder, Tenant
may not make improvements, additions or alterations to the Premises (“Alterations™) except for
those Alterations fn which the estimated cost of the proposed Alterations in any one instance
does not exveed Fifty Thousand Dollars (3 50,000.00), without Landlord’s prior written consent;
provided, however, Landlord shall consent to Alterations reguired by Tenant’s franchisor subject
to Tenant’s satisfaction of the conditions set forth in this Section 7.3. Tenant’s right to perform
such Alterations shall be subject to Landlord's receipt of plans and specifications therefor and
satisfaction of the following additional cenditions:

7.3.1 No Alterations shall be undertaker until Tenant shall have procured and
paid for, so far as the same may be requited, from time to time, all permits and authorizations of
all governmental authorities having jurisdiction.

9.
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7372  All Alterations shall be reasonably putsued to co‘mplation and donein
workmantike manner and in compliance with all applicable permits and authorizations and all

applicable laws.

73.3 Before any work of demolition of construction 1s commenced, Tenant
shall notify Landlord of Tenant’s intention to commence any Alterations in or to the Premises or
other Improvements at least twenty (20) business days before commencement, Landlord shall
have the right to post and keep posted thereon notices of non-responsibility or such other notices

which Landlord may deem to be proper for the protection of Landlord’s interest in the Premises.

7.3.4" Tenant shail indemnify, defend and hold Tandlord and its agents and
employees harmless from and against all claims, Tiabilities, damages, costs and expenses
{including without limitation, attormeys® fees) arising out of or with respect to Hens for labor or
materials supplied or claimed to be supplied in connection with Alterations done by or for .
Tenant, Should Tenant fail to fully discharge or remove or post a bond against any such lien
within the time provided for in Section 14.1.5, Landlord, at its option, may remove such lien by
payment of the sum claimed or bonding. Any amotnts so paid by Landlord, together with
inferest thereon at a rate of ten percent (10%) per annum from the time of payment until
repayment, shall be repaid by Tenant within ten (10) business days after written demand by

Landlord.

735 Prior to making any Alferations, Tenant and Tenant’s subcontractors and
agents shall obtain Workers® Compensation and Builder’s Risk and Liability Insurance (each
reasonably acceptable to Landlord) covering all persons employed in connection with such
demolition or construction and with respect to whom death or bodily injury claims could be
asserted against Landlord, Tepant or the Premises, '

7.3.6 Upon the substantial completion of any Alteration, Tenant shall promptly
prepare and deliver to Landlord, at Tenant’s cost, a complete sot of as-built plans showing the
Alterations as constructed:

. 737 Landlord’s review and approval of Alterations or plans therefor shall not
constitute an assumption of any liability for the design, engineering ot structural integrity of the
Alterations proposed to be erected or performed by Tenant, or congtitute a waiver of any perniits
or approvals required from Tandlord in its capacity as a governmental entity (as opposed to its
capacity as the Landlord imder this Lease).

74  Local, Stato and Federal Laws. The Tenant shall cairy out the construction of all
Alterations, repairs and maintenance of the Premises in conformity with all applicable laws,
including all applicable federal, state and local occup ation, federal and local prevailing wage
laws, safety and health laws, rules, regnlations and standards. Without limiting the foregoing,
Tenant shall construct or cause all Alterations, repairs and maintenance of the Premises to be
undertaken in full compliance with all applicable provisions of state, federal and local prevailing
wage laws and public bidding requirements and all rules and regulations promulgated pursuant
thereto, including, without limitation, the prevailing wage laws of the State of California set forth
in the California Labor Code, Division 2, Part 7 and California Code of Regulations, Title 8.
 Tenant agrees to indemmify, defend and hold Landlord harmless from and against any cost,

~10-
12233-0007\1287976v7.doc




expense, claim, charge or Hability relating to or arising directly or indirectly from any breach by
or failure of Tenant or its contractor(s) or agents to comply with such laws, rules or regulations,
The provisions of this Section 7.4 shall survive the expiration of the Lease Term or the earlier
termination of this Lease. Pursuant to California Labor Code Section 1781, the Landlord hereby
states and, Tenant hereby acknowledges, that all Alterations and work associated with the repair
and maintenance of the Premises to be undertaken by the Tenant with respect to the Premises is
“public work” (as defined in California Labor Code Section 1720) to which California Labor
Code Section 1771 applies, and the Tenant hereby agrees if shall cause all work related to
Alterations, repair and matntenance of the Premises to be performed as “public work” as
 required by California Labor Code Sections 1720 and 1771. Prior to the commencement of all

work associated with such AMerations, repair or maintenance, Tenant shall obtain and cause to be
in full force and effect and filed with the Landlord a payment bond for any contract 1o which
Tenant is a party providing for all or any portion or portions of said work (including without
limitation work of any subcontractors on the Premises) in a form reasonably acceptable to the
Landlord, the payment provisions of which bond shall be in conformity with the applicable
 requirements of California Civil Code Section 3247 and 3248; provided, however, that unless

otherwise required by law to assure that Landlord shall hear no responsibility or liability for
Tenant’s failure to comply with the provisions of this Section 7.4, Tenant shall not be required o
obtain and maintain such payment bond for Alterations, repair or maintenance, the cost of which
is less than Fifty Thousand Dollars ($50,000.00).

75  Ownership of Improvements. All Alferations made by Tenant under this F.ease
shall be owned by Tenant during the Lease Term, but shall become the property of Landlord
upon the expiration of the Lease Term or earlier termination of this Lease. Tenant shall not be
required to remove any Alterations made to the Premises during theL.ease Term and in
accordance with the terms of this Lease upon the expiration of the Lease Term.or earlier

termination of this Lease. :

ARTICLE 8
INSURANCE

81  Thsurance. Tenant shall maintain or cause to be maintained, at ifs sole cost and
expense, the following insurance with respect to the Premises:

8.1.1 Liability Insurance. Broad form comprehensive coverage policy of public
liahility insurance issued by an insurance compamy acceptable to Landlord and authorized to
issue liability insurance in the State of California and having a rating of not less than “A-13" as
set forth i the then current Best’s Insurance Guide, insuring Tenant and Landlord against loss or
liability caused by or connected with Tenant’s occupation, use, disuse, or condition of the’
Premises under this Lease in amounts not less than: T

(a)  Three Million Dollars ($3,000,000) for injury to or death of one
person and, subject to such limitation for the injury or death of one person, of not less than Six
Million. Dollars ($6,000,000) for irjury or death to two or reore persons & a result of any one
accident or incident; and
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(t)  Two Million Dellars {$2,000,000) for damage to or destruction of
any property of others. All public Tigbility isurance and property damage insurance shall insure
performance by Tenant of the indemnity provisions of this Lease. Landlord shali be named as

additional insured on each insurance policy required by this Section 8.1.1, and such policies shall
contain cross liability endorsements.

8172 TFire and Cagualiy Insurance. Fire and casualty insurance covering all
buildings, improvernents, Tenant’s personal property and other improvenients on the Premises,
as well as any and all additions thereto, in an amount equal to their actual cash, full replacement
value (as defined below), issued by an insurance company suthorized to issue such insurance in
the State of California and having a rating of not less than “A-13" a5 set forth in the then current
Best’s [nsurance Guide, and insuring against loss or destruction by fire and the perils commonly
covered under the standard extended coverage endorsement to fire insurance policies in the
geographic area in which the Premises ate located, Each insurance policy shall be issued in the
names of Landlord and Tenant, as their interests may appeat. Bach insurance policy shall
provide that any loss payable under such nsurance shall be payable in frust to Landlord as loss
payee, Any proceeds received because of a loss covered by such insurance shall be used and
applied in the manner required by Section 9.2, On termination of this Lease, such insurance
policy ot policies, all ights thereunder and any insurance proceeds shall be assigned to Landlord
at Landlord’s election; provided, howevez, that Landlord shall reimburse Tenant for any

wnearned premiums that Tenant prepaid for the year m which this Lease is terminated and for the
years after this Lease is terminated,

213 Worker’s Compensation Insurance, Worker’s Compensation insurance
covering all persons employed by Tenant in the conduct of Iis business on the Premises as
required by law and reasonably acceptable to Landlord.

82  Increase in Insurance Coverage. Not more frequently than each two (2) years, if,
in the reasonable opinion of Landlord, the amount of public liability and property insurance
coverage at that time is not adequate, Tenant shall increase the insurance coverage as rcasonably

required by Landlord.

83  Specific Perils to Be Insured. Notwithstanding anrything to the contrary contained
in Section 8.1.2, the insurance required by Section 8.1 2 shall, whether or not included i the
standard extended caverage endorsement meutioned in Section 8.1.2, insure all improvements
and other structures on the Premises, as well as any and all additions thereto, against loss or
destruction by windstorm, explosion, riof, Tiof atfending a strike, civil commotion, acts of
terrotism, sabotage or other warlike acts, malicious mischief, vandalism, aircraft, fire, smoke
damage and sprinkler leakage. Furthermore, the insurance required by Section 8.1.2 during the
construction of any improvements to the Premises or the replacement of any fmprovements
located thereon shall have course of construction, vandalism, and malicious mischief clauses
aitached insuring that during construction and all rmaterials delivered to the Premises for their
actual cash full replacement value. For putposes of this Section 8.1.4, the “full replacenent
value® of any building or other improvements to be insured shall be determined by the company
igsuing the insurance policy at the time the policy is initlally obtained. Every two (2) yoars
thereafier, either party hereto shall have the right to notify the other party hereto that it elects to

have the replacement value redetermined by any insurance company. The redetermination shall
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be made promptly in accordance with the rules and practices of the Board of Fire Underwriters,
or a like board recognized and generally accepted by the insurance company, and each party
shall be promptly notified of the resulfs by such company. The insarance policy or policies shall
be adjusted accordingly to reflect the redetermined value,

84  Deposit of nsurance with Landlord. Tenant shall deliver to Landloxd a complete
and correct copy of cach insurance policy required by this Article 8 concurrently with Tenant’s
execution of this Lease and promptly thereafter when any such policy is replaced, rewritten or
renewed. All insurance policies required by express provisions of this Lease shatl be
nonassessable and shall contain language to the effect that (a) any loss shall be payable
notwithstanding any act or negligence of Landlord that might otherwise result in the forfeiture of
the insurance, (b) that the insurer waives the right of subropation against Landlord, and (c) the
policies are primary and non-contributing with any insurance that may be carried by Landlord.

85  Notice of Cancellation of Insurance, Hach insurance policy required by this
Article 8 shall contain a provision that it cannot be cancelled ot materially changed for any
reason unless 30 days’ prior written notice of such cancellation or change is given to Landlord in
fhe manner required by this Lease for service of notices on Landlord by Tenant. '

86  Unavailability of Coverage. Notwithstanding anything to the contrary contained
in this Article 8, should insurance coverage meeting all the requirements sct forth in this
Article 8 be unavailable due to circwmstances beyond the control of Tenant, Tenant and Landlord
shall agree as to substitute coverage which ghall to the greatest extent possible meet the
requirernents set forth in this Article 8; provided that any substitute coverage shall niot be less
than insurance coverage available to and actually cbtained for comp arable commercial facilities

in the State of California.

87  Right of Landlord to Obtain Insurance. Prior to the Commencement Date, and
thereafter not less than thirty (30) days priot to the expiration date of each policy theretofore
furnished pursuant to this Asticle 8, Tenant shall deliver to Landlord, in the manner required for
notices, copies or certificates of all insurance policies required by this Lease or, alternatively,
proof acceptable to Landlord that such insurance has been or will be obtained prior to the
Commencement Date or the expiration date of such policies, as applicable. If Tenant fails ot
refuses to procure or to maintain insurance as required by this Lease, or fails or refises to furnish
Landlord with proof:acceptable to Landlord that the insurance has been or will be procured
within five (5) business days following Landlord’s demand for such proof, Landlord shall have
the right, at Landlord’s election, to procure and maintain such insurance, in addition to all other
rights and remedies Landlord may possess on account of such default. The preminms paid by
Landlord in such event shall be treated as Rent due from Tenant to be paid on the first day of the
next month following the date on which the premiums were paid. Landlord shall give prompt
notice of the payment of such premiums, stating the amounts paid and the names of the insurer or
imsurers to whom such premiums were paid.
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ARTICLE S
DAMAGE AND DESTRUCTION

91  Tenant’s Duty to Restore Premises. Should, at any time during the Lease Term,
any buildings or improvements now or hereafter on the Premises be destroyed in whole or in part
by fire, theft, the elements, or any other cause not the fault of Landlord, Tenant, at Tenant’s own
cost and expense, shall repair and restore the damaged or destroyed buildings or improvetnents
according to the original final plans and specifications therefore or according to any modified
plans and specifications that provide for improvements consistent in terms of size, design and
‘quality with the original buildings and improvements, Tf the work of repair and restoration does
not require the issuanee of any building permit or other permit from governmental authorities or
the preparation of plans, then such work shall be commenced by Tenant within sixty (60) days
after the damage or destruction occurs and shall be completed as soon as possible and in any
event within nine (9) months afier such work is commenced. If the wark of repair and
restoration requires the issuance of any building pertuit or other permit from governmental
authorities or the preparation of plans, then such work shall commence within thirty (30) days
after the last to occur of obtaiming of fhe necessary petinit or permits or the preparation of plans
and shall be completed as goon as possible and in any event within nine (9) months after such
work is commenced. The Landlord and Tenant agree thaf events or conditions may preclude in
some instances the immediate making of permanent repairs. The Landlord and Tenant agree that
in those instances Tenant shall make interim repairs that will protect the improvements from
further deterioration and permit the continued use of the Premises to the extent possible for the
purposes for which they were demised, In such event Tenant, upon demand, shall provide
Landlord sufficient information for Landlord to satisfy itself that the time for making permanent
repairs must be extended as reasonable beyond the time limits specified hereinbatore, No .
deprivation, impairment or imitation of use resulting from any event ot work contemplated by
this Section 9.1 shall entitle Tenant to any offset, abaternent or reduction in Base Rent or to any
termination or sxtension of the Lease Term. Notwithstanding the foregoing, if at any time
during the last six (6) months of the Lease Term there is damage for which the cost to repair
exceeds two month’s Base Rent, Tenant may terminate this Lease cffective sixty (60) days
following the date of ocemrence of such damage by giving a written termination notice fo
Landlord within thirty (30) days after the occurrence of such damage.

92  Application of Insurance Proceeds. Any and all fire or other insurance proceeds
that become payable at any time during the Leasc Tetm because of damage to or destruction of
any buildings or improvements on the Premises shall be paid to Landlord and shall be disbursed
to Tenant upon Tenant’s submission to Landlord of reasonable documentation evidencing
Tenant's commitment to restare the Premises and shall be used toward the repair, restoration and
replacement of damaged or destroyed buildings or improvements in the manner required by
Section 9.1; provided, however, that any fire or other insurance proceeds remaining after the
repait, restoration, reconsiruction and/or replacement of the damaged or destroyed buildings or
improvements has been completed to the satisfaction of Landlord (the “Remaining Insurance
Proceeds™) shall be allocated betwoen Tenant and Landlord as follows:

. 9.2.1 that percentage of the Remaining Insurance Proceeds which equals the
percentage of the unexpired portion of the Lease Term, at the time thé repair, restoration,
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reconstruction and/or replacement of the damaged or destroyed buildigs has besn completed,
shall belang to and be the sole property of Tenant; and,

9,22 that percentage of the Remaining Insurance Pro ceeds which equals the
. percentage of the expired portion of the Lease Term, at the time the repair, restoration,
" teconstruction and/or replacement of the damaged or destroyed buildings has been completed,
shall belong to and be the sole property of Landlord.

93  Landlord’s Rights of Bntry. Landlord and Landlord’s agents shall have the right
to enter at reasonable hours aftet prior notice of the time and place of entry into and upon said
portions of the Premises as necessary for the purpose of ascerfaining that the improvemenis on
the Premises are kept and maintained in good condition and repair, and that the terms of this

Lease are observed,

0.4  Walver of Statutory Provisions. The provisions of this Lease, including this
Article 9, constitute an express agreement between Landlord and Tenant with respect to any and
all damage to, or destruction of, all or any part of the improvements on Premises, and any statute '
or regulation of the state in which the Premises are Tocated, including, without limitation,
Sections 1932(2) and 1933(4), and 1941 and 1942 of the California Civil Code, with respect to
any rights or obligations concerning damage ox destruction in the absence of an express
agresment between the parties, and any other statute or regulation, now or hereafter in effect,
shall have no application to this Lease or any damage or destruction to all or any part of the
improvements on the Premises.

ARTICLE 10
EMINENT DOMAIN

10.1 Total Taking. If (@) the whole of the Premises shall be taken in any Condemnation
Proceedings (as defined below), or (ii) if a portion of the Premises shall be taken as to make it
uncconomic for Tenant to use the remaining portion for the purposes permitted by this Lease, or
(ifi) if access to the Premises is substantially impaired as & result of any taking (a “Total
Taking”), then this Lease shall terminate and expire on the date of surender of possession of the
Prenyises, or such portion thereof, to the condemning zuthority, Tenant shall continue to pay the
Rent hereunder and, in all other respects, observe and perform all of the terms, covenants,
agreements, provisions, conditions and limitations of this Lease to be observed and performed by
Tensnt until the date of surrender of possession. “Condemnation Proceeding” shall mean the
. sxercise of any power or right of eminent domain or condemnation by those authorized to
exercise such right, or any conveyance of the Landlord’s interest in the Premises under threat of
condemnation by those authorized fo exercise such rights, Landlord agrees that it shall not
initiate a Condemnation Proceeding affecting the Premises during the Lease Term without
Tenant’s reasonable approval,

102  Partial Taking, If only a part of the Premises shall be permanently taken, and the
taking of such part does not make it uneconomic to use the remaining portion thereof for the then
current use of the Premises (a “Partial Taling”), Tenant may have the right to terminate this
Lease upon thirty (30) days’ prior written notice to Landlord, but not later than thirty (30) days
of such taking. If Tenant does not terminate this Lease, and a portion of the Premises is taken,
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Landlord shall make any repairs necessary to restore the fimctionality of the remaining Premises
(but only to the extent Landlord receives proceeds therefore from the condemning anthority), and
Rent shall be abated with respect to the part of the Premises taken,

103 Tomporary Taking, Ifthe temporery use of the whole or any part of the Premises
shall be faken by any Condemnation Proceeding for a period of not more than one hundred
twenty (120) consecutive days (a “Temporary Taking”), (i) Tenant shail give prompt notice
thereof to Landlord, (i) the Lease Term shall not be rednced oz affected in any way, (1if) Rent
shall be abated 1o the extent Tenant’s use or occupancy of the Premises is impaired during the
period of the Temporary Taking, (iv) except to the extent prevented by reason of any order of the
condemning authority, Tenant shall continue to perform and observe all of the other covenands,
conditions and agrsemerts of this Lease to be performed or observed by Tenant; and (v) Tenant
chall be entitled to receive from the award (if any) made by the applicable government authority,
any amounts awarded for the temporary loss of use of the Premises by Tenant.

10.4 Entitlement to Condemnation Award. Condemnation awards and/or payments
shall be governed by and allocated between Landlord and Tenant in accordance with the

provisions of California law.

10.5 Reasonable Cooperation. In the event any action is filed to condemn the )
Premises, the improvements thereon, Tenant’s leasehold estate or any part thereof, by any public
or quasi-public authority under the power of eminent domain, or in the event that any action is
filed to acquire the temporary use of the Land, the improvements thereon, Tenant’s leasehold
estate or any part thereof, or in the event that any such action is threatened or any public or
quasi-public authority communicates to T.endlord or Tenant its desire to acquire the Land, the
improvements thereon, Tenant’s leasehold cstate or any part thereof, or the temporary use
thereof, by a voluntary conveyance or transfer in licu of condemnation, then each party shall give
prompt notice thereof o the other afier such paity obiains actual knowledge of same, Both
parties agres to reasonably cooperate in a commeteially reasonable and timely manner with the
ofher party fo maximize any award. No agreement, seitlement, conveyance or transfer to or with
the condemning authority shall be made without the consent of Landloxd.

10.6 Waiver, Landlord and Tenant agres that the terms of this Lease shall govern the
offect of any Total Taking, Partial Taking or Temporary Taking and heteby watve the provisions
of any present or future law, rule, regulation, statute or court decision, including, without
Jimitation, Section 1265.130 of the California Code of Civil Procedure, to the extent inconsistent

herewith.

. ARTICLE 11
LANDLORD’S ACCESS AND INFORMATION

11.1 Inspections. Tenant will permit Landlord and ils authorized agents and
representatives to enter the Premiscs at all yeagsonable times for the purposes of protecting
Landlord’s interest in the Premises and investigating whether Tenant is complying with this
Lease upon at least forty-efght (48} hours® prior written nofice to Tenant, .
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11.2  Showing Premises. Landlord shall also have the right to enfer the Premises
during reasonable business hours for the purpose of exhibiting the same 10 prospective
purchasers or mortgagees, or during the last ninety (90) days of the Lease Term, for the putpose
of showing the same to prospective tenants, provided that any such entry shall cause as little
disturbance to Tenant as reasonably practicable, and Tenant receives at least twenty-four (24)
hours’ prior written notice from Landiord,

ARTICLE 12
USE

12.1 Use. Subject to Article 6 above, at the Commencement Date, Tenant shall use the
Premises solely for automobile sales, leasing, rentals, storage, and servicing and all related or
comparable uses thereto associated with a Mazda dealership (“Approved Use™), with Lessee
permitted to change the Approved Use during the Lease Tetm to a new car dealership franchise
with a major manufacturer reasonably aceeptable to Landlord (“Permitted Use™). Tenant shall
not use the Premises for any use, other than the Approved Use or a Permitied Use, without the
prior written consent of Landlord, which consent may be granted or withheld in Landlord’s sole

and absolute discretion.

129 Mammer of Use. Tenant agrees that it will use the Premises in such & manner 50 as
not to unreasonably interfere with or infringe upon the rights of occupants of land surrounding
the Premises. Tn 1o event shall Tenant use or permit the use of the Premises in any manner
which (a) creates a nuisance Or an unreasonable annoyance to persons outside the Premisés,

(b) violates any law or other use restriction recorded against the land constituting the Premises,

(c) or constitutes waste.

123 Compliance with Law, Tenant shall, at its sole cost and expense, prompily
comply with ali laws, statutes, rules, ordinances, orders, and governmental regulations, or
requirements now in force or which may hereafter be in force relating fo or affecting the
Premises (including, but not limited to, applicable changes in the building and safety codes), and
the cleanliness, safety, occupancy and use of the Premises,

12.4 Right to Contest. Tenant, at its sole cost and expense, may contest the validity or
application of any law by appropriate procecdings conducted in good faith and with due
diligence, and may defer compliance therewith pending such contest; provided that, (i) Tenant -
has secured Landlord’s written consent fo such contest, which consent shall not be unreasonably
withheld, (ii) such contest will not result in the imposition of any lien or charge on or against the
Premises and will not place Landlord in danger of any civil or criminal liability, and (iii} Tenant
has farnished snch security, if any, as may be required in the procesdings or reasonably
requested by Landlord.

12.5 Continuous Operafion, Tenant shall continnousty operate the Premises for an
Approved Use or Permitted Use and be open for business at all times during the Lease Term.
Notwithstanding the foregoing, the Tenant may cease operation of the Premises and be closed for
business for no more than forty-five (45) days in the aggregate during any Lease Year (the
“permitted Period”). Legal holidays recognized in the State of California, periods of time
reasonably required to maintain, repair or replace the Premises as herein provided, and periods of
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time attributable to force majeure events described in Section 21.20 shall not be taken into
consideration in determining whether or not the Tenant has failed to operate the Premises and
remain open for business in excess of the Permitted Period.

12.6  Dealer Association. Tenant acknowledges (i) that it is Landlord’s intent that
certain real property fronting on Gale Avenue, between Hatcher Avenue and M Street, incloding
the Premises, be developed with automobile dealerships offering the sale and service of new
vehicles (the “Auto Center™), and (ii) that it is necessary and desirable that the relationship of the
automobile dealers located within the Auto Center be governed and benefitted by mutually
agreed upon covenants, conditions, restrictions and easements. Notwithstanding anything to the
contrary contained herein, promptly following the receipt of written request therefor from
Landlord (the “Landlord’s Request™), Tenant shall promptly execute and deliver to Landlord
such documents and instruments (including amendments to this Lease) as the Landlord shall
require to subordinate and subject this Lease fo the “CC&R Doouments” as defined in the
Disposition Agreement attached hereto as Exhibit “B”. Tenant’s obligation to subordinate the
CC&R Documents to this Lease is conditioned upon all owners of property within the Auto
Center having approved the CC&R Documents, Tenant further acknowledges and agrees that
any assessments, levies, charges or other form of payment obligations that arise from the
CC&R’s and are imposed upon the Premises or the Landlord by reason of its ownership of the
fee underlying this Lease (collectively, “ Assessments”) shall constitute Rent hereunder payable
by Tenant so long as such Assessinents arc commercially reasonable and are proportionately
imposed against the properties constituting the Auto Center, Tenant acknowledges that its timely
performance under this Section 12.6 is a material congideration for Landlord’s lease of the

Premises to Tenant,

ARTICLE 13
ASSIGNMENT AND SUBLETTING

13.1 Consent Required. Except as otherwise herein expressly provided, Tenant shall
not assign, sublet, transfer, encumber, or otherwisc convey all or any portion of the Premises
and/ot this Lease, voluntarily involuntarily or by operation of law (each, a “Transfer’”) without
the prior written consent of Landlord, which consent shall niot be unreasonably withheld, If
Tenant desires to make a Transfer, Tenant shall provide Landlord with current financial
statements of the transferee, a summary of the material terms of the Transfer and a description of
the transferee’s relevant business and operating experience and Landlord shall have thirty (30)
days following receipt of such information to either consent or refuse to consent o such

Transfer,

13.1.1 Notwithstanding anything to the contrary confained in Section 13.1 above,
an assignment or subletting of all or a portion of the Premises fo an “Affiliate” (ag that texrm is
defined below) of Tenant, shall not be deented an assigrment or subletting onder Section 13.1.
(and, accordingly, the prior written consent of Landlord shall not be required), provided that
(i) Tenant notifies Landlord of any such assignment or sublease and promptly supplies Landlord
with the form of the assigiment or sublease (which shall be reasonably acceptable to Landlord as
to form and content) and any other documents or information reasonably requested by Landlord
regarding such assignment or sublease or such affiliate, (i) such assignment or subleass is not a
subterfuge by Tenant to avoid its obligations under this Lease, and (iif) the applicable conditions
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contained in Section 13,2 shall have been satisfied. The term “A ffiliate” shall mean (i) any
person or entity that is controlled by, controls, or is under commion control with, Tenant or

(i1) any entity that merges with, is acquired by, or acquires Tenant through the purchase of stock
or substantially all of Tenant’s assets. “Control,” as used in this Section 13.1.1 shall mean the
possession, direct or indirect, of the-power to direct or cause the direction of the managsment and
policies of a person or entity, or ownership of any sort, whether through the ownership of voting
securities, by contract or otherwise.

13.1.2 Landlord acknowledges that it has been advised that Tenant will be -
entering into a sublease with Pucnte Hlls Autormotive, a California corporation doing business as
Mazda of Puente Hills, concurtently with this Lease and effective ag of the Commencement Date’
and that because Tenant and Puente Hills Automotive are affiliated entities, the entering into of
such Sublease by and between Tenant and Puente Hills Automotive does not require the consent
of or further notice to Landlord; provided, however, that Tenant shall have provided Landlord
with the form of the sublease (which shall be reasanably acceptable to Landlord as to form and

substance).

132 Additional Conditions. Without limiting the scope of the Landlord’s discretion
described in Section 13.1, any consent of Landlord to any Transfer shall be additionally
conditioned upon the following:

13,2.1 The proposed transferse shall agree in writing to perform faithfully and be
bound by all of the terms, covenants, conditions, provisions and agreements of this Lease, which
agreement shall be delivered to Landlord prior to the effective date, ghall be reasonably
acceptable to Landlord as to form and content, and such Transfer (and any consent theretofore
given by Landlord) shall not be binding npon Landlord unless it is timely delivered to and

approved by Landlord;

13.2.2 o no event shall the consent by Landlord to a Transfer be construed
relieving Tenant, or any transferee (for a Transfer by that transfercc) from obtaining the express
written consent of Landlord to any further Transfer for which consent is required; and

13.2.4 There shall not be an existing Bvent of Default of Tenant hereunder which
has not been cured within any cure period as provided in this Lease.

13.2.4 Any sublease shall expressly provide that it is subject to and subordinate
to all of the provisions of this Lease.

133 Violations Void: Remedies, Any Transfer which is not in compliance with the
provisions of this Article 13 shall be void and shall constitute an Event of Default under
Article 14 below. No collection o acooptance of Rent by Landlord from any person other than
Tenant shall be deemed a waiver of any provision of +his Article 13 or the acceptance of any
transferec hersunder, or a release of Tenant (or of any successor of Tenant or any transferee).

13.4  Transfer of Landlord’s Interest. The Landlord may in its sole discretion and at
any time sell or fransfer its interest in the Premises and assign its interest in this Lease without
the prior consent of Tenant, and in such event, Landlord shall be automatically relieved of any
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and all obligations and labilitics on the part of Landlord under this Lease arising after the date of
such transfer.

13.5 Assignment of Rents. Tenant hersby assigus, seis over and transfers to Landlord -
all of Tenant’s right, title and interest in and to each and every sublease now or hereaficr -
executed and affecting the Premises or any part thereof, as well as all of the swbrents or.other
sums of money now ot hereafter due and payable thereunder, and all seourity now held by or
hereafter paid to or deposited with Tenant hereunder, upon the condition, however, that such
assignment shall become effective and operative only in the event that this Lease shall be
ternminated or cancelled pursuant to the terms and conditions hereof, or in the event of the reentry
or repossession by Landlord under the provisions hereof, or upon the occutrence of an Bvent of
Defanlt upon the part of Tenant, ' :

136 No Releage of Tenant. Unless otherwise agreed by Landlord (in the exercise of
its sole and absolute discretion), no assignment o subletting of all or any portion of the Leased
Premises shall affect or reduce any obligations of Tenant or the rights of Landlord hereunder,
and all obligations of Tenant hereunder shall continue in full force and effect as the obligations
of a principal and not of guarantor or surety, o the same extent as though no assignment or
subletting had been made. Notwithstanding the above, upon an assigniment to an Affiliate or
other approved assignee that has demonstrated to Landlord a reasopably sufficient financial and
operational ability to assume and undertake Tenant’s obligations under the Lease, Tenant shall
be released from all liability and obligations under the Lease accruing after the date of the

agsignment.

13,7 Recognifion and Attornment Agreement. In the event Tenant subleases the entire
Premises pursnant to the requirements of this Lease and with Landlord’s consent, and witha
Base Rent and term no less than Tenant’s, and otherwise on ternis which do not increass the
obligations of Landlord as auch exist under this Lease, nor decreasc the obligations of Tenant as
such exist under this Lease, Landlord will execute a corametcially reasonable recognition and
attornment agreement in favor of the sublessec which provides that in the event this Lease is
terminated, Landlord shall recognize the sublease between such sublessee and Tenant and not
disturb such sublessee's possession of the Pretises or applicable portion thereof, due to such
termination; provided that (i) Landlord shall not be bound by any terms and conditions of the
sublease which are in addition to or inconsistent with the terms and conditions of this Leass;

(ii) such recognition shall be effective upon, and Landlord shall be responsible for performance
of only those covenants and obligations of Tenant pursuant to the Sublease accruing after, the
termination of this Lease; and (iif) the sublessce shall make full and complete attornment to
Landlord, as lessor, pursuant to a written agreement, reasonably acceptable to the Landlord as to
form and content, and executed by Landlord and the sublessse, so as to establish direct privity of
contract between Landlord and the sublessee with the same force and effect as though the
Sublease were originally made directly between Landlord and the sublessee, Tenant shall
reimburse Landlord for its reasonable costs (inclnding attorneys’ fees) n the preparation and

negotiation of any recognition agreement.

13.8 Transfor Rent, If Tenant shall enter into a Transfer hereunder, Tenant shall pay to
Landlord one hundted percent {100%) of any “Transfer Premium” (as hereinafter defined)
received by Tenant and atiributable to the first three (3) Lease Years, and fifty percent (50%) of
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any Transfer Premium received by Tenant and attributable to Lease Years during the remainder
of the Lease Term. In the event of a subletting, “Transfer Premium” shail mean all rent,
additional rent or other consideration payable by such subtenant to Tenant or on behalf of Tenant
in connection with the subletting in excess of the Rent payable by Tenant under this Lease during
the term of the sublease (on a per squate foot basis if less than all of the Premises is subleased),
less the following costs actually incurred and paid by Tenant to secure the sublease to the extent
they are reasonable: (1) improvement allowances; (ii) broker’s commissions; and (iif) attorneys’
fees and costs (“Transfer Bxpenses”), In the event of any T ransfer other than a subletting,
“Transfer Premmium?” shall mean any consideration paid by the iransferee to Tenant in connection
with such Transfer which Landlord reasonably determines is allocable to the leasehold value of
this Lease, less such Transfer Bxpenses. If part of the Transfer Premium shall be payable by the
weansferee or subtenant other than in cash, then Landlord’s share of such non-cash consideration
shall be in such form as is reasonably satisfactory to Landlord. Tenant may recover its Transfer
Expenses prior to paying any Transfer Premiums to Landlord provided Tenant shall bave first
provided Landlord with reasonable written evidence of the Transfer Expenses actually paid by

Tenant,

ARTICLE 14
DEFAULTS AND REMEDIES

14.1 Defait. Each of the following acts or omissions of Tenant, or ocouryences, shall
constitute an “Bvent of Default™

{4.1.1 Failure or refusal to pay Rent hereunder within three (3) business days
after written notice from Landlord that the same is due or payable hereunder; the three (3)
business day period shall be in lieu of, and not in addition fo, the notice requirements of -
Section 1161 of the California Code of Civil Procedure or any similar or successor law;

14.1.2 Except as set forth in Sections 14.1.3, 14.1.4, 14.1.5 and 14.1.6 below,
failure to perform or observe any other covenant or condition of this Lease to be perforred or
observed within thirty (30) days following wiitten notice to Tenant of such failure, provided, if
the nature of the default is such that more than thirty (30) days are reasonably required to cure,
then Tenant shall not be deemed to be in default if Tenant commences such cure within the thirty
(30) day period and thereafier diligently completes such cure. Any such notice shall be in licu
of, and not in addition to, any notice required under California Code of Civil Procedure

Section 1161 or any similat or successor laws;

14.1.3 The subjection of any right ot interest of Tenant to attachment, sxecution
or other levy, or to seizure under the legal process, if not released within sixty (60) days,
provided that the foreclosure of anmy mortgage permitted by the provisions of this Lease shall not

_bo construed as a default within the meaning of this Lease;

14.1.4 The filing by Tenant hereunder in any court pursuant to any statuie ofa
petition in bankruptey or insolvency or for reorganization or arrangement for the appointment of
a receiver of alt or a portion of Tenant’s property; the filing agamst Tenant of any such petition,
or the commencement of a proceeding for the appointment of a trustee, receiver or liquidator for
Tenant, or of any of the property of either, or a proceeding by any governtmental authority for the
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dissolution or liquidation of Tenant hereunder, if such proceeding shall not be dismissed or
trustecship discontinued within sixty (60) days after commencement of such proceeding or the
appointment of such trustee or receiver, or the making by Tenant hereunder of an assignment for
the benefit of creditors;

14.1.5 Tenant’s failure to canse to be released any mechanics® liens filed against
fhe Premises, with respect to work performed by or for the benefit of Tenant, within thirty (30)
days after written notice from Landlord; or

14.1.6 The occurrence of a Transfer that violates Article 13,

142 Remedies.

14.2.1 Upon the occurrence of an Event of Default by Tenant, Landlord may
exercise all of its remedies as may be permitted by law, including, but not limited to, the remedy
provided by Section 1951.4 of the California Civil Code (granting the landiord the right to
contirue a lease ih effect after a tenant’s breach end abandonment and to recover all rent as it
becomes due if the tenant has the right to sublet or assign, subject only to reasonable limitations)

" provided that upon Landlord’s election of such remedy, Landlord may not unreasonably
withhold its consent to any assignment or sybletting, and including, without limitation,
terminating this Lease, re-entering the Tremises and removing all persons and property
therefrom, which property may be stored by Landlord at a warchouse or elsewhere at the risk,
cxpense and for the account of Tenant. ¥ Landlord elects to terminate this Lease, Landlord shall
be entitled to Tecover from Tenant the aggregate of all amounts permitted by law, including, but
not limited to (i) the worth at the tire of the amount of any unpaid Rent which had been eamed
at the time of such termination; plus (i) the worth at the time of award of the amount by which
the unpaid Rent which would have been earned after termination until the time of award exceeds
the amount of such rental Joss that Tenant proves could have been reasonably avoided; plus
(iif) the worth at the time of award of the amount by which the unpaid Rent for the balance of the
T.ease Term (as it may have been extended) afier the time of award exceeds the amount of such
contal loss that Tenant proves could have been reasonably avoided; plus (iv) any other amount
necessary to compensate Landlord for all the detriment proximately caused by Tenant’s failure to
perform its obligations undet this Lease or which in the ordinary course of things would be likely

~ to result therefrom, specifically including, but not limited to, brokerage comimissions and

advertising sxpenses incurred, expenses of remodeling the Prémises or any portion thereof for a

new tenant, whether for the sante or a different use, and any special concessions made to obtain a

new tenant; and (v) at Landlord’s election, such other amounts in addition o or in lisu of the

foregoing as may be permitted from time to time by applicable law.- As used in Ttems (i) and (i),

ahove, the “worth at the time of award” shall be computed by allowing interest at the Reference

Rate (as defined below), As used in Ttem (iif), above, 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 award plus one percent (1%). «R eferenge Rate” shall mean that rate

equal to two percent (2%) in excess of the reference rate of interest which Bank of America

NT&SA’s main office announces from time to time, ot if Bank of America NT&SA discontinues

announcing such a rate, the referonec raie of interest which a comparable lending institution
announces from time to time, as selected by Landlord, in its sole and absolute discretion, but in

no event greater than the highest rate permitted by law.
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14.2.2 Al rights, powers and remedies of Iandlord hereunder and under any
other agraement now or hereafter in force between Landlord and Tenant shall be cumulative and
ot alternative and shall be in addition to afl rights, powers and remedies given to Landlord by
Jaw, and the exercise of one or more rights or remedics shall not impair Landlord’s right to

exercise any other right or remedy.

143  Landlord's Defanly.

14.3.1 Landlord shall not be in default under this Lease except for the following:

(a)  Any fajlure by Landlord to make any payment required to be made
by Landlord hereunder when due, where such fatlure continmes for fifteen (15) days aiter
delivery of written notice of such failure by Tenant to Landioxd; or

(b)  Any faiture by Landlord to perform or comply with any other
provision of this Lease, to be performed or complied with by Landlord where such failure
continues for thirty.(30) days after delivery of written notice of suck failure by Tenant o
Landlord; provided, however, that if the nature of such default is such that the same cannot
reasonably be cured within such thirty (30} day period, there shall not be a Landlord Default if
Landlord shall, within thirty (30) days of such notice commmence such cure, and thereafter
diligently prosecute such cure to completion.

ARTICLE 15
TENANT’S PROPERTY

All movable trade fixtures and equipment at the Premises shall remain and continue to be
the property of Tenant and may be removed, renovated, altered, added to or replaced at ary time
during the Lease Term provided that Tenant prompily repairs all damage to the Premises and
costores the Premyises to their condition prior fo the installation of Tenant’s property.

ARTICLE 16
FEE AND [ EASEHOLD MORTGAGES

16.1 Bncumbrance of Reversion, Landlord, at any time and from time to time, may
- finatice or encumber its interest in the Premises and its rights in and to this Lease (collectively,
“1 andlord’s Interest’™).

162 Recognition of Leage, Tenant shall be required to subordinate Tenant’s leasehold
ostate in the Premises to the Hen of any encumbrance ageinst Landlord’s Interest, provided such
Jienholder provides Tenant with a commercially reasonable non-distrbance and attornment
agreement pursuant to which such lienholder agrees not fo disturb Tenani’s tenancy hereunder so
long as Tenant is not in defanlt hereunder (“Non-Disturbance Agreement”). Tenant hereby
agrees to executo such further reasonable docyments and assurances as any future lienholder may
require. Additionafly, and as a condition to the effectiveness of this Lease, Landiord shell obtain
a Non-Disturbance Agreement from the holder of any pre-existing Fee Morigage (as defined
below) prior to the Commencement Date. In the event any Fee Mortgagoe (as defined below)
forecloses on its lien against Landlord’s Interest, or acquires Landlord’s Tnterest by agreement in
lieu of foreclosure or otherwise, Tenant shall attorn to such Fee Morigages, recognize such Fee
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Mortgagee as its Landlord hereunder and execute such documents as such Fee Mortgagee may
request acknowledging such Fec Mortgagee as Tenant’s Landlord hereunder. Tenant hereby
_waives the provisions of any current or firture statute, rule or law which may give or purport to
give Tenant any right or election to terminate or otherwise adversely affect this Lease and the
obligations of Tenant hersunder in the event of any foreclosute or transfer in lieu of foreclosure
thereunder, Ail Fee Mortgages shall reco ghize Tenant’s leasehold interest in the Premises
created hereby and acknowledge and agree that this Lease shall continue without disturbance
following any foreclosure or transfer in liew of foreclosure pursuant to any such Fee Mortgage
(as defined below). “Fee Mortgage” shall mean a morigage or deed of trust imposed by
Landlord upon its interest. “Fee Mortgagee” shall mean the mortgagee or beneficiary of any Fee

Mortgage.

163 Notice to Fee Mortgagee. If (i) any Fee Mortgages, (il) other person of entity

~ who purchases a Fee Mortgagee’s interest in the Premises and/or in this Lease at a foreclosure

sale (“Fes Porchaser”) or (iii) the first Person to whom Fee Mortgagee assigns its interest in the
Premises and in this Lease (the “Fee Assignee”) (collectively, the “Fee Successor”™) shall have
notified Tenant of its interest in the Premises, Tenant thereafter shall give to such Fee Successor
5 copy of each notice of default simultaneously with Tenant’s providing such notice to Landlord
and Tenant shall not be entitled to exercise its rights upon an event of default by Landlord or
serve a notice of cancellation and terrination upon Landlord unless a copy of any prior notice of
default shall have been given to the Fee Successor, as hereinabove provided, and the time
specified herein for the curing of such default shall have expired without the same having been
cured. The performance of the Fee Successor of any condition or agreemeit on the part of
Landlord to be performed herevnder will be deemed to have been performed with the same force

and effect as though performed by Landlord.

164 EBncumbrance of Leasehold Bstate.

16.4.1 Tenant’s Right to Bncumber. Subject to the prior written consent of
Landlord, Tenant may during the Lease Term, encumber to any bank, insurance company or
other institutional lender, herein called “Mortgagee,” by deed of trust (the “Jecurity
Tnstrament”), all of Tenant’s interest under this Tease and the leasehold estate hereby created
(the “Teasehold Bstate™) for the purpose of financing Alterations to the Premises ot
improvements fo the business operations conducted thereon. ‘Without limiting the scope of the
Landlord’s discretion described above in this Section 16.4.1, any consent of Landlord to any
auch encumbrance shall be additionally conditioned apon the following:

_ (2  The Security Instrument and all rights acquired under it shall, by
its expross terms, be subject to each and all of the covenants, conditions and restrictions stated in
fhis Lease and to all rights and interests of Landlord;

(b)  Tenant shall deliver o Landlord (i) a compléte and coxrect copy of
the Security Instrument and all related promissory notes, loan agreements, gecurity agreements,
indemnnity agreements, guarantees, financing statements and other loan documents executed by
Tenant or for Tenant’s benefit in connection {herewith (the “Loan Documents™), each as fully
executed and delivered, within five business days after the execution thereof, and (if) a complete
and correct of the recorded Security Instrument, conformed by the recorder to show the date or

24~
12283-00071287976v7.dos




recordation and other recording information, within five (5) business days after the date of
recordation;

(¢)  The Securify Instrument shall expressly provide that any procesds
from fire or extended coverage insurance shall be used to repair or rebuild the damaged or
destroyed improvements on the Premises;

(d)  The Security Instrument ghall contain a provision that all notices of
default under the Loan Documents must be sent (o TLandlord and Tenant and that Landlord shall
have ten (10) business days in which to cure any default afer the time for Tenant to cure it has
expired (provided that if Landlord requires possession of the Premises in order to cure the
dofault, then Landlord shall have, in addition to such ten (10) business day period, such further
time as 13 needed to tarminate Tenant’s right to possession of the Premises), and neither
Landlord’s right to cure any default nor any exercise of such right shall constitnte an assumption

of liability under any Loan Document;

(® Tenant shall immediately reimburse Landlofd for the cost of any
default cured by Landlord with interest thercon; and

4] No encumbrance incurred by Tenant pursuant to this Secticn or
otherwise shali, and Tenant shall not have power o incur any encumbrance that will, constitute
in any way a lien or encumbrance on Landlord’s fee title to the Premises or on any other interest

of Landlord in the Premises.

16.4.2 Notice to and Service on Mortgagee, If Tenant exccutes any Secuarity
Tnstrument in accordance with Section 16.4.2, Landlord shall mail to Mortgagee a duplicate copy
of any and all notices Landlord may from time to time give to or serve on Tenant pursnant to or
relating to this Leage, Tenant shall at ail times keep Landlord informed in writing of the name
and mailing address of Mortgagee and any changes in Mortgagee’s mailing address, Any notices
or other communications permitted by this or any other Section of this Lease or by law to be
served on or given to Mortgagee by Landlord shall be deemed duly served on or given to
Mortgagee when deposited in the United States certified or registered mail, first-class postage
prepaid, addressed to Mortgagee at the last mailing address for Mortgagee furnished in writing to

Landlord by Tenant or Mortgagee.

16.4.3 Rights of Mortgagee, If Tenant executes any Security Instroment in
accordance with Section 16.4.1 and then defaults uider the related Loan Documents, Mortgagee
shall have the right during the Term to the extent permitted by the Loan Dociuments to realize on
the security afforded by the Security Instroment by instituting judicial or nonjudicial foreclosure
proceedings and pursuing all other remedies available at law or in equity or under the Loan
Documents, subject to the following provisions:

()  Mortgagee shall not acquire or thereafter assign to any third party
less fhan Tenant’s entire interest in this Lease;

(b)  Mortgagee’s acquisition of Tenant’s inferest under this Lease by
purchase at Mortgagee’s foreclosure sale or by acceptance of an agsignment in lien of foreclosure
shall not be considered an assignment of this Lease and therefore shall not be subject to any of
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the conditions and restrictions applicable to assignments contained herein, but from and afier the
" date of such acquisition, Morigagee shall be bound by all of the terms and conditions of this
Lease except as otherwise expressly provided in Section 16.4.6;

, {¢)  The acquisition of Tenant’s interest under this Lease by any person
or entity other than Mortgagee by purchase at Mortgagee’s foreclosure sale or by acceptance of
an assignment in lieu of foreclosure shall be considered an assignment of this Lease and
therefore shall be subject to all of the conditions and restxictions applicable to assignments

contained hetein; and

(d)  The acquisition of Tenant’s interest under this Lease by any person
or entity other than Mortgagee by purchase at Mortgagee’s foreclosure sale or by acceptance of -
an assignment in Heu of foreclosure may be financed by such person or entity by encumbeting to
any new Mortgages by a new Security nstrument Tenant’s entire Leasehold Estate, provided
that such encumbrance and such Mortgagee shall be subject to all of the terms and conditions of

this Section 16,

16.4.4 Right of Mortgagee to Cure Defaults. If Tenant executes any Security
Tnstrument in accordance with Section 16.4.1, then before Landlord may terminate this Tease
because of any default under this Lease by Tenant, T,andlord must give written notice of the
defau't to Mortgagee and afford Mortgagee the opportunity after service of the notice to cure the
default within (a) five (5) business days after date of notice where the default can be cured by the
payment of money to Landlord or some other person or (b) the mininium period of time
reasonably required to effect a cure (but inno event more than sixty (60) days) where the default
cannot, by its nature, be cured solely by the payment of money. Upon the full performance by
Mortgagee of the obligation or obligations the nonperformance of which was the subject of the
notice of default given to Mortgagee pursuant to this Section, such default shall be deemed cured
and shall no longer give Tise to any rights and remedies of Landlord; provided, however, that
Mortgagee’s cure of any defanlt under thds Lease by Tenant shall not excuse or waive any future
defanlt under this Lease by Tenant or preciude or limit the exercise of any rights or remedies
afforded Landlord under this Lease as a result of such future default.

16.4.5 No Merger of Leasehold and Fec Bstates. While any Security Instrument
remains in effect, there shall be no merger without the conserit of Mortgagee of the Leasehold
Bstate and the fee estate in the Premises merely because both estates have been acquired or

become vested in the same person or entity,

16.4.6 Mortoagee as Assignee of Lease . No Mortgagee shall be liable to
Iandlord as the successor to the rights and obligations of Tenant under this Lease unless and
until such Mortgagee acquires the Leasehold Estate through foreclosure or other proceedings in
the nature of foreclosure or as a result of an assignment in lisu of foreclosure or other action or
remedy. If any Mortgagee shall acquire the Leasehold Estate, such Mortgagee may further
assign the entire Loasehold Bstate, provided that such Mortgagee complies. fully with all of the
conditions and restrictions applicable to assignments contained herein. Notwithstanding any
provision to the contrary contained elsewliere in this Lease, Mortgagee shall not be liahle for any
Event of Default that may ocour after the effective date of any such further assignment,
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16.4.7 Morteagee as Including Subsequent Security Holders. No transfer by
Mortgagee of its lien or security intetest on or in the Leasehold Bstate shall be valid or effective
as against Landlord until Mortgagee shall have given Landlord written notice of the name,
address, telephone number and telecopier number of the transferee. The term “Mortgages” as
used in this Lease shall mean not only the initial instituiional lender named as beneficiary,
rortgagee, or secured party in the Security nstrament, but also any institutional lenders that
may subscquently acquire the lien or security interest created by the Security Instrument.

16.4.8 Estonnel Certificates by Landlord. Landlord from time to time and within
twenty (20) days following receipt of the written roquest of Tenant or any Morlgagee, shall
fiynish a written statement that this Lease is in full force and effect and that there is no default
hereunder by Tenant, or if there is a default, such statement shall specify the default which
Tandlord ¢laims to exist, provided that Landlord shall not be required to deliver more than
two (2) such statements during any twelve (12) month period.

16.4.9 New Lease to Mortgagee, If, while any mortgage to Mortgagee is in
effect, this Lease shall be terminated prior fo the stated expiration hereof for any reason not
related to damage or condenmation (including, without limitation, termination in any bankruptcy
of the Tenant), then Landlord upon request by Mortgagee will enter into a new lease with
Mortgagee for the remainder of the Lease Term, effoctive as of the date of such termination, af
the Base Rent and on the terms specified in this Lease, subject to the following conditions:

(a) Mortgagee shall make written request to Landlord for such new
lease within thirty (30) days after the date of such termination and such written request shall be
accompanied by & payment to Landlord of all sums then due to Landlord under this Lease;

(b)  Mortgagee shall pay to Landloxd, at the time of the execution and
delivery of such new lease, any and all sums which would at the time of the execution and
delivery thereof be due under this Lease but for its termination, and in addition theteto, any
reasonable expenses, including attoreys’ fees and court costs, to which Landlord shall have
been subject by reason of any default by Tenant;

(c)  Mortgagee shall perform all other obligations required o have
been performed under this Lease by Tenant to the extent that Tenant shall have failed to perform
such obligations; ' '

(@)  Upon the execution and delivery of such new lease, any subleases
which may have thetetofore been assigned and transferred to Landlord shall therenpon be
assigned and transferred by Lanidlord to the new Tenant, without recourse to Landlord; and

(e The niew lease shall commence and rent and all obligations shall
accrue as of the date of termination of this Lease. The new lease shall be superior to and have
priority over all encumbrances, liens, conveyances and interests upon and in the Premises, other
than those of record to which this Lease may be subject as of the date hereof,

() "This Section 16.4.9 shall survive the termination of this Lease.
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16.4.10  Surrender or Amendment. There shall not be any cancellation, mutual
termination, surrender, or acceptance of surrender of this Lease, ot any or amendment of tuis
Lease that is materially adverse to Tenant, without the prior written consent of Mortgagee, which
consent shall not be vtireasonahly withheld and shall be deemed granted if contrary notice is not
received by Landlord within five business days after Mortgagee’s consent is requested.

16.4.11  Subordination to Mortgagee. Landlord’s rights under this Lease with
respect to fire or other property insurance proceeds that become payable becauso of damage to or
destruction of any improvements on the Premises and with respect to compensation or damages
awarded or payable because of the taking of any improverents on the Premises by eminent
domain shall be subject and subordinate to the rights of Mortgagee under the Security
Tnstrument; provided, however, that nothing in this Section 16.4.11 shall be construed as a

subordination of or encumbrance on Landlord’s fee title to the Premises.

' ARTICLE 17
[INDEMMNITY AND EXEMPTION OF LANDLORD FROM LIABILITY

17.1 Indemnity, Tenant shall release, indemmify, defend and hold harmless, Landlord,
and its officers, agents, employees, SUCCESSOLS, assigns and attorneys {collectively,
“Indemnitees’™, from and against any and all claims, suits, demands, liabilities, damages, costs
and expenses (including attorneys’ fees, expert witnesses” fees, exhibits and other costs), arising
from or in commection with this Lease, Tenant’s use or possession of the Premises, or the conduct
of its business, or from any activity performed or permmitted by Tenant in or about the Premmises,
or arising fiom any breach or default in the petformance of any obligation on Tenant’s part to be
performed under the terms of this Lease, or arising fromi any other act, neglect, fault or omission
of Tenant or any of its officers, agents, directors, contractors, employees, licensees, nvitess,
patrons or customers. As a material part of the consideration to the Landlord for entering into
this Lease, Tenant hereby assumes all visk of damage to property or injury to persons in, upon ot
about the Premises, except to the extent caused by the gross negligence or willful misconduct of
Landlord or any of Landiord’s officers, employees, agents or contractors,

17.2 Exemption of Landiord from Ligbility. Except for Landlord’s willful or grossly
negligent conduct, or that of auy of Landlord’s officers, employees, agents or contractors,
Landlord shall not be lizble for injury to Tenant’s business or loss of income therefrom, or for
damage that may be sustained by the person, goods, wares, merchandise or property of Tepant,
its employess, invitess, customers, agents, or any other person in, on of about the Premises.

173  Sugvival The provisions of this Article 17 shall survive the expiration. or earlier
termination of this Lease.

ARTICLE 18
ESTOPPEL CERTIFICATES

Tenant shall, at any time and from time to time, upon not less than twenty (20) business
days’ prior written notice from Landlord, execute, acknowledge and deliver to Landlord a
statement in writing certifying the following information (but not limited to the following
information in the event further information is reasonably requested by Landlord): (a) that this
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Lease is unmodified and in full force and effect (or, if modified, stating the nature of such
modification and certifying that this Lease, as modified, is in full force and effect); (b) the date to
which Rent and other charges are pald in advance, if any; (c) the amount of Tenant’s security
deposit, if ay; and (d) acknowledging that there are nof, to Tenant’s knowledge, any uncured
dafaults on the part of Landlord berennder, and no events or conditions then in existence which,
with the passage of tire or notice or both, would constitute a defanlt on the part of Landlord
hereunder, or specifying such defaults, events or conditions, If any are claimed. It is expressly
understood and agreed that any such statement may be relied upon by any prosp ective purchaser
or encumbrancer of all or arty portion of the Premises.

ARTICLE 19
HAZARDOUS MATERIALS

19.1 Hazardous Materials.

19.1.1 Definitions.

(a)  “Hazardous Materials” shall mean any hazardous or toxic
substance, material, or waste that is or becomes regulated by any local governmental anthority,
the State of Californig or the United States Government. The term “Hazardous Material”
includes, without Himitation, any material or substance which is (i) defined as “Hazardous
Waste,” “Exiremely Hazardous Waste,” or “Restricted Hazardous Waste” under Sections 25115,
25117 or 25122.7, or listed pursuant to Section 25140 of the California Health and Safety Code,
Division 20, Chapter 6.5 (Hazardous Waste Control Law); (i) defined as a “Hazardous
Substance” under Section 25316 of the California Health and Safety Code, Division 20, Chapter
6.8 (Catpenter-Presley-Tanner Hazardous Substance Account Act), (iif) defined as a “Hazardous
Material,” “Hazardous Substance,” or “Hazardous Waste” under Section 25501 of the California
Health and Safety Code, Division 20, Chapter 6,95 (Hazardous Materials Release Response
Plans and Tnventory); (iv) defined as a “Hazardous Substance” under Section 25281 of the
California Health and Safety Code, Division 20, Chapter 6.7 (Underground Storage of
Hazardous Substances); (v) petroleum (or fraction thereof) or any other hydrocarbon or any
hydrocarbon substance; (vi) asbestos; (vii) defined as “Hazardous” or “Exiremely Hazerdous™
pursnant to Article II of Title 22 of the California Administrative Code, Division 4, Chapter 20;
© (viii) designated as a “Hazardous Substance” pursuant to Sectiort 311 of the Federal Water
Pollution Control Act (33 U.S.C. Section 1317); (ix) defined as a “Hazardous Waste™ pursuant to

" Section 1004 of the Federal Rosource Conservation and Recovery Act, 42 U.S.C, Section 6901,

et seq. (42 U.S.C. Section 6903); or (x) defined as a “Hazardous Substance™ pursuant fo Section
101 of the Comprehensive Environmental Response, Compensation and Liability Act, 42 U.S.C,
Section 9601, et seq, (42 U.S.C. Section 9601},

(b)  “Environmental Requirements” shall mean all present and firture
governmental laws, regulations, rules, orders, permits, licenses, approvals, authorizations and
other requirements of any kind applicable to Hazardous Materials, including common law tort
principles (such as public and private nuisance and sirict liability for conducting abnormally
dangerous activities).
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(©) “Handle,” “Handled” or “Handling” shall mean aiy installation,
handling, generation, storing, freatment, use, disposal, discharge, release, manufacture,
refinement, emission, abatement, removal, transportation, presence or migration of any
Tazardous Materials brought on the Premises by Tenant or Tenant’s Representatives, or any
other activity of any type in connection with or involving the Handling of Hazardous Materials
by Tenant or Tenant’s representatives,

(@  “Tenant’s Representatives” shall mean all Tenant’s officers,
employees, contractors, representatives, assignees, sublessees, licensees, agents, mvitees, and
any trespassers on the Premises. '

19.1.2 Indemnification by Tenant. In addition to, and not in derogation of any
other indemnification contained in this T.ease, Tenant agrees o indemnify, defend (with counsel
reasonably acceptable to Landlord) and hold harmless Landlord, its successors and assigns, and
its and their directors, officers, shareholders, employees, agents and affiliates from all costs,
expenses, damages, liabilities, claims, fines, penalties, interest, judgments, and losses of any kind
arising from or in any way related to Tenant’s or Tenant’s Representatives” Handling of
Hazardous Materials during the Lease Term or failure to comply in full with this Asticle 19
. (collectively, “Environmental Losses”), including consequential datnages, damages for personal
or badily injury, property damage, damage to natural Tesources occurring on or off the Premises,
encurbrances, liens, costs and expenses of investigations, monitoring, elean up, removal or
remediation of Hazardous Materials, defense costs of any claims (whether or not such claim is
nltimately defeated), good faith settlements, attorneys’ and consultants’ fees and costs, and
losses attributable to the diminution of value, loss or use or adverse effects on marketability or
use of any portion of the Premises, whether or not such Environmental Losses are confingent ox
otherwise, matured or unmatured, foreseeable or unforeseeable. This indemnity is intended by
the parties to be as broad and comprehensive as possible under law and shali apply regardless of
the fault (including active or passive negligence) of sither Tenant or Landlord, and shall survive
the expiration or earlier termiuation of this Lease.

19.1.3 Landlord’s Consent to Handling of Hazardous Materials. Except for those
Hazardous Materials which are commonly and by necessity used on or about new car dealerships
in Los Angeles County, Tenant and Tenant’s Representatives shall not Handle any Hazardous
Materials at or about the Premises without Landlord’s prior written consent, which consent may
be granted, denied, or conditioned upon compliance with Landlord’s requirements, ail in
Landlord’s sole and absolute discretion.

19.1.4 Delivery of Ceriain Docurnents to Landlord. Concurrently with the
execuiion of this Lease, and again prior to the commencement of any Extension Period, and in
any event upon request by Landlord, Tenant shall deliver to Laundlord copies of all permits,
authorizations, plans and reports, and supporting documentation thersfor, inchiding any
Hazardous Materials management plan, which are required by law or by any governmental
authority with respect to Tenant’s use or proposed use of the Premises, including any Handling
of Hazardous Materials. The provisions of this Article 19 shall apply to all Hazardous Materials,
whether ar not Landlord has given Tenant its consent to Hahdle such Hazardous Materials.
Tenant’s and Tenant’s Representatives” Handling of all Hazardous Materials shall comply at all
timnes with all Environmental Requirements and Tenant shall, at its own expense, promptly take
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all actions required by any governmental anthority in comection with Tenant’s or Tenant’s
Representatives Handling of Hazardous Materials at or about the Premises. Tenant shall keep
Landlord fully and promptly infoxmed of all Handling of Hazardous Materials on the Premises,
including totifying Landlord as soon as possible after any spill, release, discharge or emission.

19.1.5 Additional Delivery Requirements. Tenant shall deliver to Landloxd prior
to delivery to, or promptly after receipt from, aiy sovernmental anthority or other person or
entity copies of all permits, manifests, closure or remedial action plans, notices, investigations,
inquiries, claims, citations, surmmeons, complaints, writs, arders and all other communications ot
documents relating to (i) the Handling of Hazardous Materials at or about the Premises, (if) the
actual, alleged or threatened violation of Environmental Requirements or (iif) the lability of
Tenant for Environmental Losses, Any communications, written or oral, regarding any release,
discharge, emission or any other occumence posing an imiminent threat of damage or
contarmination to the Premises or the environment shall be delivered or, if oral, communicated, to
Landlord within twenty-four (24) hours after receipt. All other commutications shall be
dolivered to Landlord within ten (10) days after receipt. Landlord shall have no obligation to
review or evaluate any such communication and shall not be desmed to have approved,
consented to or participated in any act or omission described ot required by such communication.

19.1.6 Compliance Prograrn, Tenant shall maintain, at its own expense, & written
program to ensure and monitor Tenant’s contiomed compliance with this Article 19 and all
Environmental Requirements. At Landlord’s request, Tenant shall provide Landlord with a copy
of such program, including monitoting results; provided, however, that Tenant acknowledges
that such program will be supplied to Landlord solely for informational purposes, and that
Landlord shall have no obligation to review the information provided, shall not be deemed to
have apptoved or consented to any matfer set forth therein, and shall have no lability for any
deficiencies therein, Landlord agrees not to disclose to any third parties the contents of any snch
written program provided by Tenant, unless Tenant consents to such disclosure; provided,
howevet, Landlord may disclose such information on a confidential bagis to its attorneys,
property managers or ifs other agents, or as required in connection with the procurcment of
insarance or financing, or as required by law. Tenant shall be responsible and liable for the
compliance with all of the provisions of this Article 19 by Tenant’s Representatives.

19.17 Lease Closure, Priorto the expiration or termination of this Lease, Tenant
shall, at its sole expense, promptly remove from the Premises, using the then best available
technology, all Hazardous Materials Handled by Tenant or Tenant's Representatives during the
Lease Term (collectively, “Lease Closure”), which are not in compliance with or allowable
under applicable law or governmental policies, and perform or cause to be performed all actions
necessaty, as determined by Landlord in its reagsonable business judgment, to ensure that Lease
Closurs has been completed, including inspection, testing and post-Lease Closure monitoring.
Tenant, at its sole expense, shall repair any damage cansed by such work and unless otherwise
requested by Landlord, shall close, at the completion of all testing and monitoring, in accordance
with applicable law, any and all monitoring and extraction wells and boreholes installed as a
result of or in conneetion with Tenant’s occupancy of the Premises or otherwise installed by
Tenant, or at Tenant’s direction. All consultants or contractors performing work on behalf of
Tenant pursuant to this Article 19 shall be qualified and licensed to undertake the applicable
work and shall be selected by Tenant; provided that Landlord shall be notified of the selected
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consultant(s) at lcast ten (10) business days prior to the commencement of any work by such
consultant(s) (except in an emergency, in which case Landlord shall be notified within one (1)
business day after the selection of the sensultant(s)} and Landlord shall have the right to
disapprove the use of such consultant(s) in the exercise of Landlord’s reasonable business
judgment. All work required to be performed under this Asticle 19, and Tenant’s and Tenant’s
Representatives’ Handling of all Hazardous Matorials, shall be performed in a good, safe and
workmanlike manner and in a manner that will not interfere with the use, operation, leasing or

sale of the Premises.

19.1.8 Discharge of Liens. Tenant shall discharge and remove at its own
expense, by bond or otherwise, all liens or charges of any kind filed or recorded against the
Promises in connection with Tenant’s or Tenant’s Representatives’ Handling of Hazardous -
Materials, within thirty (30) days after the filmg or recording of such lien or charge, and if
Tepant Fails to do so, Landlord shall have the right, but not the obligation, to remove the lien or
charge at Tenant’s expense in aiy manner Landlord deems expedient.

19.1.9 Landlord’s Rights. Landlord and its representatives and consultants shall
have the right, but not the obligation, to enter the Premises at any reasonable time upon twenty-
four (24) hours’ prior notice (except in the casc of an emergency) (i) to confirm Tenant’s
compliance with the provisions of this Article 19, including the right to physically investigate the
condition of the Premises and review all permits, reports, plans, and other documents regarding
the Handling of Hazardous Materials, and (if) to perform Tenant’s obligations under this
Article 19 if Tenant has failed to timely do so. Tenant shall pay the costs of Landlord’s
consultants’ fees and all other costs incurred by Landlerd pursuant to clause (1) above if such
investigation is indertaken because Tenant has failed to provide full and complete information
regarding any release, discharge or other Handling of Hazardous Materials and shall pay, in any
case, all such costs incurred pursuant to clause (i) above. Landlord shall use reasonable efforts
to minimize any interference with Tenant’s sublessees caused by Landlord’s entry into the
Premises, but Landlord shall not be responsible for any interference caused thereby.

‘ 191,10 Bavironmental Audit, Landlord shall have the right, but not the
obligation, to require, annually during the Lease ‘Term and again within five (5) business days
after fhe termination or expiration of the Lease Term, that a detailed review (“Environmental
Audit”) be undertaken to determine whether the Promises and Tenant and Tenant’s .
Representatives’ Handling of all Hazardous Materials comply with this Article 19, Tenant shall
pay all costs incurred in connection with any Environmental Audit tequired by Landlord,
including without limitation, the costs and expenses of all consultants and sampling and analysis,
in the event that (i) as a result of the Hnvironmental Audit, it is determined that the Premises or
Tenant’s or Tenant’s Representatives’ Handling of all Hazardous Materials do not comply with
this Article 19, or (ii) the Environmental Audit is undertaken af the termination or expiration of
the Lease Term. In all other cases, Landlord shall pay the costs of any Environmental Audit it
requuires pursuant to this Article 19, The Environmental Audit shall be conducted by
independent, qualified, ficensed environmental consultants selecied by Tenant and reasonably
acoeptable to Landlord, If the consultants chosen by Tenant are reasonably unacceptable to
Landlord, Landlord shall be entitled to engage its own consultants to conduct the Environmental
Audit, and Tenant shall pay Landlord’s consultants’ fees and all ensts incurred by Landloxd in
performing the Environmental Audit, The Environmental Audit shall include an inspection of
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the Premises, interviews with the oceupants of the Premises and any other matters which the
consultants believe, in the exercise of their professional judgment, are necessary to ascertain
whether the Premises are in compliance with this Article 19, including the instaflation of
monitoring wells, and soils and water testing. Tenant shall fully cooperate with the consultants
and comiply with all information requests. Tandlord shall use reasonable efforts to minimize any
iuterference with Tenant's sublessces caused by the Environmental Audit. After the completion
of the Environmental Andit, a written repoxt shall be prepared and copies shall be distributed to

both Landlord and Tenant.

19.1.11  Release of Hazardous Materials. In the event of any release, discharge
or other event caused or contributed to by the acts or omissions of the Tenant or Tenant’s
Representatives which poses a threat of damage or contamination to the Premises or the
environment, whether discovered by Landlord or Tenant, Tenant shall fully document the facts
relating to the event, including the circumstances existing prior fo and after the ocomrence of the
event, the precise nature of the release, discharge or event, including specific compounds anc
quantities involved, and all actions Tenant has taken and will take to remediate the release,
discharge or event. Tenant shall provide such documentation to Landlord promptly after the
oconrrence in question. Tenant shall pay the reasonable costs and fees charged by Landlord’s
environmental consultants to review such do cumentation and provide pesr review gonfirming the
adequacy of the measures, past and futurs, taken by Tenant to remediate the problem. '

.ARTICLE 20
SURRENDER

At the expiration or earlier sermination of this Lease, Tenant shall, at its sole cost and
expense, deliver the Premises o Landlord in good condition and repair, ordinary wear and tear
excepted, froe of debris and with all of Tenant’s property removed. Tenant ghall leave the
Premises in a neat, clean and orderly condition and shall fully remediate all adverse
environmental conditions on the Premises fox which Tenant is responsible under Axticle 19 to
Landlord’s reasonable satisfaction and in a mazmer to obtain a closure or no further action
determination from all regulatory agencies exercising jurisdiction over the site.

ARTICLE 21
GENERAL PROVISTONS

21,1 Non-Waiver. No waiver by either party of any provision of this Lease shall be
deemed o be a waiver of any other provision hereof or of any subsequent breach by such party
of the same or awy other provision. No provision of this Lease may be waived by eithet party,
except by an instroment in writing executed by such party, Bither party’s consent to or approval
of any act requiting such party’s consent or approval shall not be deetned to render unnecessary
the obtajning of such party’s consent to or approval of any subsequent act, whether or not similar
to the act so consented to or approved. The subsequent acceptance of Rent hereunder by
Landlord ot the acceptance of payment from 1 andlord by Tenant, shall not be deemed to bea
waiver of any preceding breach by the party from whom payment was received of any provision
of this Leage, other than the payment so accepted, regardless of the accepting party’s knowledge
of such preceding breach at the time of acceptance. No act or thing done by Landlord or
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Landlord’s agents shall be deemed an acceptance of a surrender of the Premises, and no
agresment to accept such currender shall be valid nnless in writing and signed by Landlord.

212  Attorneys’ Fees; Waiver of Jury Tyial, In any action to enforce the terms of this
Lease, including any suit by Lendlord for the recovery of Rent or possession of the Premises, the
losing party shall pay the sticcessiul party all attorneys’ fees and costs in such suif and upon
appeal, and all such attorneys’ fees shall be deemed to have accrned prior to the commencement
of such action and shall be paid whether or not such action is prosecuted to judgment.

213 Broker's Commissions, Landlord and Tenant hereby warrant to each other that
they have had no dealings with any real estate broker or agent in connection with this Lease.
Each party hereto shall indemnify and hold the other hatmless on account of any loss, claim,
liability or expense, of whatever kind and whatever nature, including attorneys’ fees-and costs,
arising out of a claim by any other real estate braker or agent for a brokerage commission
pertaining to the Lease and based on any act or statement made by the indemnifying party.

214  Severability, Bntire Agreement: Amendments. Any provision of this Lease which
shall prove to be invalid, yoid, or illegal shall in no way affect, impair or invalidate any other
provision hereof, and any such other provisions shall remain in full force and effect. " This Lease
and the exhibits attached hercto constifute the entire agreement between the parties hereto with
respect to the subject matter hereof, and no prior agreement or understanding pertaining to any
such matter shall be effective for any purpose. No provision of this Lease may be amended or
supplemented except by an agreement in writing signed by the parties hercfo or their successor-

in-interest,

21,5 Notices. All notices, approvals, demands, reports, requests and other
commumications provided for in this Lease shall be in writing (including telex, telecopy,
telegraro. or similar writing) and shall be given to such party at its address set forth below, and
with copies given as shown below (or such other address as such party may hereafter specify for
the purpose by notice to the other party listed below). Each such notice, approval, demand,
report or othet communication shall be deemed delivered to the party to whom it is, addressed
(A) if personally served or delivered, upon delivery, (B) if given electronic communication,
whether by email, telex, telegram or-telecopter, upon the sender’s receipt of an appropriate
answer back or other written acknowledgment ox confirmation of receipt of the entire notice,
approval, demand, report or other communication, {C) if given by reputable ovemight courier
with courier charges prepaid, upon delivery by the overnight coutier.

To Landlord: Industry Urban-Development Agency
15625 Bast Stafford Streef, Suite 200
City of Industry, California 91744
Attn: Bxecutive Director

With & copy to: Richards, Watson & Gershon
. 355 South Grand Avenue, 40th Floor
Los Angeles, California 90071
Attn: Jim G, Grayson
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To Tenant: Hitcheock Commercial Properties L.F.
1303 John Reed Court
City of Industry, California 91745
Adtention: Frederick E. Hitchcock, Jr.

With a copy to: Pemny L. Reeves, Esq,
Manning, Leaver, Bruder & Rerbarich

5750 Wilghite Boulevard, Suite 655
Los Angeles, Ca, 90036

71,6 Purther Assurances. Tenant and Landlord each hereby agrees to take such further
actions and to execute such other and further documents as may bo required to carry out the
purposes of this Lease.

917 Governing Law. This Lease shall be govemed by and construed in aceordance
with the laws of the State of California, regardless of the conflicts of Jaw provisions thereof. All
contraversies, claims, actions or causes of action arising hetween the parties hereto and/or their
respective SUCCessors and assigns shall be brought, heard and adjudicated by the courts of the
State of California, with venue in the County of Los Angeles.

21.8 Successors and Assigns. Subject to the provisions of Arficle 13 hereof, all of the
covenants, conditions and provisions of this Lease chall be binding upon and shall inure to the
benefit of the parties hersto and their resp ective heirs, persanal representatives, SUCCESEOrS and

assigns,

21.9 Time of Bssence. Time is of the essence with respect to the performance of every
provision of this Lease.

21.10 Headings; Joint and Several. The article headings contained in this Leasc are for

convenience only and do not in eny way Jimit or amplify aty term or provision hereof. The
terms “Landlord” and “"Tenant” as used herein shall include the phurat ag well as the singular, the

neuter shall include the masculime and feminine genders.

21.11 No Option. The submission of this Lease by Landlord, its agent or representative
for exammination or execution by Tenant does not constifute an option ot offer to Lease the Land
upon the terms and conditions contained harein or a reservation of the Premises in favor of
Tenant, it being intended hercby #hat this Lease shall only become effective upon the execution
hereof by Landlord and delivery ofa fully executed lease to Tenant, No act or omission of any
agent of Landlord shall alter, change or modify the provisions of this Section.

71.12 Right of Landlord to Perform Tenant Obligations. If Tenant shall fail to pay any
sum of money, other than Rent, required to be paid by it hereunder or shall fail to perform any
other act on its part to be performed hereunder, and such failure shall continue beyond any
applicable cure period set forth in this Leage, Landlord may, but shall not he obligated fo,
without waiving or réleasing Tenant from any obligations of Tenant, make any such payment or .
perform any such other act on Tenant’s part to be made or performed as is in this Lease
provided. All sums g0 paid by Landlord and alt reasonable incidental costs, together with
‘nterest thercon at the rate provided in Section 3.3 from the date of such payment by Landlord,

-35.

12283-0007A12R87576vT.doe




shail be payable to Landlord on demand, and Tenant covenants to pay ary such sums, and
Tandlord shalt have (in addition to any other right or renedy of Landlord) the same rights and
remedies in the event of the non-payment thereof by Tenant as in the case of default by Tenant in

the payment of Rent.

21.13 Survival of Obligations. Any obligations of Landlord or Tenant occuriing prior to
the expiration or earliet termination of this Lease shall survive such expiration or earlier
termination. e

9114 Relationship of Parties. Nothing contained in this T.ease shall be deemed or
construed by the parties herefo or by any third party to create any relationship of principal and
agent, partnership, association, joint venture ox otherwise between Landlord and Tenant, The
sole relationship of the parties hereto shall bo that of Landlord and Tenant.

21.15 Exhibits and Addenda, The Bxhibits attached hereto are incorporated herein by
this reference as if fully set forth herein

91,16 Excention in Counterparts. This Lease may be executed simultaneously in one or
more counterparts, each of which shall be deemed an original, but all of which together shall
constitute one and the same instrament, For purposes of this Lease, facsimile signatures shall be
deemed to be original signatures, and shall be followed by the immediate overnight delivery of

original signature pages.

71.17 Recordation. Unless otherwise required by law, reither party shall record this
I,ease, but shall, upon the request of the other, acknowledge and deliver to the other a short form
memorandum of this Lease for recording purposes. The party requesting recordation shall be
responsible for payment of any fees applicable therefo. )

51.18 Construction of Lease. In all cases the language in this Lease shail be consfrued
according to its fair meaning and not for or against Landlord or Tenant.

21.19 Quict Possession. Subject {o the payment of Rent by Tenant and performance of
all of the covenants, conditions and provisions on Tenant’s part to be observed and performed
under this Lease, Tenant shall have quiet possession and guiet enjoyment of the Premises during

the Lease Termi.

21,20 Force Majeure. Except as otherwise expressly provided in this Lease, if the -
performance of any act required by fhig Tease to be performed by either Landlord or Tenant is
prevented or delayed by reason of any act of God, strike, lockout, labor trouble, inability to
secure materials, restrictive governmental laws or regulations enacted following the Lease
Commencement Date, or any other cause (except financial inability) not the fault of the party
required fo perform the act, the time for performance of the act will be extended for a period
equivalent to the period of delay and performance of the act during the period of delay will be
excused. However, nothing contained in this Section 21.20 shail excuse the prompt payment of
Rent by Tenant as required by this Lease or the performance of any act rendered difficult or
. impossible solely because of the Fnancial condition of the party required to perform the act.
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2191 Consent, Bxcept as otherwise provided herein, wherever in ihis Lease the consent
of a party is required to an act by or for the other party, such consent shall not be unreagonably

withheld or delayed.

21,22 Signage. Tenant, at its expense and subject o its obtaining any required
governmental and/or franchisor permits and approvals, may place, maintain, repair and replace
signage on the Premises. Landlord shall cooperate with Tenant's efforts to obtain any permit,
approval or consent necessary or desirable in connection with the installation of any sign.

21.23 Relocation Assistance, In consideration of Landlord entering into this Lease,
Tenant agrees to take full responsibility for moving is business, and any firnishings, fixtures,
squipment and personal property, from the Premises upon the expiration or earlier termination of
this Lease and for any resulting loss of business goodwill (the “Relocation”), and Landlord shall
have no obligation to provide assis{ance to Tenant in connection therewith tnder any federal or
state relocation laws or regulations, including, without limitation, the California Relocation
Assistance and Real Property Acquisition statutes and guidetines, In connection therewith, and
to the fullest extent permitted by law, Tenant further agrees that, effective on the expiration or
earlier termination of this Lease, Landlord shall be, and hereby is, fully and forever released
from any and all claims and liabilities, whefher direct or indirect, known or unknown, foreseen or
unforeseen, that have arisen, or that may arise, In connection with the Relocation. By such
release, Tenant exprossly waives the provisions of California Civil Code Section 1542 that

provide:

%A GENERAL RELEASE DOES NOT EXTEND TO-CLAIMS WHICH THE.
CREDITOR DOES NOT KNOW OR STJSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF
KNOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS
OR HER SETTLEMENT WITH THE DEBTOR.”

and all similar provisions or rules of law, Tenant understands that, by waiving these provisions,
Tenant waives the right to make claims against Landlord for matters pertaining to the Relocation
that are presently unknown or unanticipated. Tenant's agreement under this provision
constitutes material consideration for Landlord’s agreement to enter into this Lease, This
 provision of this shall survive the expiration or eatlier teymination of this Lease,

2124 Nendiserimination. The Tenant covenants by and for himself or herself, his or
her heirs, executors, administrators and assigns, and all persons olaiming under or through them,
that there shall be no discrimination against or segregation of, any persort or group of persons on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Govermment Code, as those bases are defined in Sections 12926, 12926.1, subdivision (tn) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Govemment Code, in the sale, leage, sublease, transfer, use, occupancy, tenure or gnjoyment of
the premises heréin conveyed, nox shall the Grantee himself or herself, or any person claiming
under or through him or her, establish or permit any practice or practices of discrimination or
segregation with reference to the selection, location, number, use or occupancy of tenants,
Jessees, subtenants, sublessees or vendees in the premises herein conveyed.
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Notwithstanding the immediately preceding paragraph, with respect io familial status,
said paragraph shall not be construed to apply to housing for older persons, as defined in Section
12955.9 of the California Government Code. With respect to familial status, nothing in said
paragraph shall be construed fo affect Sections 51.2, 51.3, 51.4,51.10, 51,11, and 799.5 of the
California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51 and
Section 1360 of the California Civil Code and subdivisions (), (o) and (p) of Section 12955 of
the California Government Code shall apply to said paragraph.

All Jeases, subleases or contracts entered into with respect to the Premises ghall contain
or be subject to substantially the following nondiscrimination/nonsegre gation clauses:

(@)  Inleases and subleases: “I'he lessee herein covenants by and for
himself or herself, his or her heirs, executors, administrators and assigns, and all persons
claiming under or through him or her; and this lease is made and accepted upon and subject to
the following conditions: That there shall be no discrimination against or segregation of any
person or group of persons, on account of any basis listed in subdivision (a) or (d) of Seetion
12955 of the California Govemment Code, ag those bases are defined in Sections 12926,
12926.1, subdivision (m) and paragraph (1) of subdivision (p) of Section 12955, and Section
12955.2. of the California Government Code, in the leasing, subleasing, transferring, use or
oceupancy, lenure or enjoyment of the premises herein leased nor shall the lessee himself or
herself, or any person claiming under or through him or her, establish or permit any such practice
or practices of discrimination or segregation with reference 0 the selection, location, number,
use or oceupancy of tenants, lessees, sublessees, subtenants or vendecs in the premises herein

{eased.

Notwithstanding the immediately preceding paragraph, with respect to familial status,
said paragraph shall not be constried to apply to housing for older persons, as défined in Section
12955.9 of the California Government Code. ‘With respect to familial status, nothing in said
paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of the
Califormia Civil Code, relating to housing for senior citizens, Subdivision (d) of Section 51 and
Section 1360 of the California Civil Code and subdivisions (n), (o) and (p) of Section 12955 of
the California Government Code shall apply to said paragraph.”

(b)  Incontracts: “The contracting party or parties hereby covenant by
and for himself or herself and their respective successors and assigns, that there shall be no
discrimination against or segregation of any person or group of persons, on account of any basis
isted in subdivision (a) or () of Section 12955 of the California Govemmuent Code, as those
bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision
(p) of Section 12955, and Section 12955.2 of the California Government Code, in the sale, lease,
sublease, transfer, use, occUpancy, tenurs or enjoyment of the premises, nox shall the contracting
party or parties, any subconfracting party or pariies, oT theix respective assigns or transferees,
establish or permit any such practice or practices of discrimination or segregation. |

Notwithstanding the immediately preceding paragraph, with respect to familial status,
sald paragraph shall not be construed o apply to housing for older persons, as defined in Section
12955.9 of the California Government Code. With respect to famikial status, nothing in said
paragraph shall be construed to affect Sections 51.2, 51.3,51.4, 51,10, 51,11, and 799.5 of the
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California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51 and
Qection 1360 of the California Civil Code and subdivisions (), (0) and (p) of Section 12955 of
fhe California Government Code shall apply to said paragraph.” :

ARTICLE 22
OPTION TO PURCHASE

22,1  Option $o Purchase. Landlord hercby granis to Tenant an option to purchase the
Premises on the terms and conditions set forth in this Article 22. Provided that Tenant is not then
in defanlt under any term or provision of this Lease, and no event or conditions then exist which,
with the passage of time or notice or both, would constitute & default by Tenant hereunder,
Tenant may exercise its option to purchase the Premises at any time during the Lease Term
(“Option Term™). The option to purchase shall be exercised by delivering to Landlord written
notice of such exercise at least ninety (90) days prior to expiration of the Option Term.

929 Purchase Price. In the event the option is exercised, the full purchase price for the
Premises shall be the higher of $7,500,000,00 or the fair market value of the Premises, said fair
market value to be determined pursuant to the appraisal procedure set forth in Section 3.2 for
determination of the Fair Rental Value during the Extended Terms.

22.3  Disposition Agreement, Within ten (10} days following the Tenant’s exercise of
the option to purchase as provided in Section 22.1 and the determination of the purchase price as
provided in Section 22.2, the Landlord and Tenant shall exccute and deliver the Disposition
Agreoment attached hereto as Exhibit "B, i#h modifications thereto as are required to affect
the purchase contemplated by this Article 22, or as the parties may otherwise mutually agree.
The purchase and sale of the Premises shall oceur pursuant to and in conformance with the terms
and conditions contained in the Disposition Agreement.

224  Termination of Option, If Tenant fails to exercise this option to purchase in
accordance with the terms of this Article 22 prior to the expiration or earlier termination of this
Lease, Tenant agrees, if requested by Landlord, to execute, acknowledge and deliver a guitclatm
doed to Landlord within thirty (30) days after fermination of this Lease and to execute,
acknowledge and deliver rny other documents requited by any title company to remove the
cloud of this option to purchese from the Premises. The provisions of this Section 22.4 shall
survive the expiration or earlier termination of this Lease.

225 Assignment. Tenantmay assign this option to purchase set forth in this
Article 22 to any “Affiliate” as defined in Article 13.

[SIGNATURES ON FOLLOWE\T G PAGE]
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IN WITNESS WHEREOF the parhes hereto have executed this Lease as of the day and

year first above written.

INDUSTRY URBAN-DEVELOPMENT
AGENCY, a pubhc body, corporate and pohtm

Narhet
Title:

. Ronald Ciptiani

Chalirman

ATTEST:

HITCHCOCK COMMERCIAL PROPERTIES, |
L.P., a Califomnia limited partnership

Secretary
By:

APPROVED AS TO FORM:
Richards, Watson & Gershan,
a professional corporation
By:

Agency Attorney

40~
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Hitchoock Commarcml Properties, Inc.,
a Calzfonna cmrpo atlon, 1ts ge ral pa.?ée

By /i-l/’ /5?// f(r‘./,q /t ? A

Name: F1edanckE Hitcheock, Jr.
Title: President & Secretary
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IN WITNESS WHERECF, the parties hereto have executed this Lease as of the day and

year fitst above written.

ATTEST:

By:

Secretary

APPROVED AS TO FORM:

Richards, Watson & Gershon,
a professional corporation

BYI!/(?,,-—-—-__———//

Mgenéy Attorney
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INDUSTRY URBAN-DEVELOPMENT
AGENCY, a public body, corporate and politic

By:
Name:
Title:

HITCECOCK COMMERCIAL PROPERTIES,
1.P., a California limited pattnership

By:  Hitchcock Commetcial Properties, Inc.,
a California corporation, its general partner

By

Name: Frederick E. Hitchcock, Ji.
Title: President & Secrefary

-40-
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EXHIBIT “A”
Legal Deseription of Land

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF PARCEL MAP No. 234, IN THE CITY
OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON
MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF PARCEL

MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY, DESCRIBED

AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP No.
234, SAID POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF GALE
AVENUE, 62.00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE, NORTH 81°
31 24" WEST, 466.00 FEET TO THE TRUE POINT OF BRGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 31° 24”7 WEST, 150.24
FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHERLY AND
HAVING A RADIUS OF 70.00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRATL ANGLE OF 16° 33" 427, AN ARC DISTANCE OF 20.23 FEET,
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 64° 57° 42 WEST,
02,45 FRET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHERLY
AND HAVING A RADIUS OF 65,00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33” 42", AN ARC DISTANCE OF 18.79 FEET;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 81° 31’ 24" WEST,
140.00 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
NORTHEASTERLY AND HAVING A RADIUS OF 17.00 FEET; THENCE
NORTHWESTERLY ALONG SAID CURVE, THROUGH A. CENTRAL ANGLE QF 80° 00°
00”, AN ARC DISTANCE OF 26.70 FEET; THENCE TANGENT TO THE LAST
MENTIONED CURVE, NORTH 08° 28° 36" EAST, 10.00 FEET TO THE BEGINNING OF A
TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A RADIUS OF 44.00
FEET; THENCE NORTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 36° 52° 127, AN ARG DISTANCE OF 28.31 FEET TO THE BEGINNING OF A
REVERSE CURVE CONCAVE SOUTHWESTERLY AND HAVING A RADIUS OF 46,00
FEET, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 44° 39’ 127 EAST;
THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 103°
50° 03", AN ARC DISTANCE OF 83.36 FEET; THENCE NORTH 08° 28’ 36" EAST, 368.75
FEET TO ITS INTERSECTION WITH THE SOUTHERLY LINE OF THE UNION PACIFIC
RAILROAD RIGHT-OF-WAY, 100.00 FRET WIDE, FORMERLY LOS ANGELES AND
SALT LAKE RAILROAD, SAID POINT OF INTERSECTION ALSO BEING IN A NON
TANGENT CURVE CONCAVE NORTHERLY AND HAVING A RADIUS OF 5779.60
FEET, A RADIAT, LINE THROUGII SAID POINT BEARS SOUTH 18° 12 39” WEST,;
THENCE SOUTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF
03° 46’ 33, AN ARC DISTANCE OF 380.87 FEET; THENCE SOUTH 08° 28" 36” WEST,

4572.09 FEET TO THE TRUE POINT OF BEGINNING.

BXCEPT THEREFROM FIFTY PERCENT (50%) OF ALL OIL OR BY—PRODUCTS
THEREFROM WHICH MAY BE PRODUCED FROM SAID PROPERTY, AS RESERVED
BY JOHN L. FLEMING IN THE AGREEMENT TO CONVEY, RECORDED DECEMBER. 9,

A-1
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1948 AS INSTRUMENT NO. 1594, IN BOOX 28910 PAGKE 285 OF SAID OFFICTAL
RECORDS, AND AS RESERVED BY JOHN L. FLEMING, ALSO KNOWN AS J.L.
FLEMING, IN'DEED RECORDED SEPTEMBER 15, 1953 AS INSTRUMENT NO. 751, IN

BOOK 42683 PAGE 163 OF SAID OFFICIAL RECORDS,

A2
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EXHIBIT “R”
Disposition Agreement

(Attached,)
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DISPOSITION AGREEMENT
17723 GALE. AVENUE]

hetween

INDUSTRY URBAN-DEVELOPMENT AGENCY
w Agen cyn

and

HITCHCOCK COMMERCIAL PROPERTIES, L.P.
“Bayer”




DISPOSITION AGREEMENT
[17723 GALE AVENUE]

THIS DISPOSITION AGREEMENT [17723 GALY, AVENUE](“Agreement”), dated
as of , 20 (the “Effective Date’”) is entered into by and between the

INDUSTRY URBAN-DEVELOPMENT AGENCY, a public body, corporate and politic (the
“Agency”), and HITCHCOCK COMMERCIAL PROPERTIES, L.P., a California limited

partnership (the “Buyer’).

RECITALS
This Agreement is entered into with reference to the following facts:

A, The purpose of this Agreement is to effectiate the Redevelopment Plan for the
Civic-Recreational-Industrial Redevelopment Project No. 1 of the Agency (the “Project Area”),
in the City of Industry, California, by facilitating construction of improvements on real property

within the Project Area.

B. Agency is a public body, corporate and politic, exercising governmental functions
and powers, and organized and existing under the Community Redevelopment Law of the State
of California (being § 33000 et. seq, of the Health and Safety Code of the State of California).

C.  Agency owns the fee interest in certain real property in the Project Area and
located in the City of Industry, County of Los Angeles, State of California, as more particulatly
Jescribed in. Exhibit “A” attached hereto and incorporated herein by this reference (the
“property”). The Agency and the buyer are the “Landlord” and “Tenant” respectively, under
that certain Lease dated as of October 20, 2010 (the “Lease™) and pursuant to which the Buyer
has been granted an option to purchase the Property as provided in Article 23 thereof (the
“Option”). The buyer has exercised the Option in compliance with the provisions of Article 23
of the Lease, and the Agency wishes to sell fo Buyer and the Buyer wishas to purchase from
Agency the Property as provided in and subject to the terms and conditions of this Agreement,

D. The Agency has determined that the purckase of the Property by the Buyer ant the
ase of the Property for-the purposes set forth herein are in the best interests of the Agency, and
the health, safety and welfare of the residents and taxpayers of the Project Area, and is in accord
with the public putposes and provisions of applicable state and local laws.

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS.

1.1  Definitions. The following terms ag used in this Agreement shall have the
meanings given unless expressly provided to the contrary: '

1.1.1  “Agency” means the Industry Urban-Development Agency, & public body,
corporate and politic, exercising governmental functions and powers, and organized and existing
under the Community Redevelopment Law of the State of California, with full power and
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anthority to execute this Agresment. The principal office of the Agency is located at 15625 Bast
Stafford Sireet, Suite 200, City of Tndustry, California 91744, ’

1.1.2  “Agreement” means this Disposition Agreement.

113 “Assignment” has the meaning provided in Section 2.3.3(a){¥).
1.1.4 “Auto Center” has the meaning provided in Section 3.8,

1.1.5 “Breach Notice” has the meaning provided in Section 3.7.

1.1.6 “Buyer” means Hitchoock Commercial Properties, L.P., a California
limited partnership. .

11.7 “CC&R Documents” has the meaning provided in Section 3.8.

1.1.8 “CC&R Documents Review Period” has the meaning provided in
Section 3.8.

1.1.9 “City” means the City of Indusiry, 2 muricipal corporation, exercising
governmental functions and powers, and organized and existing under the laws of the State of
California. The principal office of the City is located at'15651 Bast Stafford Street, City of

Tndustry, California 91744,

1.1.10 “Close of Eserow” or “Closing” have the meanings provided in
Section 2.3.2.

1.1,11 “Closing Date” means the date upon which the Agency by the Grant
Theed shall convey title to the Property to the Buyer and such Grant Deed is recorded in the
Official Records of the County of Los Angeles.

1.1.12 “Deposit” has the meaning provided in Section 2.2.1.
1.1.13 “Disapproved Exception™ has the meaning provided in Section 2.5.1.
1.1.14 “Due Diligence Perfod” has the meaning provided in Section 2.7,

. 1.1.15 “Effective Date” means the date this Agreemont has been fully excented
by all parties which is ,20

1.1.16 “Eserow” has the meaning provided in Section 2.3.1.

1.1.17 “Eserow Holder” means First American Title Tnsurance Conpany (Patty
Beverly, Bscrow Officer). The principal office of the Esctow Holder for purposes of this :
Agreemert is 5 First American Way, Santa Ana, California 92707; Telephone: (714) 250-8455;

Fax: (714) 200-0519,
1.1.18 “Tee Title Policy” has the meaning provided in Section 2.5.3.
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1.1.19 “Grant Deed” has the meaning provided in Section 2.5.2.

11.20 “Hazardous Materials” means ay hazardous or toxic substance,
material, or waste that is or becomes regulated by any local governmental anthority, the State of
California or the United States Goverrument. Tha term “Hazardous Material” includes, without
limitation, any material or substance which is (i) defined as “Hazardons ‘Waste,” “Exiremely
Hazardous Waste,” or “Restricted Hazardons Waste” under Sections 25 115, 25117 or 25122.7,

. or listed pursuant to Section 25140 of the California Health and Safety Code, Division 20,
Chapter 6.5 (Hazardous Waste Control Law); (i) defined as a “Hazardous Substance” under
Section 25316 of the California Health and Safety Code, Division 20, Chapter 6.8 (Carpenter-
Presley-Tanner Hazardous Substance Account Act); (iii) defined as a “Hazardous Material,”
“ITazardous Substence,” ot “Hazardous Waste™ under Section 25501 of the California Health and
Safety Code, Division 20, Chaptet 6.95 (Hazardous Materials Release Response Plans and
Inventory); (iv) defined as a “Hazardous Substance” under Section 25231 of the California
Health and Safety Code, Division 20, Chapter 6.7 (Underground Storage of Hazardous
Substances); (v) petroleum (or fraction thereof) or any other hydrocarbon or any hydrocarbon
substance; (vi) asbestos; (vii) defined as “Huzardouns” or “Extremely Hazardous™ pursuant {o
Article T1L of Title 22 of the California Administrative Code, Division 4, Chapter 20; (viil)
designated as a “Hazardous Substance” pursuant to Section 311 of the Federal Water Pollution
Control Act (33 U.S.C. Section 1317); (ix) defined as a “Hazardous Waste” pursuant to Section
1004 of the Federal Resource Conservation and Recovery Act, 42 U.S.C. Section 6901, et seq.
{42 1U.8.C. Section 6903); or (x) defined as a “Hazardous Substance” pursuant to Section 101 of
the Comprehensive Environmental Response, Compensation and Liability Act, 42 U.8.C.
Section 9601, et seq. (42 U.8.C. Section 9601).

' 1.1.21 “Holder” means a holder of record of any mortgage, deed of trust or other
security instrument affecting the Propesty. '

1.1.22 “JAMS Rules” has the meaning provided in Section 3.8,
1.1.23 “Lease” has the meaning ﬁrovided in Recital C above.
1.1.24 “Option” Las the meaning provided in Recital C above.
1.1.25 “Outside Date” has the meaning provided in Scctioﬁ 2.32.

1.1.26 “Party” means any party to this Agreement and the “Parties” shall be all
parties to this Agroement.

1.1.27 “Project Area” means the (4vic-Recreational-Industrial Redevelopment
Project No. 1 of the Agency. '

1.1.28 “Property” has the meaning provided in Recital C above.

1.1.20 “Purchase Price” has the meaning provided in Section 2.1,

12283-DO0\L 2858794 doe




1.1.30 “Redevelopment Plan” means the Redevelopment Plan for the Civie-
Recreational-Industrial Redevelopment Project No, 1, as it may be amended from time to time.
This Agreement shall be subject to the provisions of the Redevelopment Plan.

1.1.31 “Restrictive Covenant” has the meaning provided in Section 3.3.

11.32 “Restrictive Covenant Period” has the meaning provided in Section 3.1.
1.1.33 “Title Company” has the meaning provided in Section 2.5.3. |
1.1.34 “Title Report” hes the meaning provided in Section 2.5 .1

1.1.35 “Transaction Costs” means all casts incurred by either party in entering
into this transaction: and closing Escrow, including but not limited to escrow fees and costs,
attorney’s fees, staff time, appraisal costs, and costs of financial advisors and other consultants.

ARTICLE 2 .
PURCHASE AND SALE OF THE PROPERTY

91  Purchase and Sale. The Agency agrees to seil the Property to the Buyer, and the

Buyer agrees to purchase the Property from the Agency, for the'sutmof
Dollars ($ _ ) (the “Purchase Price”).

2.2 Payment of Purchase Pﬂce/Closing Funds. The Purchase Price shall be payable
by Buyer as follows:

2.2.1 Deposit. Buyer shall deposit with Bscrow Holder the sum of Two
Hundred Fifty Thousand Dollars (525 0,000.00) {the “Deposit”). The Deposit shall be invested
by Escrow Holder in an interest bearing account acceptable to Buyer and Agency with all
interest accruing thereort to be credited to the Purchase Price upon the Close of Esorow. The
Deposit shall be applicable in full towards the cash payment of the Purchase Price upon Closing.
The remaining balance of the cash payment of the Purchase Price shall be payable by Buyer in
the form of a cashier’s check, federal wire transfer, or other form acceptablé to the Agency and
the Hscrow Holder and placed into Escrow no later.than two (2) business days prior to the Close

of BEscrow.

222 Closing Punds. Prior to the Close of Escrow, Buyer shall deposit or cause
to be deposited with Escrow Holder, funds sufficient to pay the Buyer’'s share of the costs of the
Bscrow, prorations and closing costs as hereinaftor described,

2.3 Escrow.

731 Opening of Bserow, Within five (5) days after the Parties’ full execution
hereof, the Buyer and the Agency shall open an escrow (the “Escrow”) with the Bscrow Holder
for the transfer of the Property to the Buyer. The DParties shall deposit with the Escrow Holder 2
fully exscuted duplicate original of this Agrecment, which shall serve as the escrow instructions
(which may be supplemented in writing by mutual agreement of the Parties) for the Escrow, The

12283-0007\1285879v4.doc



.,
e,
8

Rscrow Holder is anthorized to act under this Agreement, and to carry out its duties as the
Escrow Holder hereunder.

932 Close of Bscrow. “Close of Escrow” or “Closing” means the date Bscrow
Holder causes the Grant Deed to be recorded in the Official Records of the County of Los
Angeles and delivers the Purchase Price (less any escrow or othet costs payable by the Agency)
to the Agency. Close of Escrow shall occur within forty-five (45) following the Effective Date
(the “QOutside Date”). If for any reason other than a default by the Agency or Buyer the Closing
does not oceur on or before the Ouiside Date, this Agreement shall automatically {erminate,
unless extended in writing by both Parties, and all documents and menies previously deposited
into the Hscrow shall be promptly returned to the appropriate Party and each Paity shall pay one-
half (1/2) of any Escrow charges and fees in connection with such termination.

2.3.3 Delivery of Closing Documents,

(a)  The Agency and Buyer agree to deliver to Bscrow Holder, at least
two (2) days prior to the Close of Escrow, the following instruments and documents, the delivery
of each of which shall be a condition precedent fo the Close of Bscrow:

(i) The Grant Deed, duly executed and acknowledged by the
Agency and accepted by Buyer, conveying a fee simple interest in the Property fo Buyer,
subject only to such exceptions to title as Buyer may have approved or have been deemed to
have been approved pursuant to Section 2.5.1;

(i) The Agency's affidavit as contemplated by California
Revenue and Taxation Code §18662;

i) A Certification of Non-Foreign Stafus signed by Agency in
accordanee with Internal Revenue Code Section 1445;

(iv) Suchproofof the Agency’s and Buyer’s authority and
authorization fo enter into this transaction as the Title Company may reasonably require in
order to issue the Feo Title Policy; and

(v) The General Assignment and Bill of Sale in the form
attached hereto as Exhibit “B” (the “Assignment”), duly exccuted by the Agency and Buyer.

The Agency and the Buyer further agfee to execate such reasanable and
customary additional documents, and sueh additional escrow instructions, as may be reasonably
sequired to close the trapsaction which ig the subject of this Agreement pursuant to the terms
hereof.

2.4 Conditions to Close of Bscrow. The obligations of the Agency and Buyer to close
the transactions which are the subject of this Agreement shall be subject to the satisfaction or
waiver in writing of cach of the following conditions, at {he option of the party for whose benefit
the condition exisis: '
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041 The Buyer shall have deposited the Deposit and such funds as are
necessary to pay for costs and expenses payable by Buyer hercunder.

. 2.42 The parties shall have executed and delivered fo Escrow Holder all
documents and funds required to be delivered to Escrow Holder under the terms of this

Agresment,

2,43 The representations and warranties of Agency and Buyer contained in this
Agrecment shall be true and correct iz all materials respects as of the Closing Pate.

2.4.4 Title Company shail have committed to issue the Fee Title Policy subject
only to those exceptions approved or deermed approved by Buyer.

24,5 Buyer shall be satisfied with Buyer’s due diligence investigation of the
Property as provided in Section 2.7 below,

346 As of the Closing Date, the Buyer shall not be in default under any term or
provision of the Lease. ' ‘
Tn the event a condition for the benefit of a Party or both Parties is not satisfied -

(or waived by the benefitied Party or Parties) prior to the Quiside Date, the benefitted Party or
Parties shall be relieved of all obligations under this Agreement (except to the extent otherwise

expressty provided hetein).

2.5  Condition of Title; Title nsurence.

9.5.1 Within thres (3) business-days after the Effective Date, the Agency shalt
deliver to the Buyer, for the Buyer’s review and approval, a current preliminary title report
covering the Property (the “Title Report”) and copies of any instruments or documents noted as
exceptions thereon. The Buyer shall approve or disapprove each exception shown on the Title
Repott in writing prior to the expiration of the Due Diligence Period. Should Buyer fail fo
disapprove any title exceptions prior to the expiration of the Due Diligence Period, all title
exceptions referenced in the Title Report shall be deemed approved by Buyer. Notwithstanding

_anything to the contrary contained herein, all of those exceptions to title contained in that certain
Preliminary Title Report dated October 1, 2010 and attached hereto as Exhibit “C” and
incorporated herein by this reference except title excoption items B, C, D, 27, 28, 29 and 30 or

. any reference to any taxes due, shall be deemed approved by the Buyer. The Agency shall be
under no obligation to remove any exception or encumbrance on title which is disapproved by
Buyer (a “Disapproved Exception”), but the Agency agrees 1o coopetate in good faith with

. Buyer in Buyer’s efforts to eliminate any Disapproved Exception, provided the Agency is not
obligated to pay any sums to the holder of such Disapproved Bxception to obtzin the release
thereof, If Buyer is ynable to obtain a discharge, satisfaction, release, ot termination of &
Disapproved Exception (in each case acceptable to the Buyer in the exercise of its sole and
absolute discretion), or if the Agency does not elect to do so, then Buyer shall have the right, on
or prior to the expiration of the Due Diligence Period to:

‘ (a) vraive the Disapproved Exception and proceed to the Close of
Bscrow, accepting title to the Property subject to the Disapproved Exception, or

6
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(b)  terminate this Agreement, in which event (i) Buyer and the Agency
shall be relieved of all further obligation and lability to the other under this Agresment, and
(ii) the Deposit shall be retumed to Buyer.

949 At the Close of Escrow, the Buyer shall receive {itle to the Property by
grant deed substantially in the form attached hereto as Bxhibit “D” and incorporated herein by
this reference (the “Grant Deed”).

753 At Closing, the Buyer shall receive a CLTA {or ALTA, with survey, at the
option and expense of the Buyer) Owner's Standard Coverage Policy of Title Insurance (the
“Fee Title Policy™), issued by First Ametican Title Insurance Company (“Tifle Company”) in
the amount of the Purchase Price, and insuring that title fo the Property is free and clear ofall
liens, easements, covenants, conditions, restrictions, and other encumbrances of record except
(&) ourrent taxes and assessments of record, but not any overdue or delinquent taxcs on
assessments, (b} this Agreement, including the Restrictive Covenant described in Section 3.5,
and (¢) such other encumbrances approved or deemed approved by the Buyer, or caused by

Buyer.

2.6  Hscrow Charges and Prorations.

2.6.1 Agency shall pay (i) one-haif (1/2) of the fees and charges of Hscrow
Holder, (ii) the cost of the premium for the CLTA Standard Coverage portion of the Fee Title
Policy, (iii) all documentary or other local transfer taxes on the transfer of the Property, and
(iv) Agency’s share of the charges prorated vnder this Agreement. Ifthe Escrow shall fail to
close due to Ageney’s default or a failure of a condition precedent to Buyer’s obligations under
this Agreement, Agency shall pay all Bscrow cancellation charges.

2.6.2 Buyer shall pay (i) one-half (1/2) of the fees and charges of Bscrow
Holder, (i) the cost of the premivm for the Fee Title Policy in excess of the premiur for a
CLTA Standard Coverage policy, if any, (iif) the cost of all endorsements to the Fee Title Policy,
(iv) all costs and charges for the recordation of the Grant Deed, and (v) Buyet’s share of the
* charges prorated under this Agreement. If the Fscrow shall fail to close due to Buyer’s default or
o failure of a condition precedent to Agency’s obli gations under this Agreement, Buyer ghall pay
all Bscrow cancellation charges.

263 The following shall be apportioned with respect to the Property as of

©12:01 a.m., on the day on which the Close of Escrow ogours, as if Buyer were vested with title to
the Property during the entire day upon which the Close of Escrow ocours: (i) rents, if any, as

and when collected (the term “rents” as used in this Agrecment includes ali payments due and
payable by tenant under the Leasc); (if) taxes (including personal property taxes, if any) and
assessments levied against the Property; (iif) gas, electricity and other utility charges for which
Agency is lable, if any, such charges to be apportioned at the Close of Escrow on the basis of
the most recent meter reading oceurring prior to the Close of Escrow; and (iv) any other
operating expenses or othor items pertaining to the Property which are customarily prorated
between a buyer and a seller in the area in which the Property is located.
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264 Notwithstanding anything contained in ‘Section 2.6.3, any instaliment of
taxos or assessments atfributable to the Property for the current year paid at or prior to the Close
of Escrow shall be prorated based upon the amounts actually paid. Iftaxes and assessments
atfributable to the Property for the current year have not been paid before the Close of Escrow,
Agency shall be charged at the Close of Escrow an amount equal to that portion of such taxes
and assessments which relates to the peried before the Close of Escrow and Buyer shall pay the
taxes and assessments prior to their becoming delinguent, Any such apportionment made with
respect to a tax year for which the tax rate or assessed valuation, or both, have not yet been fixed
shall be based upon the tax rate and/or assessed valuation last fixed. To the extent that the actual
taxes and assessments attributable to the Property for the current year differ from the amount
apportioned at the Close of Hscrow, the parties shall make all necedsary adjustments by
appropriate payments between themselves following the Close of Escrow. All delinquent taxes
and assessments (and any penalties therein) for periods prior to the Close of Escrow, if any,
attributable to the Property shall be paid by Agency.

2,6.5 All prorations shall be determined on the basis of a 365 day year. The
provisions of this Section 2.6 shall survive the Close of Bscrow.

27 Due Diligence Period; Access. During the period commencing on the Bffective
Date and ending at 5:00 p.m. on the date which is thirty (30) days thereafter (the “Due Diligence
Period”), Buyer may inspect the Property as necessary Lo approve alt zoning and land use
rmatters relating to the Property and to approve the physical condition of the Property subject to
the limitations set forth below.

2.7.1 ‘Within three (3) business days after the Effective Date, Agency shall
provide to Buyer, any and all of the following documents to the extent in Agency's possession:
environmental materials soils and geological testings or repotis, structural engineering reports,
plans and specifications, utility contracts, service contracts, brokerage agreements, leases of
space ai the Property, and property tax hills for each of the two (2) prior fiscal years. Itis
understood by the parties hereto that Agency does not make any representation or warranty,
express or implied, as to the accuracy or completencss of any information contained in Agency’s
files or in the documents produced by Agency, including without fimitation, any environmental
audit or report prepared by unaffiliated third party consultant, To the extent permitted by law,
Buyer shall keep afl information provided by the Agency confidential and shall not disclose it to
any third parties except its accountants, legal counsel, and other consultants employed in
connaction with its acquisition of the Property. In the event this Agreement s terminated, Buyer
shall promptly return to Agency all such documentation and other information obtained from or
otherwise provided by Agency. Buyer shall provide Agency with copies of ail reports, test
results, surveys and other written materials obtained by Buyet in comnection with its
investigation of the Property promptly following Buyer’s receipt thereof. Buyer may terminate
this Agreement in Buyer’s sole and absolofe discretion for any reason, ot for no reason
whatsoever, by giving written notice to the Agency on any day prior to and including the final
day of the Due Diligence Period, in which event, this Agreement shall become null and void and,
oxcept as expressly set forth in this Agreement, neither party shall have any further rights, duties
and obligations hereunder, and Buyer shall be entitled to the framediate refund of the Deposit.
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2.7.2  Subject to Buyer's compliance with the terms of this Section 2.7, Buyer
and its agents, attorneys, accountants, and other representatives shall have the right, at Buyer’s
sole cost and expense, during the Due Diligence Period to make inspections and other
examinations of the Property and the improvements thereon, including without limitation, the
right to perform surveys, soil and geological tests, and environmental site assessments and
studies of the Property. Buyer’s physical inspection of the Property shall be conducted during
normal business hours at times mutually acceptable to Buyer and Agency. Buyer shall give
Agency at least 24 hours prior notice and Agency shall have the right to be present doring any
such inspections. No invasive testing or boring shall be done without the prior notification of
Agency and Agency’s written permission of the same, which permission may be withheld in
Agency’s sole and absolute discretion. Buyer shall promptly repair any damage to the Property
caused by its inspections and investigations. ’

2.8  Representations and Warraniies.

281 Apency’s Representations and Warranties. In consideration of Buyer
entering into this Agreement and as an inducement t0 Buyer to purchase the Property, the
Agency makes the following yepresentations and warranties as of the Effective Date and the
Close of Escrow, sach of which is material and is being relied upon by Buyer (and the truth and
accuracy of which shall constitute a condition precedent to Buyer’s obligations hereunder):

(a) Agency has the legal power, right and authority to enter into this
Agresment and the instruments referenced herein, and to consummate the transaction
contemplated heteby.

. (b)  Allrequisite action has been taken by Agency in connection with
the entering into this Agreement, the instruments referenced herein, and the consummation of the
transaction contemplated hereby. Except as has been obtained prior to the Agency’s execution
of this Agreement, no consent of any creditor, judicial or administrative body, governimental

authority or other party is required.

(¢)  The individuals executing this Agreement and the instruments
referenced herein on behalf of Agency have the legal power, right, and actnal authority to bind
Agency to the terms and conditions hereof and thereof,

(@)  This Agreement and all documents required hereby to be executed
by Agency are and shall be valid, logally binding obligations of and enforceable against Agency
in accordance with their terms.

(e)  Neither the execution and delivery of this Agreement and the
documents and instruments referenced herein, nor the incurrence of the obligations set forth
herein, nor the consummation of the transaction contemplated herein, mor compliance with the
terms of this Agreement and the documents and instruments referenced herein conflict with or

. result in the material breach of any terins, conditions or provisions of, or constitute a default
under, any bond, note, or other evidence of indebiedness or any contract, indentore, mortgage,
deed of trust, loan, lease or other agreement or instrument to which Agency is a party.
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63 To the actual knowledge of the Agency, there are no pending
actions, suits, arbitrations, claims or proceedings, at law, in equity or otherwise, affecting all or
any portion of the Property and in which Agency is a party by reason of Agency’s ownership of
the Property,

As used in this Section 2.8.1, the phrase “actual knowledge of Agency” shall
mean the actual and current knowledge of Kevin Radeclkd or his successor after having made
inquiry of anyone within the Agency who would have a reason to know any information relevant
{6 the ahove warranties and representations. Mr. Radecki or his successor is primarily
responsible for the management of the Property on behalf of Agency.

982 As-Is Sale, BUYER ACKNOWLEDGES AND AGREES THAT BUYER
WILL BE CONCLUDING THE PURCHASE OF THE PROPERTY BASED SOLELY UPON
RUYER’S INSPECTION AND INVESTIGATION OF THE PROPERTY, AND THAT
RBUYER WILL BE PURCHASING THE PROPERTY ON AN “AS IS, WHERE IS” BASIS,
WTTH ALL FAULTS, LATENT AND PATENT. WITHOUT LIMITING THE GENERALITY
OF THE FOREGOING, BUYER ACKNOWLEDGES AND AGREES THAT AGENCY HAS
NOT MADE, IS NOT HEREBY MAKING, AND AGENCY HEREBY EXPRESSLY
DISCLAIMS AND NEGATES, ANY REPRESENTATIONS OR WARRANTIES OF ANY
KIND WHATSOEVER, BITHER EXPRESS OR IMPLIED, EXCEPT THOSE EXPRESSLY
CONTAINED IN SECTION 2.8.1 OF THIS AGREEMENT, ON WHICH BUYER IS
RELYING, AS TO ANY MATTER CONCERNING THE PROPERTY, INCLUDING,
WITHOUT LIMITATION, MATTERS RELATING TO THE ZONING, LAND-USE OR
OTHER ENTITLEMENTS, THE ENVIRONMENTAL CONDITION OF THE PROPERTY
(INCLUDING, WITHOUT LIMITATION, THE EXISTING ENVIRONMENTAL
CONDITION), AND/OR SOILS, SEISMIC, GROTECHNICAL, THE CONSTRUCTION OF
THE IMPROVEMENTS ON THE PROPERTY, THE COMPLIANCE OF THE PROFPERTY
WITH APPLICABLE LAWS AND REGULATIONS, THE FINANCIAL CONDITION OF
THE PROPERTY OR ANY OTHER REPRESENTATION OR. WARRANTY RESPECTING
IIENS, ENCUMBRANCES; RIGHTS OR CLAIMS, AFFECTING OR CONCERNING THE
PROPERTY OR ANY PART THEREQF, AND AGENCY SPECIFICALLY DISCLAIMS
ANY SUCH REPRESENTATIONS OR WARRANTIES, AND/OR OTHER MATTERS
RELATING TO THE CONDITION OF THE PROPERTY. BUYER ACKNOWLEDGES AND
AGREES THAT ANY INFORMATION PROVIDED OR TO BE PROVIDED WITH
RESPECT TO THE PROPERTY BY OR ON BEHALF OF AGENCY, INCLUDING,
WITEQUT LIMITATION, THE ENVIRONMENTAL REPORTS AND THE OTHER
DOCUMENTS AND INSTRUMENTS TO BE DELIVERED TO, OR OTHERWISE MADE
AVAILABLR TO, BUYER WAS OBTAINED FROM A VARIETY OF SOURCES, THAT
AGENCY HAS NOT MADE ANY INDEPENDENT INVESTIGATION OR VERIFICATION
OF SUCH INFORMATION, THAT ALL SUCH INFORMATION HAS BEEN AND SHALL
RE PROVIDED SOLELY AS AN ACCOMMODATION TO BUYER, AND THAT AGENCY
MAKES NO REPRESENTATIONS OR WARRANTIES AS TO THE ACCURACY,
TRUTHFULNESS OR COMPLETENESS OF SUCH INFORMATION. AS PART OF
BUYER’S AGREEMENT TO PURCHASE AND ACCEPT THE PROPERTY “AS-IS,
WHERE-IS,” AND “WITH ALL FAULTS”, AND NOT AS A LIMITATION ON SUCH
AGREEMENT, BUYER HEREBRY UNCONDITIONALLY AND JRREVOCABLY WAIVES
ANY AND ALL ACTUAL OR POTENTIAL CLAIMS OR RIGHTS AGAINST THE
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AGENCY ARISING OUT OF THE INACCURACY OR INCOMPLETENESS OF ANY
MATERIALS SO FURNISIHED, ARISING OUT OF OR IN CONNECTION WITH THE
ENVIRONMENTAL CONDITION OF THE PROPERTY, AND ANY AND ALL ACTUAL
OR POTENTIAL CLAIMS OR RIGHTS BUYER MIGHT BAVE REGARDING ANY FORM
OF REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, OF ANY KIND OR
TYPE, RELATING TO THE PROPERTY, OTHFR THAN IN CONNECTION WITH THOSE
REPRESENTATIONS AND WARRANTIES EXPRESSLY CONTAINED IN SECTION 2.8.1
OF THIS AGREEMENT. SUCH WAIVER IS ABSOLUTE, COMPLETE, TOTAL AND
UNLIMITED IN ANY WAY. ASPART OF THE PROVISIONS OF THIS SECTION, BUT
NOT AS A TLIMITATION THEREON, BUYER HEREBY AGREES, REPRESENTS AND
WARRANTS THAT THE MATTERS RELEASED HEREIN ARE NOT LIMITED TO
MATTERS WHICH ARE KNOWN OR DISCLOSED, AND BUYER HEREBY WATVES
ANY AND ALL RIGHTS AND BENEFITS WHICH IT NOW HAS, OR IN THE FUTURE
MAY HAVE CONFERRED UPON IT, BY VIRTUE OF THE PROVISIONS OF FEDERAL,
STATE OR LOCAJL. LAWS, RULES OR REGULATIONS, INCLUDING WITHOUT
LIMITATION, SECTION 1542 OF THE CIVII, CODE OF THE STATE OF CALIFORNIA
OR ANY SIMILAR STATUTE, LAW, RULE OR REGULATION OF ANY OTHER STATE.
BUYER ACKNOWLEDGES THAT SECTION 1542 OF THE CIVIL CODE OF THE STATE
OF CALIRORNIA PROVIDES AS FOLLOWS: :

© %A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTION THE RELEASE, WHICH IF

X NOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS
OR HER SETTLEMENT WITH THE DEBTOR.”

AGENCY AND BUYER HAVE BEACH INITIALED THIS SECTION TO FURTHER
INDICATE THEIR AWARENESS AND ACCEPTANCE OF EACH AND BVERY
PROVISION HERECE,

AGENCY ' ' BUYER

: The provisions of this Section 2.8.2 shall survive the Close of Escrow and the fecording
of the Grant Deed,

2.8 Facrow Holder.
2.9,1 Hscrow Holder is authorized to;

(a)  Payand charge the Buyer for any fecs, charges-and costs payable
by the Buyer under this Agreement. Before such payments are made, the Escrow Holder shall
notify the Agency and the Buyer of the fees, charges, and costs necessary to close the Escrow;

()  and charge the Agency for any fees, chargés and costs payable by
thie Agency under this Agreement. Before such payments are made, the Bscrow Holder shall
notify the Agency and the Buyer of the fees, charges, and costs necessary to close the Escrow;
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(c) Disburse funds and deliver all documents to the Parties entitled
thereto when the conditions of the Escrow have been fulfilled by the Agency and the Buyer; and

(@  Record the Grant Deed and any other instruments delivered
through the Escrow, if necessary or proper, to vest titls in the Buyer in accordance with the ferms
and provisions of this Agreement,

2.9.2 Any amendihent of these escrow instructions shall be in writing and
signed by both the Agency and the Buyer. At the time of any amendment, Bsorow Holder shall
agrse to carry out its duties as escrow holder under such amendment.

293 Al conmunications from the Bscrow Holder to the Agency or the Buyer
shall be directad to the addresses and in the manner established in Section 6.2 of this Agreement.

2.9.4 The Hability of the Escrow Holder under this Agreement is limited to
performance of the obligations imposed upon it under this Article 2, and any amendments heroto

agreed upon by Bscrow IHolder.

2.10  Additional Instructions, The Parties shall execute appropriate supplemental
escrow instructions which are not inconsistent herewith. 1f there is any inconsistency between
the terms hereof and the terms of the escrow instructions, the terms hereof shall control unless an
intent to amend the terms hereof is expressly stated in such escrow instructions.

ARTICLE 3
USE OF THE PROPERTY

3.1  Use. The Buyer covenants and agrees for itself, and its successors and its assigns,
that the Property, and every part thereof, shall be used for the op eration of a Mazda automobile
dealership (or other new car dealership of another major manufacturer reasonably acceptable to
Ageney), with ancillery used car sales and xelated uses, including service and repair, for a period
of twenty (20) years, commencing on the Closing Date and ending on the date twenty (20) years
thereafter (the “Restrictive Covenant Period”). The covenant to use the Property for the
foregoing use shall run with the land for the benefit of the Agency for the purpose of protecting
the interest of the community, and shall be binding on the Buyer and all successors in interest of
the Buyer. The foregoing use covenant shall run in favor of the Agency without regard to
whether the Agency has been, remains or is an owner or holdet of any land or interest in the
Project Area. The Agency shall have the right to assign all of its rights and benefits hercunder
only fo the City, and the Agency may not otherwise assign such rights and benefits.

35 Maintenance of the Property. The Buyer, and the Buyer’s successors and assigns,
shall maintain the Property and all improvernents located thereon (including landscaping) in
good and clean condition and repair. .

33  Obligation to Refrain from Discrimination. The Buyer covenants and agrees for
itself, its successors and assigns, and for every successor in inferest to the Property or any part
thereof, that there shall be no discrimination against or segregation of any person, or group of
persons, on account of sex, marifal status, age, handicap, race, color, religion, creed, national
origin or ancesiry in the sale, lease, sublease, fransfer, use, occupancy, tenure or enjoyment of
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the Property, and the Buyer (itself or any person claiming under or through the Buyer) shall not
establish or permit any such practics or practices of discrimination or segregation with reference
to the selection, Iocation, nuriiber, use or ocoupancy of tenants, lessees, subtenants, sublessees, or
vendees of the Property or any portion thersof. Notwithstanding the foregoing, if and when the
Buyer conveys the Property to a third party thereon in accordance with the Agreement, the Buyer
shall be relisved of any further responsibitity under this Section 3.3 as to the Property so ‘

conveyed,

3.4  Form of Nondiscrimination and Nonsegregation Clauses, All deeds, leases or
_ contracts for sale shall contain the following nondiscrimination or nonsegregation clanses:

34.1 Indeeds: “The grantee herein covenans by and for himself or herself, his
or her heirs, executors, administrators and assigns, and all persons claiming under or through
them, that there shall be no discrimination against or segregation of, any person or group of
persons on account of any basis listed in subdivision (a) o (d) of Section 12955 of the California
Govemnment Cods, as thoge bases are defined in Sections 12926, 12926.1, subdivision {m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Govemnment Code, in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of
the premises herein conveyed, nor shall the Grantee himself or herself, or any person claiming
under or through him or her, establish or permit any 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 premises herein conveyed. The foregoing
covenants shall run with the land,

Notwithstanding the immediatety preceding paragraph, with respect to familial
status, said paragraph shall not be construed 1o apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51,10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior ¢itizens. Subdivision (d) of Section 51
and Section 1360 of the, California Civil Code and subdivisions (1), (0) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

3.4.2 Inleases: “The lessee herein covenants by and for himself or berself, his
ar her heirs, executors, administrators and assigns, and all parsons claiming under or through him
or her, and this lease is made and accepted upon and subject to the following conditions: That
there shall be no discrimination against or segregation of any person or group of persons, on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Governmens Cods, as those bases are defined in Sections 12926, 12926.1, subdivision {m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 129552 of the California
Government Code, in the leasing, subleasing, transferring, use or occupancy, tenure or
enjoyment of the premises herein leased nor shall the lessee himself or herself, or any person
. claiming under or through him or her, establish or permit any such practice or practices of
discrimination or segregation with reference to the selection, location, number, uss or occupancy
of tenants, lessees, sublessees, subtenants or vendees in the premises herein leased.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall net be constraed to apply to housing for older persons, as defined in
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Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 5 1.4, 51.10, 51,11, and 799.5 of
the California Civil Cods, relating to housing for senior citizens, Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (1), (0} and (p) of Section 12955
of the California Government Code shall apply o said paragraph.”

143 Tncontracts: “The corfracting party or parties hereby covenant by and for
himself or herself and their respective successors and assigns, that there shall be no
discrimination against or segregation of any person or group of persons, on account of any basis
listed in subdivision (a) ot (d) of Section 12955 of the California Government Code, as those
bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision
(p) of Section 12955; and Section 12955.2 of the California Government Code, in the sale, leass,
sublease, transfer, nse, occupancy, tenure or enjoyment of the premises, nor shall the contracting
party or parties, any subconiracting party or parties, or their respective assigns or transferees,
establish or permit any such practice ot practices of discrimination or segregation.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Qection 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51,3, 51.4, 51.10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

3.5  Restrictive Covenant. Tn order to insure the Buyer’s compliance with the use
resirictions set forth in Section 3.1 hereof, a restrictive covenant (“Restrictive Covenant”) shall
be set forth in the Grant Deed. The Restrictive Covenant provides, among other things, that the
Buyer must use and mainfain the Propetty for the uses deseribed in Section 3.1 for the
Restrictive Covenant Period, and that if the Buyer fails to comply with terms thereof, the Agency
shall have the right to exercise its rights pursuant to Section 3.7 below.

3.6  Bffect and Duration of Covenants. The following covenants shall be binding
upon the Property and Buyer and its successors and assigns, gach of which shall be set forth with
particularity in any document of transfer or conveyance by the Buyer:

36,1 The use and maintenance requirements set forth in Sections 3,1 and 3.2,
which shall remain in effect for twenty (20) vears after the conveyance of the Property to Buyer;

3.6.2 The non-discrimination and non-segregation requirements set forth in
Section 3.4, which shall remain in effect in perpetuity; and

3.6.3 FEasements to the Agency, City or other public agencies for utilities:
existing as of the execution of this Agreement, which shall remain in effect according to their

terms,
3.7  Agency Right to Repurchase. If, during the Restrictive Covenant Period, except

for periods of repair or restoration of existing facilities, remodeling of existing facilities, or
removal and replacement of a Mazda dealer or franchisee, Buyer or Buyer’s successors or
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. assigns, as applicable, breach the Restrictive Covenant by ceasing to use or majntain the Property
for the operation of an automobile retail sales, scrvice and repair business in accordance with the
provisions of Section 3.1 of this Agreement, then in such event, the Agency may give written
notice (a “Breach Notice”) of such breach to Buyer and, if applicable, to any Holder. Buyer shall
have a period of ninety (90) days afier the date of the Breach Notice to cure said breach. Inthe
evont that Buyer shall fail to cure such breach within said nirety (90) day period, Agency shall
have the right at its option to repurchase, and following repurchase, reenter and take possession
of the Property with all improvements thereon, Such right to repurchase, reenter and repossess
shall, however, be subordinate and subject to and be imited by and shali not defeat, render

" invalid, or limit any Holder’s deed of trust or mortgage encumbering the Property. To exercise
its rights to repurchase, reenter and take possession of the Property, Agency shall pay fo Buyer,

" in cash, an amount equal to:
3.7.1 The Purchase Price paid to Agency for the Property; less

3.7.2 anyand all sums outstanding under any Holder’s mortgage or deed of trost
encumbering the Property and either assumed or paid off upon the repurchase of the Property by

Agency.

Agency’s right to repurchase, reenter and take possession of the Property pursuant
to.this Section 3.7 must be exercised, if at all, by giving written notice to Buyer within six (6}
morths after the act or failure to act giving rise to such right. Agency’s obligation to purchage
shall be conditioned, for the benefit of the Agency only, upon Agency’s receipt from the Holder
of anry mortgage or deed of trust encumbeting the Property of an unconditional consent to the
Agency’s assumption of the loan evidenced by such mortgage or deed of trust on terms
acoeptable to the Agency, or a forbearance agrecment from the Holder of any mortgage or deed
of trust encumbering the Property that is acceptable to the Agency. Subject to the satisfaction of
such condition (or Agency’s writien waiver thereof), Agency shall repurchace, and following
repurchage, reenter and fake possession of the Property by closing escrow within (6) months afier

giving such notice.

373 Notwithstanding anything to the contrary contained herein, the right of
repurchase provided for in Section 3.7 may only be exercised by the Agency in the event of
Buyer’s breach of the Restrictive Covenant during that period of time commencing on the
Closing Date and ending on the dafe to which the twenty (20) year period of the Restrictive
Covenant is reduced by the period of time during which the term of the Lesse is in effect. By
way of example, if the term of the Lease was in effect for ten (10) vears and six (6) months prior
to the Closing Date, the Agency may exercise the right of repurchase only if the Buyer’s breach
of the Resttictive Covenant occurs during the period commencing on the Closing Date and
ending mine (9} years and six (6) months thereafter. In any event, if the period of time duting
which the torm of the Lease is in-effect s equal to or exceeds twenty (20) years, the Agency may
not under any circumstance exercise the right of repurchase provided for in Section 3.7.

38  Dealer Association. Buyer acknowledges (a) that it is-the Agenoy’s intent that
certain real property fronting on Gale Averue, between Hatcher Avenue and M Strest, including
the Property, be developed with automobile dealerships offering the sale and service of new
vehicles (such area being referred to as the “Auto Center™), and (b) that it is necessary and -
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desirable that the relationship of the automobile dealers located within the Aato Center be
governed and benefited by mutually agreed upon covenants, conditions, restrictions and
easements. In furtherance thercof, Buyer and Agency agree that following the Closing Date, the
Agenoy shall prepare and deliver to Buyer for the Buyer’s approval (which approval shall not be
unreasonably withheld or conditioned) (i) a declaration of covenants, conditions and resirictions
and grant of non-exclusive reciprocal easement rights of access, joint advertising rights and
obligations, joint signage rights and obli gations, architectural matters, and use restrictions, and
(ii} articles of incoxporation and bylaws establishing a California nonprofit mutual benefit
gorporation (collectively, the “CC&R Documents™). Buyer shall notify Agency of its approval
or disapproval of the CC&R. Documents within fifteen {15) business days of its receipt thereof
from Agency (the “CC&R Docuraents Review Period”); provided, however, that any such
disapproval shall include specific changes to the CC&R Documents that would make the same
reasonably acceptable to Buyer. Should Buyer fail to disapprove the CC&R Documents prior to
the expiration of the CC&R Documents Review Period, the CC&R Documents shall be deemed
approved by Buyer. In the event Buyer disapproves the CC&R Documents in the manner
described above, the CC&R Documents shall be deemed approved by Buyer if Agency makes ali
of the changes specified by Buyer, and no other substantive changes, thereto. In the event Buyer
disapproves the CC&R Documents in the manner described above; and Agenoy is not willing fo
make all of the changes specificd by Buyer, then Agency shail resubmit the CC&R Documents
to Buyer with such changes fherefo as it was willing to make, and Buyer shall again have the
same review and approval rights provided above with respect thereto, Buyer and Agency
acknowledges and agrees that all of the owneis of property within the Auto Center (including
current owners and other prospective owners) must approve the CC&R Documents. As aresult,
Buyer's approval of the CC&R Docurments shall not preclude Agency from thereattor nmaking
substantive changes thereto; provided, however, that any such changes shafl be subject to
Buyer’s reasonable review and approval as provided above.

In the ovent that Buyer and Agency shall fail to agree as to the terms and
provisions of the CC&R Documents within the time periods and as provided above, any such
matters which have not been agreed to by the Agency and Buyer shall be subject to binding
arhitration conducted by JAMS and shall be submitied to and determined exclusively by binding
arbitration in conformity with the procedures of the California Arbitration Act (Cal. Code Civ.
Proc, §1280 ef seq., including §1283,05 and all of the act's other mandatory and permissive
rights to discovery); provided, however, that in addition to requirements therein or otherwisc
imposed by law, any arbitrator herein shall be a retired Californta Superior Court Judge chosen
fom the TAMS Los Angeles office and shall be subject to disqualification on the same grounds
as would apply to a judge of such cowrt. To the extent applicable in civil actions in California
coutts, the following shall apply and be observed: all rules of pleading (including the right of
demurrer); all rules of evidence; and all rights to resomtion of the dispute by means of motions
for summary judgment, judgment on the pleadings, and judgment nnder Code of Civil Procedure
§631.8. Resalution of the dispute shall be based solely upon the law governing the claims and
defenses pleaded, end the arbifrator may not invoke any basis other than such controlling law.
As reasonably required to allow full use and benefit of this Agreement’s modifications to the
act’s procedures, the arbitrator shall extend the times set by the act for the giving of notices and
setting of hearings. Awards shall include the arbitrator’s writien reasoned opinion and, at either
party’s written request within ten (10) days after issuance of the award, shall be subject to '
reversal and remand, or modification following review of the record and arguments of the parties
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by a second arbifrator who shall, as far as practicable, proceed according to the faw and
procedures applicable to appellate review by the California Court of Appeal of 2 civil judgment

following court fxial..

3.8.1 Agreement to Arbitrate. The parties shall resolve disputes exclusively
through binding arbitration in Los Angeles County. This arbifration provision shall apply to
disputes of any kind or nature regardless of the nature of the relief sought. '

382 Waiver of Trial by Judge or Tury. By agresing to resolve all disputes
through binding arbitration, the parties each give up the right fo have their respective claims and
defenses decided by a judge or a jury. All claims and defenses shall instead be decided by the

arhitrator, or by the appeal arbitrators if applicable.

3.83 Tinal and Binding Decision. The decision of the arbitrator shall be final
and binding, A pefition to confirm, vacate, modify or correct a decision may be filed in any
court of competent jurisdiction in Los Angeles, but the decision may be vacated, modified or
corrected only as permitted under applicable statutes, rules, and regulations.

3.84 Rulesof Law; The arbitrator must follow California substantive law,
including statutes of limitations, but strict conformity with the rules of evidence is not required,
except that the arbitrator shall apply applicable law relating to privilege and work product, The

- arbitrator shall be authorized to provide all recognized remedics available at law or equity for
any cause of action.

385 Recordation of CC&R Doguments, The Buyer and Agency agree to
execnte and, as appropriate, provide for the recordation of the CC&R. Documents promptly
following their approval, or deemed approval, by the Buyer, Agency and all of the owners of
property within the Auto Center as provided in this Section 3.8. The Agency and Buyer further
agree that the CC&R Documents fo be recorded against the Section 3.8 shall constitute a fien or
encuinbrance prior to any “deed of trust” or “mortgage” (as defined in this Agreement), and the
Buyer shall cause the beneficiary of any such “deed of trust™ or “mortgage” to subordinate the
lien theteof to the CC&R Documents exseuted by the Agency and Buyer. The CC&R
Documents shall contain a commetcially reasonable mortgagee protection provision.

ARTICLE 4
DISPOSITION OF DEPOSIT

IF THE TRANSACTION HEREIN PROVIDED SHALL NOT BE CLOSED BY
REASON OF AGENCY’S DEFAULT UNDER THIS AGREEMENT OR THE FAILURE OF
AGENCY TO SATISFY THE CONDITIONS DESCRIBED IN SECTION 2.4 HEREOF FOR
WHICH IT IS RESPONSIBLE, AND BUYER SHALL NOT HAVE DEFAULTED UNDER
THIS AGREEMENT, THEN THE DEPOSIT SHALL BE RETURNED TO BUYER, AND
NEITHER PARTY SHALL HAVE ANY FURTHER OBLIGATION OR LIABILITY TO THE
OTHER (EXCEPT AS OTHERWISE BXPRESSLY PROVIDED HEREIN); PROVIDED,
HOWEVER, IF THE TRANSACTIONS HEREUNDER SHALL FAIL TO CLOSE BY
REASON OF AGENCY’S DEFAULT, AND BUYER SHALL HAVE FULLY PERFORMED
ITS ORLIGATIONS HEREUNDER AND SHALIL BE READY, WILLING AND ABLETO
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CLOSE, THEN BUYER SHALL BE ENTITLED, AS ITS SOLE AND EXCLUSIVE
REMEDY, TO SPECIFICALLY ENFORCE THIS AGREEMENT {(BUT NO OTHER
ACTION, FOR DAMAGES OR OTHERWISE, SHALL BE PERMITTED); PROVIDED
THAT BUYER MUST FILE A LAWSUIT ASSERTING A CAUSE OF ACTION FOR
SPECIFIC PERFORMANCE IN LOS ANGELES COUNTY AGAINST AGENCY ONOR
BEFORE SIXTY (60) DAYS FOLLOWING THE SCHEDULED CLOSING DATE. TF
BUYER FAILS TO COMPLEYE THE PURCHASE OF THE PROPERTY AS HEREIN
PROVIDED BY REASON OF ANY DEFAULT OF BUYER OR THE FAILURE OF BUYER
TO SATISFY THE CONDITIONS DESCRIBED IN SECTION 2.4 HEREOF FOR WHICH IT
IS RESPONSIBLE, IT IS AGREED THAT THE DEPOSIT SHALL BE NON-REFUNDABLE
AND AGENCY SHALL BE ENTITLED TO SUCH DEPOSIT, WHICH AMOUNT SHALL
BE ACCEPTED BY AGENCY AS LIQUIDATED DAMAGES AND NOT AS A PENALTY
AND AS AGENCY’S SOLE AND BEXCLUSIVE REMEDY, IT IS AGREED THAT SAID
AMOUNT CONSTITUTES A REASONABLE ESTIMATE OF THE DAMAGES TO
AGENCY PURSUANT TO CALIFORNIA CIVIL CODE SECTION 1671 ET SEQ. BUYER
AND AGENCY AGRHEE THAT IT WOULD BRE IMPRACTICAL OR JMPOSSIBLE TO
PRESENTLY PREDICT WHAT MONETARY DAMAGES AGENCY WOULD SUFFER
UPON BUYER’S FAILURE TO COMPLETE ITS PURCHASE OF THE PROPERTY,
RUYER DESIRES TO LIMIT THE MONETARY DAMAGES FOR WHICH IT MIGHT BE

[ JABLE HEREUNDER AND BUYER AND AGENCY DESIRE TO AVOID THE COSTS
AND DELAYS THEY WOULD INCUR IF A LAWSUIT WERE COMMENCED TO
RECOVER DAMAGES OR OTHERWISE ENFORCE AGENCY’S RIGHTS. IF FURTHER
INSTRUCTIONS ARE REQUIRED BY ESCROW HOLDER TO BEFFECTUATE THE
TERMS OF THIS PARAGRAPH, BUYER AND AGENCY AGREE TO EXECUTE THE
SAME. THE PARTIES ACKNOWILEDGE THIS PROVISION BY PLACING THEIR

INITIALS BELOW:

AGENCY BUYER

ARTICLE'S
LIABILITY, REMEDIES AND TERMINATION

51  No Personal Liability. Except as specifically provided herein to the confrary, no
representative, employes, attoiney, agent or consultant of the Agency or City shall personally be
liable to the Buyer, or any successor in interest of the Buyer, in the event of any default or breach
by the Agency, or for any amount which may become due to the Buyer, or any successor in |
interest, on any obligation under the terms of this Agreetent.

5.2 Legal Actions,

501 Institotion of Legal Actions, Any legal actions brought pursuant to this
Agresment must be instituted in either the Superior Court of the County of Los Angeles, State of
California, or in an approptiate municipal court in that County.

5.2.2 Applicable Law. The laws of the State of California shall govern the
interpretation and enforcement of this Agreement.
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523 Acceptance of Service of Process. If any legal actiofi is commenced by

~ the Buyer against the Agency, service of process on the Agency shall be made by personal
service upon the Executive Director or Secretary of the Agency, or in such other manner as may
be provided by law. If any legal action is commenced by the Agency against the Buyer, service
of process on the Buyer shall be made by personal service upon the Buyer, or in such other
manner as may be provided by law, whether made within or without the State of California.

53  Rights and Remedies are Cumulative. Except as otherwise expressly stated in this
Agreement, the rights and remedies of the Parties are cumulative, and the exercise by cither party
of one or more of such rights or remedies shall not preclude the exercise by it, at the same time
or different times, of any other rights or remedies for the same defanlt or aty other default by the

other party.

54  Inaction Nota Waiver of Default. Except as expressly provided in this
Agreement to the contrary, any failure or delay by eithet Party in asserting any ofiis rights and
remedies as to any default shall not operate as a waiver of any default or of any such rights or
remedies, or deprive either such party of its rights to institute and maintain any actions or
proceedings which it may deem necessary to protect, agsert or enforce any such rights or

remedies,

ARTICLE 6
GENERAL PROVISIONS

6.1 Indemmity. The Buyer shall indemnify, defend, protect, and hold harmless the
Agency and the City and any and all agents, employees, attorneys and representatives of the .
Agency and the City, from and against all losses, liabilities, claims, damages (including
consequential damages), penalties, fines, forfeitures, costs and expenses (including all reasonable
out-of-pocket litigation costs and reasonable attorney’s fees) and demands of any nature
whatsoever, related direefly or indirectly to, or arising out of or in connection with;

6.1.1 the use, ownership, anagement, oécupancy, or possession of the Property
by Buyer following the Closing,

6.1.2 any post-Closing default of the Buyer hereunder,

6.1,3 any of the Buyer’s activities on the Property (or the activities of the
Buyer’s agents, employees, lessees, representatives, licensees, contractors, subcontractors, or
independent contractors on the Property), or '

6.1.4 the presence or clean-up of Hazardous Substances on, in or under the
Property to the extent the same was caused by Buyer or Buyer’s affiliates.

Buyer’s indemnity obligations set forth in this Section shall not extend to any damages,
losses, or ligbilities incurred by the Agency or the City to the extent such losses or liabilities are
caused by or confributed to by the negligent .or intertionally wrongful act of the Agency, or its
agents, employees, reptesentatives or coniractors. The provisions of this Section 6.1 shall
srvive the Close of Bscrow and the recordation of the Grant Deed.
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6.2  Notices. All notices, approvals, demands, reports, requests and other
communications provided for in this Agreement shall be in writing (including telex, telecopy,
telegram or similar writing) and shall be given to such party at its address set forth below, and
with copies given as shown below (or such other address as such party may hereafter specify for
the purpose by notice to the other party listed below). Each such notice, approval, demand,
repott or other communication shall be decimed delivered to the parfy to whom it is addressed
(A) if personally sexved or delivered, upon delivery, (B) if given electronic commumication,
whether by email, telex, telegram or telecopier, upon the sender’s receipt of an appropriate
answer back or other written acknowledgment or confirmation of receipt of the entire notice,
approval, demand, report or other communication, (C) if given by reputable overnight coutier
with courier charges prepaid, upon delivery by the overnight courler.

Agency: [ndustry Urban-Development Agency
15623 Bast Stafford Street, Suite 200
P.0O, Box 7089
City of Industry, California 91744
Attention: Executive Director
Telephone; (626) 333-1480
Fax: (626) 336-4273

with a copy to: Richards, Watson & Getshon
355 South Grand Avenue, 40th Floor
Los Angeles, California 90071
Attention: Jim G. Grayson
Telephone: (213) 626-8484
Fax: (213) 626-0078

Buyer: Hitcheock Commercial Properties L.P.
1303 John Reed Court
City of Industry, California 91745
Adttention: Frederick E. Hitcheock, Jz.
Telephone: (626) 839-8400

Fax:

withacopyto: = Manning, Leaver, Bruder & Berberich
5750 Wilshire Boulevard, Suite 655
Los Angeles, Ca. 90036
Attention: Pernny L. Reeves, Esq.
Telephone: (323) 937-4730
Fax: (323) 937-6727

6.3 Construction. The Parties agree that each Party and its counsel have reviewed and
revised this Agrocment and that any rule of construction to the effect that ambiguities are 1o be
resolved against the drafling Party shall not apply in the interpretation of this Agreement or any
amendments or exhibits therefo,

20
12283-0007\1285879v4,doc -




6.4  Buyer's Representations and Warranties, The Buyer warranis and reinresents to
the Agency as follows:

6.4.1 The Buyer has full power and authority fo executs and enter into this
Agreernent and to consummate the transactions contemplated hereunder. This Agreement
constitutes the valid and binding agreement of the Buyer, enforceable in accordance with ite
terms. Neithet the execution nor delivery of this Agreement, nor the inclusion of the Restrictive
Covenant in the Grant Deed, nor the consummaticn of the transactions covered hereby, nor
compliance with the terms and provisions hereof, shall conflict with, or result in a breach of, the
terms, conditions or provisions of, or constitute a default under, any agreement or instrument to

which the Buyer is a party,

6.4.2 'The Buyer has not paid or given, and will not pay or give, to any third
person, any money or other consideration for obtaining this Agreement, other than normal costs
of conducting business and costs of professional services such as architects, engineers and

atforneys.

6.4.3 All requisite action (corporate, frust, partnership or ofherwise) has been -
taken by Buyer in connection with the entering into this Agreement, the instruments referenced
herein, and the consummation of the fransaction contemplated hereby. Except as has been
obtained prior to the Buyer’s execution of this Agreement or as otherwise set forth in this
Agreement, no consent of any creditor, judicial or administrative body, governmental authority

or other party is required.

6.4.4 The mdividuals.exscuting this Agreement and the mstruments referenced
herein on behalf of Buyer have the legal power, right, and actual anthority fo bind Buyer fo the
terms and conditions hereof and thereof.

6.5  Interpretation. In this Agreement the neuter gender includes the feminine and
masculine, and singuiar number includes the plural, and the words “person” and “party” include
corporation, partnership, firm, trust, ot association where ever the context so requires.

6.6  Time of the Bssence. Time is of the essence of this Agreetnent,

6.7  Attorneys’ Fees. Tf any Party brings an action to enforce the terms hereof or
declare its rights hereunder, the prevailing Party in any such action shall be entitled to its
reasoneble attorneys’ fees to-be paid by the losing Party as fixed by the court. If the Agency, or
the Buyer, without fault, is made a party to any litigation instituted by or against the other Party,
such other Party shall defend it against and save it harmless from all costs and expenses
including reasonable attorney’s fees incurred in connection with such litigation,

68  FEnforced Delay; Extension of Times of Performance. Notwithstanding anything
to the contrary in this Agreement, unexcused material faiture to complete the transaction herein
shall congtitute a Default hereunder; provided, however, nonperformance shall be excused when
performance is prevented or delayed by reason of any of the following forces reasonably beyond
the control of such party: (i) war, insurrection, riot, tertorist activity, flood, severe weather,
earthquake, fire, casualty, acts of public enemy, governmental restriction, litigation, acts or
failures to act of any governmental agency or entity, including the Agency, or (i) inability io
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secure necessary labor, materials or tools, strikes, lockouts, delays of any contractor,
subcontractor or supplier. In the event of an occurrence deseribed in clauses (i) and (ii) above,

" such nonperformance shall be excused and the time of performance shall be extended by the
nmber of days the matters described in clanses (i) and (i1) above prevent or delay performance.

6.9  Approvals by Agency and the Buyer, Unless otherwise specifically provided
herein, wherever this Agreement requites the Agency or the Buyer to approve any coniract,
document, plan, proposal, specification, drawing ox other mattet, such approval shall not
unreasonably be withheld or delayed.

6.10 Buyer’s Private Undertaking, The Buyer shall have full power over and exclusive
control of the Property while the Buyer holds title to the Property; subject only to the limitations
and obligations of the Buyer under this Agreemont and the Redevelopment Plan.

6.11 Dntire Apreement, Waivers and Amendments. The Agreement is executed in
duplicate originals, each of which is decmed to be an original. This Agreement, together with all
attachments and exhibits hereto, constitutes the entire understanding and agreement of the
" parties. This Agreement integrates all of the terms and conditions mentioned herein or incidental
hereto, and supersedes all negotiations or previous agreements between the parties with respect
to the subject matter hereof. No subsequent agreement, representation or proraise made by either
Party hereto, or by or to any employee, officer, agent or representative of either Party, shall be of
any effect unless it is in writing and executed by the Party to be bound thereby, No person is
anthorized to malke, and by execution hereof the Buyer and the Agency acknowledge that no
person has made; any representation, warranty, guaranty or promise except as set forth herein;
and no agresment, statenient, representation or promise made by any such person which is not
contained herein shall be valid or binding on the Buyer or the Agency.

612 Severability. Bach and every provision of this Agreement is, and shall be
construed to be, a separate and independent covenant and agreement. If eny ferm or proviston of
this Agreement or the application thereof shall to any extent be held to be invalid or
unenforceable, the remainder of this Agreement, or the application of such term or provision to
cirowmstances other than those to which it is invalid or unenforceable, shall not be affected
hereby, and cach term and provision of (his Agreement shall be valid and shall be enforced o the

extent permitted by law.

6.13 Broker's Commissions. No broker representing the Buyer or Agency was
involved in connection with the transaction contemplated hereby. The Agency and Buyer each
hereby indemnifies and holds the other harmless from and against any and all claims for any
broker's commission or similar compensation that may be payable to any broker making a clafm.

' for compensation through the other Party with respect to this transaction. The provisions of this
Section 6.13 shall survive the Close of Escrow.

6.14 Survival. The provisions hereof shall not texminate buf rather shall survive any
conveyance hereunder and the delivery of alt consideration.
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6.15 Counterparts. This Agreement may be executed in several counterparts, each of
which shall be deemed an original, and all of such counterparts together shall constitute one and

the same instrument.
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N WITNESS WHEREOQF, the parties hereto have entered into this Agreement as of the

day and year first above written.

“Buyer”

3 Agen CY”

ATTEST:

Secretaty
APPROVED AS TO FORM:

" Richards, Watson & Gershon,
a professional corporation

By:

Agency Attorney

12283-DD0A1285879vd.doe

HITCHCOCK COMMERCIAL PROPERTIES,
L.P., a California limited partnership

By:  Hitchcock Commercial Properties, Ino,,
a California corporation, its general partner

By

Name: Frederick E. Hitchcock, Ir,
Title: President & Secretary

INDUSTRY URBAN-DEVELOPMENT
AGENCY, a public body, corporate and politic

By:
Name:
Title:
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EXIIBIT “A”
LEGAL DESCRIPTION OF PROPERTY

That certain real property located in the City of Industry, County of Los Angeles, State of
Californiz, consisting of approximately four acres described as follows:

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF PARCEL MAP No. 234, IN THE CITY
OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON
MAP RECORDED IN BOOK 188, PAGRES 74 THROUGH 77, INCLUSIVE, OF PARCEL
MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SATD COUNTY, DESCRIBED

AS FOLLOWE:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP No.
234, SAID POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF GALE
AVENUE, 62.00 FOOT WIDE; THENCE ALONG SATD NORTHERLY LINE, NORTH 81°
31° 24" WEST, 466.00 FEET TO THE TRUE POINT OF BEGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 31° 24” WEST, 150.24
REAT TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHERLY AND
HAVING A RADIUS OF 70,00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33* 427, AN ARC DISTANCE OF 20.23 FEBT;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 64° 57 427 WEST,
22.45 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHERLY
AND HAVING A RADIUS OF 65.00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33' 427, AN ARC DISTANCE OF 18.79 FEET;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 81° 31° 24” WEST,
140,00 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
NORTHEASTERLY AND HAVING A RADIUS OF 17.00 FEET; THENCE
NORTHWESTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 90° 00’
00”, AN ARC DISTANCE OF 26,70 FEET; THENCE TANGENT TO THE LAST
MENTIONED CURVE, NORTH 08° 28’ 36" EAST, 10.00 FEET TO THE BEGINNING OF A,
TANGENT CURVE CONCAVE SOUTHEASTHRLY AND HAVING A RADIUS OF 44.00
FEET; THENCE NORTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 26° 52 12, AN ARC DISTANCE OF 28,31 FEET TO THE BEGINNING OF A
REVERSE CURVE CONCAVE SOUTHWESTERLY AND HAVING A RADIUS OF 46.00
FERT, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 44° 39’ 12" BAST;
THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 103°
50' 03", AN ARC DISTANCE OF §3.36 FEET; THENCE NORTH 08° 28’ 36” EAST, 368.75
KBRET TO ITS INTERSECTION WITH THE SOUTHERLY LINE OF THE UNION PACIFIC
RAILROAD RIGHT-OF-WAY, 100.00 FEET WIDE, FORMERLY LOS ANGELES AND
SALT LAKE RAILROAD, SAID POINT OF INTERSECTION ALSO BEING IN A NON
TANGENT CURVE CONCAVE NORTHERLY AND HAVING A RADIUS OF 5779.60
FEET, A RADTAL LINE THROUGH SAID POINT BEARS SOUTH 18° 12’ 39" WEST;
THENCE SOUTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF
03° 46’ 33", AN ARC DISTANCE OF 380.87 FEET; THENCE SOUTH 08° 28° 36" WEST,
452,09 FEET TO THE TRUE POINT OF BEGINNING.
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EXCEPT THEREFROM FIFTY PERCENT (50%) OF ALL OIL OR BY-PRODUCTS
THERTEFROM WHICH MAY BE PRODUCED FROM SAID PROPERTY, AS RESERVED
RY JOHN L. FLEMING TN THE AGREEMENT TO CONVEY, RECORDED DECEMBER 9,
1948 AS INSTRUMENT NO. 1594, IN BOOK. 28910 PAGE 285 OF SAID OFFICIAL
RECORDS, AND AS RESERVED BY JOHN L. FLEMING, ALSO KNOWN AS J.L.
FLEMING, IN DEED RECORDED SEPTEMBER 15, 1953 AS INSTRUMENT NO. 751, IN
BOOK 42683 PAGR 163 OF SAID OFFICIAL RECORDS,
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EXHIBIT “B’
FORM OF GENERAL ASSIGNMENT AND BILL OF SALK

THIS GENERAL ASSIGNMENT AND BILL OF SALE (“General Assignment”) is
made and entered into as of the day of .20, by and between the
INDUSTRY UREAN-DEVELOPMENT AGENCY, a public body, corporate and politic (the
“Agency"), and HITCHCOCK COMMERCIAL PROPERTIES, L.P., 2 California limited

parinership (“Buyer”).

RECITALS

Concurrently herewith, Buyer shall acquire that certain real property located in the City
of Industry, County of Los Angeles, State of California, more particularly described on
Exhibit “A” attached hereto (the “Property”). The Property, together with the personal propexty
and other assets being fransferred by Agency to Buyer by this General Assignment, are being
conveysd to Buyer pursuant to that certain Disposition Agreement between Buyer and Agency,

dated as of , 20 (the “Agreement”),

NOW, THEREFORE, in reliance upon the foregoing recitals and in consideration of the
mutnal covenants set forth herein and in the Apreement and for other good and valuable
congideration, the receipt and adequacy of which are hereby acknowledged, the parties hereto

agree as follows:

1. Bxoept with respect to the Agency’s rights and interests under the Agreement,
Agency does hereby give, grant, bargain, sell, transfer, assign, convey and deliver to Buyer all of
Agency’s right, title and inferest in all asscts, rights, materials and/or claims used, owned or held
in connection with the use, management, development.or enjoyment of the Property, including,
without limitation: (i) all icenses, permits, entitlermnents, subdivision agresments and other
agreements relating to the development of Property; (if) afl plans, specifications, maps, drawings
and other renderings relating to the Property; (iif) all warranties, indemmities, gnaranties, claims
and any similar rights relating fo-and benefiting the Property or the assets transferred hereby,
 including, without limitation, those warranties and guaranties provided by consultants and/or
coniractors for work previously performed on the Property; (iv) all intangible rights, goodwill
and similar rights benefiting the Property; (v) all development rights benefiting the Property;

(vi) all rights, claims or awards benefiting the Property; and (vii} all rights to receive a -
reimbutsement, credit or refund from the applicable agency or entity of any deposits or foes paid
in connection with the development of the Property.

2. . Apency represents it has not transferred, conveyed or hypothecated any interest in
the assets to be conveyed by this General Assignment to any other party. Agency hereby
covenants that it will, at any time and from time to time upon written request therefor, execute
and deliver to Buyer, ils nominees, successors and/ox assigns, any new or confirmatory
instruments and do and perform any other acts which Buyer, its nominees, shccessors and/or
assigns, may request in order to fully transfer possession and control of, and protect the rights of
Buyer, its nominees, successors and/ot assigns in all the assets of Agency intended to be

transferred and assigned hereby.
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3. Buyer hereby accepts the foregoing assignment in accordance with the terms and
conditions of the Agreement. :

4, This General Assignment may be executed in several counterparts, each of which
chall be deemed an original, and all of such counterparts together shall constitute one and the

same instrument,

IN WITNESS WHEREOF, the parties hereto have executed this General Assignmént as
of the day and year first above written.

“Buyer” HITCHCOCK COMMERCIAL PROPERTLES,
L.P., a California limited partnership

By:  Hitcheock Commercial Properties, Ine.,
a Califérnia corporation, its general partner

By

Name; Frederick E. Hitchecock, J1.,
Tifle: President & Secretary

“Agency” INDUSTRY URBAN-DEVELOPMENT
AGENCY, a public body, corporate and politic
By
Name:
Title:
ATTEST:
Secretary
B2
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Exhibit “A”
to General Assignment and Bill of Sale

Legal Description

That certain real property located in the City of Industry, County of Los Angeles, State of
California, consisting of approximately four acres described as follows:

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF PARCEL MAP No. 234, IN THE CITY
OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON
MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF PARCEL

MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY, DESCRIBED

AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP No.
234, SAID POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF GALE
AVENUE, 62.00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE, NORTH 81°
317 24" WEST, 466,00 FEET TO THE TRUE POINT OF BEGINNIN G; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 31” 24” WEST, 150.24
FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHERLY AND
HAVING A RADIUS OF 70,00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33” 42, AN ARC DISTANCE OF 20.23 FERT;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 64° 57’ 42” WEST,
9. 45 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHERLY
AND HAVING A RADIUS OF 65.00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33’ 427, AN ARC DISTANCE OF 18.79 FEET;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 81° 3T° 24” WEST,
140.00 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE

. NORTHEASTERLY AND HAVING A.RADIUS OF 17.00 FEET; THENCE
NORTHWESTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 90° 00’
00”, AN ARC DISTANCE OF 26,70 FEET; THENCE TANGENT TO THE LAST ‘
MENTIONED CURVE, NORTH 08° 28’ 36” EAST, 10.00 FEET TO THE BEGINNING OF A
TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A RADIUS OF 44.00

© FEET; THENCE NORTHEASTERLY ALONG SAID CURVE, T HROUGH A CENTRAL
ANGLE OF 36° 52* 12, AN ARC DISTANCE OF 28.31 FEET TO THE BEGINNING OF A
REVERSE CURVE CONCAVE SOUTHWESTERLY AND HAVING A RADIUS OF 46.00
FEHT, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 44° 39’ 12” EAST,; -
THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 103°
50" 03”, AN ARC DISTANCE OF 83.36 FEET; THENCE NORTH 08° 28’ 36" BAST, 368.75
FEET TO ITS INTERSECTION WITII THE SOUTHERLY LINE OF THE UNION PACIFIC
RAILROAD RIGHT-OF-WAY, 100.00 FEET WIDE, FORMERLY LOS AN GELES AND
SATT LAKE RAILROAD, SAID POINT OF INTERSECTION ALSO BEING IN A NON

T ANGENT CURVE CONCAVE NORTHERLY AND HAVING A RADIUS OF 5779.60
FEET, A RADJAL LINE THROUGH SAID POINT BEARS SOUTH 18° 12 397 WEST;
THENCE SOUTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF
03° 46° 33", AN ARC DISTANCE OF 380.87 FEET; TIENCE SOUTH 08° 28’ 36" ‘WEST,
452,09 FEET TO THRE TRUE POINT OF BEGINNING.

B-3
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EXCEPT THEREFROM FIFTY PERCENT (50%) OF ALL OIL OR BY-PRODUCTS
THRREFROM WHICH MAY BE PRODUCED FROM SAID PROPERTY, AS RESERVED
BY JOIN L. FLEMING IN THE AGREEMENT TO CONVEY, RECORDED DECEMBER 9,
1048 AS INSTRUMENT NO, 1594, IN BOOK 28910 PAGE 285 OF SAID OFFICIAL
RECORDS, AND AS RESERVED BY JOIN L. FLEMING, ALSO KNOWN AS J.L,
FI,EMING, IN DEED RECORDED SEPTEMBER 15, 1953 AS INSTRUMENT NO. 751, IN
BOOK 42683 PAGE 163 OF SAID OFFICIAL RECORDS.
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EXHIBIT “C”
FORM OF PRELIMINARY TITLE REPORT DATED OCTOBER 1, 2010
[TO BE ATTACHED.]
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Chicago Title Company

Commercial/Industrial Diviston,
700 South Flower, Suite 800 Los Angelas, CA 90017 (213) 488-4300

Title Department:

Chicago Title Company
Attn: Karl Daly
Bmail: Katl.Daly@CTT.com
Phone: (213) 612-4157
Fax: (213) 488-4385
Order No.: 106746803-X59

PRELIMINARY REPORT

Property Address: 17723 Gale Avenus, Industry, CA

Dated as of: October 1, 2010 at 7:30 am

In response to the application for a policy of title insurance referenced herein, Chicago Title Company
hereby reports that it is prepared to issue, or cause o be issued, as of the date hereof, a policy or policies
of Title Tnsurance describing the land and the estate or interest therein hereinafter set forth, insuring
against loss which may be sustained by reason of any defect, lien or encumbrance not shown or referred
to ag an Exception herein or not excluded from coverage pursuant to the printed Schedules, Conditions
and Stipulations or Conditions of said Policy foxms,

The printed Exceptions and Exclusion from fhe coverage and Limitations on Covered Risks of said Policy
- or Policies are set forth in Attachment One. The policy to be issued may contain an arbifration clause.
When the Amount of Insurance is less than that set forth in the arbifration clause, all arbitrable matfers
shall be arbifrated at the option of either the Company or the Insurad as the exclusive remedy of the
parties. Limitations on Covered Risks applicable to the CLTA and ALTA Homeowner’s Policies of Tifle
Insurance which establish a Deductible Armount and a Maximum Dollar Limit of Liability for certain
coverages are also set forth in Attachment One. Copies of the policy forms should be read. They are

available from the office which issued this report.

This report {and any supplements or amendments hereto) is issued solely for the purpose of facilitating the
issuance of a policy of tifle insurance and no lability is assumed hereby, If it is desired that liabifity be
assumed prior to the issuance of a policy of tifle insurance, 2 Binder or Commitment should be requested.

The policy(s) of title insurance to be issued hereunder will be poliey(s) of Chicago Title Insurance Compary

Please read the exceptions shown or veferved lo herein and (he exceptions and exclusions set forth in
Attachment One of this report cavefully, The exceptions aid exclusions are meant to provide you with
notice of matters which are not covered under the terms of the title insurance policy and should be

carefully considered,

[t is important to note that this preliminary report is not @ written representation as to the condition of
title and may not lst alf Hens, defects, and encumbrances affecting title to the land.

CLTA Preliminary Report Form - Modified (11-17-06)
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Ordsr No.: 106746803-X59

SCHEDULE A

1. The sstate or interest in the land hereinafter described or referred to covered by this report is:

A Fes
2, Title to said estate or inferest at the date heraof is vested in:
Industry Urban-Development Agency, a public bedy, corporate and politic

3. The land referred to in this report is situated in the State of California, County of Los Angeles and
is deseribed in the Legal Description, attached hereto:

END OF SCHEDULE A

CLTA Preliminary Report Form - Modified (11-17-06)
Page 2



Ordexr No,: 106746803-X59

LEGAL DESCRIPTION

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF RECORD OF PARCEL MAP NO. 234, N THE
CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON
MAP RECORDED IN BOOK. 188, PAGES 74 THROUGIH 77, INCLUSIVE, OF PARCEL MAPS, IN
THR OFFICE OF THE COUNTY RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS;

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP NO, 234,
SATD POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF GALE AVENUE,
62.00 FOOT WIDE: THENCE ALONG SAID NORTHERLY LINE, NORTH §1° 31° 24" WEST,
466.00 FEET TO THE TRUE POINT OF BEGINNING THENCE CONTINUING ALONG SAID
NORTHERLY LINE, NORTH 81° 31° 24" WEST, 156,24 FEET TO THE BEGINNING GF A
TANGENT CURVE CONCAVE NORTHERLY AND HAVING A RADIUS OF 60.00 FEET; THENCE
WESTERLY ALONG SAID CURVE; THROUGH A CENTRAL ANGLE OF 17° 01° 117, AN ARC -
DISTANCE OF 17.82 FEET; THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH
649 30° 14’ WEST, 20,20 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
SOUTHERLY AND HAVING A RADIUS OF 79.00 FEET; THENCE WESTERLY ALONG SAID
CURVE, THROUGH A CENTRAL ANGLE OF 17° 01" 117, AN ARC DISTANCE OF 23.47 FEET;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 81° 31 247 WEST, 122.00
FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHEASTERLY AND
HAVING A RADIUS OF 17.00 FEET; THENCE NORTHWESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 90° 00’ 00”7, AN ARC DISTANCE OF 26.70 FEET, THENCE
TANGENT TO THE LAST MENTIONED CURVE, NORTH 08° 28" 36” EAST, 1.76 FEET TO THE
REGINNING OF A TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A RADIUS
OF 20.00 FEET; THENCE NORTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 40° 12° 51", AN ARC DISTANCE OF 14.04 FEET TO THE BEGINNING OF A.
REVERSE CURVE CONCAVE SOUTHWESTERLY AND HAVING A RADIUS OF 35.00 FEET, A
RADIAL LINE THROUGH SAID POINT BEARS SOUTH 41° 18 33”7 EAST; THENCE
NORTHERLY AND WESTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF
130° 12’ 517, AN’ ARC DISTANCE OF 79.54 FEET: THENCE NORTH 08° 28 36™ BEAST, 402.8(
FEET TO ITS INTERSECTION WITH THE SOUTHERLY LINE OF THE UNION PACIFIC
RAILROAD RIGHT-OF-WAY, 100.00 FEET WIDE, FORMERLY LOS ANGELES AND SALT LAKE
RATLROAD, SAID POINT OF INTERSECTION ALSO BEING IN A NON TANGENT CURVE
CONCAVE NORTHERLY AND HAVING A RADIUS OF 5779.60 FEET, A RADIAL LINE
THROUGH SAID POINT BEARS SOUTH 18° 12° 39" WEST; THENCE SOUTHEASTERLY ALONG
SAID CURVE, THROUGH A CENTRAL ANGLE OF 03° 46” 33", AN ARC DISTANCE OF 380.87
FEET; THENCE SOUTH 08° 28’ 36" WEST, 452,09 FEET TO THE TRUE POINT OF BEGINNING.

EXCEPT THEREFROM FIFTY PERCENT (50%) OF ALL OIL OR BY-PRODUCTS THEREFROM
WHICH MAY BE PRODUCED FROM SAID PROPERTY, AS RESERVED BY JOHN L. FLEMING
IN THE AGREEMENT -TO CONVEY, RECORDED DECEMBER.9, 1948 AS INSTRUMENT NO,
1594, IN BOOK 28910 PAGE 285 OF SAID OFFICIAL RECORDS, AND AS RESERVED BY JOHN
L. FLEMING, ALSO KNOWN AS J. L. FLEMING, IN DEED RECORDED SEPTEMBER 15, 1953 AS
TNSTRUMENT NO. 751, IN BOOK 42683 PAGE 163 OF SAID OFFICIAL RECORDS.

END OF LEGAT, DESCRIPTION

CLTA Preliminary Report Form - Modified (11-17-06)
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Order Ne.: 106746803-X59

SCHEDULE B

At the date hereof, items fo be considered and exceptions to coverage in addition to the printed
Exceptions and Exclusions in said policy form: would be as follows:

A, ‘Propcr[:y taxes, including any assessments colieote& with taxes, for the fiscal year 2010 - 2011 that
are a lien not yet due,

B.  Property taxes, including any assessments collected with taxes, for the fiscal year 2010 - 2011

1" Installment; $79,600.68

Penalty: © $7,960.06 (Due after December 10)
2" Installment: $79,600,68

Penaity and Cost: $7,970.06 (Due after April 10)
Homeowners Exemption: $None

Code Arca: (012290

Assessors Parcel Number: 8264-013-023

¢.  Supplemental assessment for the fiscal year 2009 - 2010,

1* Installment: $10,371.58

Penalty: $ 1,037.16 Due after April 30
2™ Installment: $10,371.57

“Penalty and Cost: $ 1,047.16 Due after August 31
Supplemental Bifl No. 09010

Assessors Parcel Number: 8264-013.023

D.  Said property has been declared tax defaulted for non-payment of delinquent taxes for fiscal year
2009 - 2010,

Amounts to redeem for the above stated fiscal year (and subsequent years, if any) are:

Ameunt: $143,193.61 By October 31, 2010
Amount; : $145,044.93 By November 30, 2010

E.  The lien of supplemental or escaped asscssments of property taxes, if any, made pursuant to the
provisions of Part 0.5, Chapter 3.5 or Part 2, Chapter 3, Articles 3 and 4 respectively (commencing
with Section 75) of the Revenue and Taxation Code of the State of California as a result of the
transfer of title to the vestes named in Schedule A; or s a result of changes in ownership or new

constrnction occurring prior to date of policy,

GLITA Preliminary Report Form - Modified (11-17-08)
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Order No.: 106746803-X59

SCHEDULE B

(continued)

An easement for the purpose shown below and rights incidental thereto as set forth in a document,

Purpose:
Recorded:

Affeots:

electric line
December 19, 1949 as Instrument No. 2852 in Book 31765 page 364

of Official Records
That portion of seid land as described in the document attached

hereto,

Said easement is delineated on said Parcel Map No, 234.

An easement for the purpose shown below and rights incidental thereto as set forth in a decument,

Purpose:
Recorded:

Affects:

highway drainage .

December 23, 1959 as Instrument No, 1114 in Book D701 page 504
of Official Records

That portionr of said land as desoribed in the document attached
hereto. '

An easement for the purpose shown below and rights incidental thereto as set forth in a document.

Purpose:
Recorded:

Affects:

state highway
May 19, 1960 as Instrument No, 3781 in Book D852 page 76 of

Official Records
That portion of said land as described in the document aftached

hereto.

The fact that the ownership of said land does not inciude rights of access to or from the street,
highway, or freeway abutting said land, such rights having been relinquished by that certain

docpment
Recorded:

Affects:

. May 19, 1960 as Instrument No, 3781 in Book D852 page 76 of

Official Records
That portion of said Jand as desoribed in the document attached

hereto,

An easement for the purpose shown below and rights incidental thercto as set forth in a document.

Purpose:
Revorded:

Affeots;

highway drainage

January 28, 1963 as Instrument No. 1504 in Book D1900 page 60 of
Official Records

That portion of said land as described in the document attached

hereto.

CLTA PreliminaryReport Form - Modified (11-17-08)
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Ordet No.: 106746803-X59

SCHEDULE B

{continued)

6.  The fact that the ownership of said land does not include rights of access {o or from the street,
highway, or freoway abutting said land, such rights having been relinquished by that ceriain

document

Recorded: Jenuary 28, 1963 as Instrument No, 1504 in Boolt D1900 page 60 of
Official Records

Affects: That portion of said land as described in the document attached
herato.

7. The terms, conditions and provisions of that certain waiver of damages, indemmification agreement,
and right of ingress and egress to run with the land,

Recorded: Jarary 28, 1963 as Instrument No. 1504 in Book D1900 page 60, of
Official Records

8 An easement for the purpose shown below and rights incidental therefo as set forth in a document,

Purpose: slope :

Recorded: January 28, 1963 as Mstrument No. 1505 in Book D1900 page 67 of
Official Records: _

Affeots: That portion of said land as described in the document attached
hereto.

Said easement was relinquished to.the City of Industry in Document recorded in Book R2954 page
919, Official Records. '

9. An easement for the purpose shown below and rights incidental thercto as set forth in a dociment.

Purpose: drainage
Recorded: : Tanuary'28, 1963 as Tnstrument No, 1505 in Book D190 page 67 of
Official Records
Affects: That portion of said land as described in the document attached
' hereto,

As shown and delineated on the map of said Parcel Map No. 234,

10.  The fact that said land is included within the City of Industry Redevelopment Project Area, and that
proceedings for redevelopment have been nstityted.

Recorded: September 17, 1971 as Instrument No, 3729 and November 18, 1971
as Instrument No. 3571, both of Official Records

CLTA Preliminary Report Form - Modified (1 1-17-06)
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Order No.: 106746803-X59

SCHEDULE B

(continned)

11. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as offered
 for dedication, on the recorded map shown below:

Map oft Parcel Map No. 234
Purpose: sewer and storm drain _
Affects: That portion of said land as shown on said map,

12, Covenants, conditions and restrictions (but omitting any covenant or restrictions, if any, based upon
on Tace, color, religion, sex, sexual orientation, familial status, marital status, disability, handicap,
national origin, ancestry, or source of income, as set forth in applicable state or federal laws, except
to the extent that said covenant or restriction is pernitted by applicable law) as set forth in the

document

Recorded: August 14, 1986 as Instrument No. 86-1055550, of Official Records

Note: Seetion 12956.1 of the government code provides the following: “If this document containg
any restriction based on race, color, religion, sex, sexuel orientation, familial status, marital status,
disability, national origin, source of income as defined in subdivision (p) of Section 12935, or
ancestry, that restriction violates state and federal fair housing laws and is void, and may be
removed pursuant o section 12956.2 of the Government Code, Lawful restrictions under state and
federal law on the age of occupents in senior housing or housing for older persons shall not be
construed ay restrictions based on farnilial statys.” :

A Certificate of Completion and Owner Participaﬁon Agreement Termination recorded February
27, 2007 as Instrument No. 07:425673, Official Records,

The only remaining enforceable covenant remaining in the above instrument is the diserimination
covenant in paragraph 2(a) '

Affeets: Parcel “A” and othér property.

13. A document subject to all the terms, provisions and conditions therein contained.

Entitled: Reciprocal Easetment and Operation Agreement :
Recorded: . Angust 14, 1986 as Instrument No. 86-1055553, of Official Records
Alffects: Parcel “A” and other property

Modification(s) of the terms and provisions of said documnent as therein provided.

Recorded: Decerdber 2, 1994 as Instrument No. 94-2154047, of Offieial
Revcords

A Partial Termination of Reciprocal Easement and Operation Agreemnent recorded July 5, 2007 as
Tnstmment No. 07-1610966 which terminates the above mstrument with exception to the Ttility
Basement and Indernity Obligations as set forth in Paragraph 2 of said partial termination, -

CLTA Preliminary Report Form - Modified {1 1-17-06)
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14.

15.

16.

17,

18,

19,

Order No.: 106746803-X59

SCHEDULE B

{continued)

An easement for the purpose shown below and rights incidental thereto as set forth in a docwment.

Fuarpose: public utilities ]

Recorded: April 29, 1987 as Instrument No. 87-671249 of Official Records:

Affects: That portion of said land as described in the document attached
hereto.

An easement for the purpose shown below and rights incidental thereto as set forth in a document,

Purpose! one or more pipe lines with metering, measuring regulating and other
equipment, for the transportation of gas, petroleum products and
other substances with the right of ingress, egress to and from the

. same
Recorded: , May 12, 1987 as Instrument No, 87-743459 of Official Records
Affects: ' That portion of said land as described in the documexnt attached
hereto. '

An easement for the purpose shown below and rights in¢idental thereto as set forth in & document.

Purpose: , underground electrical systems and commiunication systems

Recorded: August 20, 1987 as Instrment No. 87-1332936 of Official Records

Affects: That portion of said land as described in the document attached
hereto,

An casement for the purpose shown below and rights incidental thereto as set forth in a document.

Purpose: . underground electrical systems and communication systems

Recorded: September 10, 1987 s Instrument No. 87-1457807 of Official
Records '

Affects: That portion of said Jand as described in the document atfached
hereto. ‘

An easemnent for the purpose shown below and rights incidental thereto as set forth in a document.

Purpose: water systems o
Recorded: December 20, 1988 as Instrument No. 882030144 of Official
. Records
Affects: ' That portion of said land as desoribed in the document attached
hereto. .

An easement for the purposs shown below and rights incidental thereto as set forth in a dosument.

Purpose: water systems '
Recorded: December 20, 1988 as Instrument No. §8-2030146 of Official
Records
Affects: That portion of said land as desctibed in the document attached
* hereto, .

CITA Preliminary Report Form - Modified {11-17-06)
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20.

2L

22,

23,

24,

25,

26.

Order Ne.: 106746803-X59

SCHEDULE B

(continued)

An easement for the purpose shown below and rights incidental thereto as set forth in a document.

Purpose: water systems

Recorded: December 20, 1988 as Instrument No. 88-2030148 of Official
Records

Affects: That portion of said land as df:scnbed in the document attached
hereto,

A document subject to all the terms, provisions and conditions therein contained.

Entitled: Certificate of Completion and Ownsr Participation Agreement
Termination

Recorded: February 27, 2007 as Instrument Noe. 200’70425673 of Official
Records

A document subject to all the terms, provisions and conditions therein contained,

Entitled: Tinal Order of Condemnation
Reocorded: Agpril 20, 2007 as Instrument No. 20070959404, of Official Records

A document subject to all the terms, provisions and conditions therain contained.

Entitled: Dec}arafion of Covenants and Restrictions
Recorded: June 29, 2007 as Instrument No, 07-1568050, of Official Records

A document subject to all the terms, provisions and conditions therein contained.

Entitled; - Notice of Acceptance
Recorded; 4 October 30, 2007 as Mstrument No. 20072451402, of Official
Records

A document subject to all the terms, provisions and conditions therein contained.

Entitled: Notice of Acceptance
Recorded: July 8, 2008 as Instrument No. 20081209370, of Official Recerds

A Certificate of Compliance

Dated: . September 8, 2008
Recorded: - September 08, 2008 as Iustrument No. 2008- 1614753 of Ofﬁczal
Records

CLTA Prefiminary Report Form - Modified (11-17-06)
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27,

28.

29,

30.

31,

32,

33.

Order No. 106746803-X59

SCHEDULE B
(continued)

A pending Court Action as disclosed by a recorded notice.

Defendant: Industry Urban-Development Agency, a public body, corporate and
. politic

Plaintiff: Kim-Met Holdings, Inc., a California corporation

Nature of Action: a5 described therein

Case No,; BC435084

Recorded: April 20, 2010 as Insirument No. 2010-0536035, of Official Records

Reference is hereby made to said document for full particulars,

A lien for unsecured property taxes for the ameunt shown and any other amounts due

Taxpayer: ¥im Met Holdings, Inc.

Amount: $52,526.81 7

Recorded: September 16, 2009 as Instrument No. 2009-1409532, of Official
Records ’

A lien for unsecured property taxes for the amount shown and any other amounts due

Taxpayer: Kim Met Heldings, Ine.

Amount: $30,984.09 .

Recorded: September 16, 2009 as Instrument No. 2009-1409533, of Officiat
Records :

A lien for vmsecured prop_crts; taxes for the amount shown and any other amounts due

Taxpayer, Kim Met Holdings, Inc.

Amount; $157.86

Recorded: December 18, 2009 as Instrument No. 2009-1930899, of Official
Records

Water tights, claims or tifle to water, whether or not disclosed by the public records,

Matters which may be disclosed by an inspection and/or by a correct ALTA/ACSM Land Title

Survey of said fand that is satisfactory fo this Company, and/or by inquiry of the pariies in

possession thereof.

This office must be notified at least 7 business days prior o the scheduled closing in order to

arrenge for an inspection of the land; upon completion of this inspection you will be notified of the

removal of specific coverage exceptions and/or additional exceptions to coverage.

Any rights of parties in possession of said land, based on any ynrecorded lease, or leases.

" This Company will require a full copy of any unrecorded lease, together with all supplements,

assignments, and amendments for review.

CLTA Preliminery Report Form « Modified (1 1-17-06)
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s,

Order No,; 106746803-X59

SCHEDULE B
(continned)

END OF SCHEDULE B

CLTA Preliminary Report Form - Modified (11-17-06)
Papge 11




Ordex No,: 106746803-%59

INFORMATIONAL NOTES

Note No. 1 Section 12413.1, California Tsurance Code became effective Januvary 1, 1990. This
legislation regulates the disbursement of funds deposited with any title entify acting in an escrow or
sub-escrow capacity. The law requires that all funds be deposited and collected by the title entity’s
escrow andfor sub-gscrow account prior to disbursement of any funds. Some methods of fimding
may be swbject fo a holding peried, which must expire before any funds may be disbursed. In order
1o avoid any such delays, all finding should be done via wire transfer. Funds deposited with the
Company via wite transfer may be disbursed upon receipt. Funds deposited by cashiers checks,
cestified checks, and teller’s checks is one business day after the day deposited, Other checks may
require hold periods from two fo five business days after the day deposited, and may delay your
closing. The Company may receive benefits from such banks based upon the balances in such
accounts, Such benefite will be retained by the Company as part of its compensation for handling

such funds,

Note No. 2: The charge where an oxder is cancelled after the issuance of the report of title, will be
that amount which in.the opinion of the Company is proper compensation for the gervices rendered
or the purpose for which the report is used, but in no event shall said charge be less that the
minimum amount required under Section 12404,1 of the Insurance Code of the State of Califormia.
If the report cannot be cancellsd “no fee” pursuant to the provisions of said Insurance Code, then
the minimum cancellation fee shall be that permitted by law,

Note No. 3 California Revenue and Taxation Code Scotion 18668, effective January 1, 1991,
requires that the buyer in all sales of Celifornia Real Estate, withhold 3-1/3% of the total sales price
as California State Income Tax, subject to the varfous provisions of the law as therein contained,

and as amended,

Note No, 4. Wire Transfers

In the event your transaction Is being escrowed by a Chicago Tille office, contact should be made
with the office to obtaln correct wiring instructions. Failure to do o could result in a delay in the

receipt of funds and subsequent closing of your transaction.

Chicago Title will disburse by wire-out only collected funds or funds received by confirmed
wire-in,
The Company’s wire-in instructions are:

Bank: - Bank of America
275 Valencia Blvd, 2nd Floor
Brea, CA 92823
Bank ABA No.: 0260-0959.3
Acconnt Name: Chicago Title Company, Broadway Plaza Office
Account No.: 12351-50737
For Credit To: Chicago Title Company
700 South Flower, Suite 800
Los Angeles, CA 90017
Order No.: 106746803-X59
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Order No.: 106746803-X59

INFORMATIONAL NOTES

(continued)

LENDER NOTE: On the DATE you fund the Loan and WIRE Funds to Chicayo Title and
reference the above Order Number, you must send written NOTICE to
the Title Officer’s Unit by messenger or E-Mail that you sent the Funds.

Chicago 'Title will send an E-Mail acknowledging receipt of the funds as
soon as practicable, .

Chicago Title will NOT be responsible for any delay in Closing and
.Recording the transaction, nor will Chicago Title be lable for any claim
of lost Ynterest waless such written Notice is sent the day of Funding and

Chicago Title has acknowledged receipt of firnds.

Note No. 5: Your application for title insurance was placed by reference to a stregt address ar
assessor’s parcel number. Based upon our records, we believe that the description in this report

covers the parcel that you requested.

To prevent errols, we require writien sonfirmation that the legal description contained herein covers
the parcel that you requested. T

Note No. 6: The plat, (map), which is attached to this report, is to assist you in locating land with
reference o atreets and other parcels, While this plat is believed to be correct, the Company
agsumes no liability for any loss ocoutring by reasen of reliance thereon.

Note No. 7: The policy of title insurance will include an arbitration provision. The Company or the
insired may demand arbitration. Arbitrable matiers may include, but are not limited to, any
controversy or claim between the Company and the insured arising out of or relating to this policy,
any service of the Company in connection with its issuance or the breach of a policy provision or
other obligation, Please ask your escrow or title officer for a sample copy of the policy to be issued
if you wish to review the arbitration provisions and any other provisions pertaining to your Title

Jmsurance coverage.

Note No. 8 The policy to be issued may contain en arbiiration clanse. When the Awmount of
Tnsurance is less than the amount, if any, set forth in the arbitration clause, all arbitrable matters
ghall be arbitrated at the option of either the Company or the Insured as the exclusive remedy of the

parties.

CLTA Preliminary Report Form - Modified {11-17-06)
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Order No.; 106746803-X59

INFORMATIONAL NOTES

(continued)

Note No. 9: Important notice regarding documents to be recorded in the Los Angeles County.
Please review the following CRITICAL MESSAGE from the Los Angeles County Recorder’s
Office as it will Tikely impact your closing:

SUBJECT: ACCEPTANCYE OF NOTARY ACKN OWLEDGEMENTS

Effective May 1, 2008, the Los Angeles Registrar-Recorder/County Clerk’s Office will work
diligently to be more efficient in exemining notary acknowledgements as our part in minimizing
notary fraud, In owr efforts, we will sirictly adhere to the following requirements for accepting
Notary Ackmowledgments/Certificates:

. Notaries must comply with the requirements set forth by the state where the oath is
administered.

«  Notary Acknowledgments/Certificates may not contain white-out, corrective tape, arrows
and/or asterisks.

+  Notary Acknowledgments/Certificates completed by a California Notary that are destined for
recording in the County of Los Angeles rust be presented exactly in the form prescribed by

Civil Code Section 1189(a)(1).

A Notary Acknowledgment/Certificate that does not meet cxi.sting state requirements in addition to
the requitements set forth above may not be re-submitted afier it has been rejected by the Recorder.
A new Notary Acknowledgment/Certificate will be required when re-submitting a Tejected

document.

If you have any questions, please confact the Registrar-Recorder/County Clerl at (562) 462-2125.
Note No. 10; ‘This Company will require a Staterent of Information-from the parties named below,
in order to complete this report. After review of the requested statemneni(s) the Company may have
additional requirements before issuance of any policy of title insurance,

Partics: All Partics

Please rest assured that the information we are requesting is essential, and will be kept siictly
sonfidential. . ’ :

CLTA. Preliminary Report Form - Modified (11-17-06)
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Order No.: 106746803-X59

INFORMATIONAL NOTES

(continned)

ATTACHMENT ONE

PRIVACY STATEMENT

TMPORTANT INFORMATION:

ronic delivery the Privacy Statement gnd Attachment
is informatian by selecting ihe link. For those of you
of this information has been submitted for veur

For those of you receiving this xeport by elect
One are Huked to this report, Please review th
who are receiving a hard copy of this report, a cepy

review.

CLTA Preliminary Report Form - Modified (11-17-06)
: Page 13




- Order No,; 106746803-X59

INFORMATIONAL NOTES

(continued)

NOTICE

You may be entitled to receive a $20.00 discount on escrow services if you purchased, sold or refinanced
residential property in California between May 19, 1995 and November 1, 2002. If you had more than one
qualifying transaction, you may be entitled to multiple discounts,

If your previous transaction involved the same property that is the subject of your current transaction, you
do not have to do anything; the Company will provide the discount, provided you are paying for escrow
or title services in this transaction,

If your previous transaction involved property different from the property that is subject of your current

transaction, you must - prior to the close of the current transaction - inform the Company of the earlier

transaction, provide the address of the property involved in the previous fransaction, and the date or
" gpproximate date that the escrow closed to be eligible for the discount.

Unless you inform the Company of the prior iransaction on property that is not the subject of fhis
transaction, the Company has no obligation to conduef an investigation to determine if you qualify for a
discount. If you provide the Company information conceming a prior transaction, the Company is
required to determine if you qualify for a discount which is subject to other terms and conditions.

CLTA Preliminary Report Form - Modified (11-17-06)
. Page 16




Order No.: 106746803-X59

(continued)

OFFICE INFORMATION ONLY:

The trust deed recorded September 22, 2008 as Tnstrument No. 2008-1699552 of Official Records, and
which was eliminated by a foreclosure of a prior trust desd, may be revived if title is reacquired by Kim-

Met Holdings, Inc., a California corporation.

CLTA Preliminary Report Form - Modified (11-17-06)
' Page 17




EXHIBIT “D”
FORM OF GRANT DEED

RECORDING REQUESTED BY:
FIRST AMERICAN TITLE INSURANCE COMPANY
AND WHEN RECORDED RETURN TO:

Industry Urban-Development Agency
15625 East Stafford Street, Suite 200
P. 0. Box 7089

City of Industry, California 91744
Attention: Diane Schiichting

This tranefer is exempt from Recording Fees pursuant to Cilifornia Government Cods Section 6103,

GRANT DEED

DOCUMENTARY TRANSFER TAXTS: §_
THE UNDERSIGNED GRANTOR DECLARES:

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, the
INDUSTRY URBAN-DEVELOPMENT AGENCY, a public body, corporate and politic
(“Grantor™), hereby grans to HITCHCOCK COMMERCIAL PROPERTIES, L.P., 2
California imited partnership (“Grantee”), that certain real property described in Exhibit A
attached hereto (the “Site”) and incorporated herein by this reference, together with all of
Grantor’s right, title and interest in and to all easements, privileges and rights appurtenant to the

Site.

1. This Grant Deed of the Site i subjeot to the Redevelopment Plan and pursuant to
a Disposition Agreement (the “Agreement”) entered into by and between Grantor and Grantee
dated ~ , 20 , the terms of which are incorporated herein by reference. A copy of

the Agreement is available for public inspection at the offices-of the Grantor, 15625 Fast
Stafford Street, Suite 200, City of Industry, California 91744, The Site is conveyed further
subject to all easements, rights of way, covenants, conditions, restrictions, reservations and all

other matters of record, .

2, The Site is conveyed subject to the condition that the Site will be used for the
operation of a new automobile retail sales, service and repair business for a period of twenty 20}
years, commencing on the date on which this Grant Deed recorded in the Official Records of Los
Angeles County, California and automatically ending on the date twenty (20) years thereafier.
Upon the violation or failure of such condition, Granfor shall have the right to reenter and
repurchase the Site from Grantee or ifs successors and assigns as provided in Section 3.7 of the
Agrecment; provided, however, that Grantor’s tight to reenter and repurchase shall not arise
unless and wntil a violation or failure of such condition actually oocurs, and Grantor gives
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Grantee written notice thereof in the manner provided in Section 3.7 of the Agreement and, at the
expiration of the time stated in the Agreement from the receipt by Grantee of such notice, the
violation has not ceased or the failure has not been remedied.

3. The Site is conveyed subject to the reservation for the benefit of the properties
described in Bxhibit B attached hereto (the “Benefited Properiies™), and incorporated herein by
this reference, of a non-exclusive sasement, on, over and under that portion of the Site described
in Exhibit C attached hereto (the “Vehicular Access Area”), and incorporated herein by this
reference, for vehicular ingress and egress to and from the Benefited Properties. The easement
described in this Section 3 shall contimue in full force and effect for such period of time as an
guiomobile dealership is operated on any of the Benefited Properties.

4 By acceptance hereof, Grantee covenants, for itself and its successors and assigns,
and all persons claiming under or through them, that there shall be no discrimination against or
segregation of, any person or group of persons on account of any basis listed in subdivision (a) or
(d) of Section 12955 of the California Government Code, as those bases are defined in Sections
12026, 12926.1, subdivision (m) and paragraph (1) of subdivision (p) of Section 12955, and
Section 12955.2 of the California Government Code, in the sale, lease, sublease, (ransfer, use,
occupancy, tenure or enjoyment of the premises herein conveyed, nor shall the Grantes himself
or herself, or any person claiming under or through him or her, establish or permit any practice
or practices of discrimination or segregation with reference to the selection, location, number,
use or oceupancy of tenants, lessees, subtenants, sublessees or vendees in the premises herein
conveyed. The foregoing covenants shall run with the land

Notwithstanding the immediately preceding paragraph, with respect to familial status,
said paragraph shall not be construed to apply to housing for older persous, as defined in Section
12955.9 of the California Government Code. With respect to familial status; nothing in said
paragraph shall be construed to affect Sections 5§1.2, 51,3, 51.4, 51.10, 51.11, and 795.5 of the
California Civil Code, relating to housing for senior citizens, Subdivision (d) of Section 51 and
Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955 of
the California Government Code shall apply.to said paragraph.

5. All deeds, leases or contracts entered into with respect to the Property shall
contain or be subject to substantially the following nondiscrimination/nonsegregation clanses:

5.1 Indeeds: “The Grantes herein covenants by and for himself or herself, his
or her heirs, executors, administrators and assigns, and all persons claiming under or through
them, that there shall be no discrimination against or sogregation of, any person or group of
persons on account of arny basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Government Code, in the sale, lease, sublease, transfer, use, occupancy, tenmre or enjoyment of
the premises herein conveyed, nor shall the Grantee himself or herself, or any person clamming
under or through him or her, establish or permit any 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 premises herein conveyed. The foregoing
covenants shall run with the land. '
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Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to farnilial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51,10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens, Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (1), (o) and (p} of Section 12555
of the California Government Code shall apply to said paragraph.”

52  Inleases: “The lesses herein covenants by and for himself ot herself, his
or her heirs, executors, administrators and assigns, and all persons claiming under or through him
or her, and this Iease is made and accepted upon and subject to the following conditions: That
there shall be no discrimination against or segregation of any person or group of persons, on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases ate defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Government Code, in the leasing, subleasing, transferring, use or occupancy, fenure or
- enjoyment of the premises herein leased nor shall the lessee himself or herself, or any person
claiming undér or through him or her, establish or permit any such practice or practices of
discrimination or segregation with reference to the selection, location, nuaber, USe Or OCCUPANCY
of tenants, lessees, sublessees, subienants ot vendees in the premises herein leased.

, Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Qection 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51 4, 51,10, 51.11, and 799.5 of
the Califorma Civil Cods, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (1), (0} and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

5.3  In contracts: “The confracting party or parties hereby covenant by and for
himself or herself and their respective successors and assigns, that there shall be no
diserimination against or segregation of any person or group of persons, on account of any basis
listed in subdivision (a) or (d) of Section 12955 of the California Government Codg, as those
bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision
(p) of Section 12955, and Section 12955.2 of the California Government Cade, in the sale, lease,
sublease, transfer, use, occupancy, tenure or enjoyment of the premises, nor shall the confracting
party or parties, any subcontracting party or partics, or their respective assigns or transferees,
establish or permit amy such practice or practices of discrimination or segregation,

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4,51.10, 51,11, and 799.5 of
the California Civil Code, relating to housing for senior citizens, Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”
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—

a. The covenants and agreements contained or referenced in Sections 2 and 4 of this
CGirant Deed shall run with the land for the benefit of, and shall only be enforceable by, Grantor or
the City of Industry (as a third party beneficiary) and their respective successors and assigns,
without regard to whether Grantor is or remains an owner of any land or interest therein to which
such covenants relate. In the event of a breach of any covenant contained in this Grant Deed,
Grantor shall have the right fo exercise any right or remedy provided in the Agreement ot
otherwise available at law or in equity, to enforce the curing of such breach.

7. The easement reserved for the benefit of the Benefited Properties i Section 3 of
fhis Grand Deed shall burden the Site and benefit and be appurtenant to the Benefited Properties,
shall Tun with the Site and Renefited Properties, and shall be binding upon and inure to the
henefit of the owners of the Site and the Benefited Properties.

8. This Grant Deed may be executed in several counterparts, each of which shall be
deemed an original, and all of such counterparts together shall constitute one and the same
Insfrument, '

[Signatures appear on next page. ]
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IN WITNESS WHERECE, the partie:s hereto have entered info this agreement as of the
day and year first above wriiten. ‘

“Grantor” | INDUSTRY URBAN-DEVELOPMENT

AGENCY, a public bedy, corporate and politic
By
Name;
Title:
ATTEST:
Secretary
“Grantee” ' HITCHCOCK COMMERCIAL PROPERTIES,

L.P., a California limited partnership

By:  Hitchcock Commercial Propertics, Inc.,
a California corporation, its general partner

By:

Name: Frederick E. Hitchcock, Jr.
Title: President & Secretary
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State of California

At Gt Yot

County of Los Angeles

On. , before me, .,
notary public, personally appeared
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrament and acknowledged to me that he/she/they execuied the same
in his/her/their anthorized capacity(ies), and that by his/her/their signature(s) on the instrument
the person(s) or the entity npon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
forogoing parageaph is true ard correct.

WITNESS 1y hand and official seal.

Signature

(seal)

State of California 1

County of Los Angeles ;{

On: , before me, , @

notary public, personally appeared -
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subseribed 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) ot the entity upon behalf of which the person(s) acted, executed the instrument.

1 certify vnder PENALTY OF PERIURY under the laws of the State of California that the
foregoing paragraph is true and correct. .

WITNESS my hand and official seal.

Signature
(seal)
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Exhibit A
LEGAL DESCRIPTION

That certain real property located in the City of Indnstry, County of Los Angeles, State of
California, consisting of approximately four acres described as foilows: '

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF PARCEL MAP No, 234, IN TIIE CITY
OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON
MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF PARCEL
MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY, DESCRIBED

AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SATD PARCEL MAP No.,
244, SAID POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF GALE
AVENUE, 62.00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE, NORTH 81°
31’ 24” WEST, 466.00 FEET TO THE TRUE POINT OF BEGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 31 24" WEST, 150.24
FEET TO TLE BEGINNING OF A TANGENT CURVE CONCAVE NORTHERLY AND
HAVING A RADIUS OF 70.00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33’ 427, AN ARC DISTANCE OF 20.23 FIET;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 64° 57° 42”7 WEST,
92.45 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHERLY
AND HAVING A RADIUS OF 65,00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33° 42*, AN ARC DISTANCE OF 18.79 FEET;
THENCE TANGENT TO THE LAST MENTIONFED CURVE, NORTIH 81° 31 ’ 24" WEST,
140,00 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
NORTHBASTERLY AND HAVING A RADIUS OF 17.00 FEET; THENCE
NORTHWESTERLY ALONG SAID CURVE, THROUGH A.CENTRAL ANGLE OF 90° 00°
00", AN ARC DISTANCE OF 26.70 FEET; THENCE TAN GENT TO THE LAST
MENTIONED CURVE, NORTH 08° 28’ 367 BAST, 10.00 FEET TO THE BREGINNING OF A.
TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A RADIUS OF 44.00
FEET; THENCE NORTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 36° 52° 12", AN ARC DISTANCE OF 28.31 FEET TO THE BEGINNING OF A
REVERSE CURVE CONCAVE SOUTHWESTERLY AND HAVING A RADIUS OF 46,00
FEET, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 44° 39 12" BEAST,;
THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL AN GLE OF 103°
507 037, AN ARC DISTANCE OF 83.36 FEET; THENCE NORTH 08° 28’ 36” EAST, 368.75
FERT TO ITS INTERSECTION WITH THE SOUTHERLY LINE OF THE UNION PACIFIC
RAILROAD RIGHT-OF-WAY, 100.00 FEET WIiDE, FORMERTY LOS ANGELES AND
SALT LAKE RAILROAD, SATD POINT OF INTERSECTION ALSO BEING IN ANON
TANGENT CURVE CONCAVE NORTHERLY AND HAVING A RADIUS OF 5779.60
FEET, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 18° 12° 39” WEST;
THENCE SOUTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF
03° 46" 33", AN ARC DISTANCE OF 380.87 FEET; THENCE SOUTH 08° 28’ 36" WEST,
452.09 FEET TO THE TRUE POINT OF BEGINNING.
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EXCEPT THEREFROM FIFTY PERCENT (56%) OF ALL OIL OR BY-PRODUCTS
THEREFROM WHICH MAY BE PRODUCED FROM SAID PROPERTY, AS RESERVED
BY TOHN I,. FLEMING IN THE AGREEMENT TO CONVEY, RECORDED DECEMBER 9,
1048 AS INSTRUMENT NO. 1594, IN BOOK 28910 PAGE 285 OF SAID OFFICIAL
RECORDS, AND AS RESERVED BY JOHN L. FLEMING, ALSO KNOWNASJL. .

FI EMING, IN DEED RECORDED SEPTEMBER 15, 1953 AS INSTRUMENT NO. 751, IN
ROOK 42683 PAGE 163 OF SAID OFFICTAL RECORDS.
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Exhibit B
1. EGAL DESCRIPTION OF BENEFITED PROPERTIES

PARCEL 1: (APN 8264-001-941 & 8264-001-942)

PARCEL 1, N THE CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF
CALIFORNIA, AS SHOWN ON PARCEL MAP NO. 105, AS PER MAP RECORDED IN
BOOK 81, PAGE 28 OF PARCEL MAPS, IN THE OFFICE OF THE COUNTY RECORDER

OF SAID COUNTY.

TOGETHFR WITH THAT PORTION OF DEPOT STREET (60.00 FEET WIDE) AS SHOWN
ON THE MAP OF THE TOWN OF ROWLAND, IN THE CITY OF INDUSTRY, COUNTY
OF LOS ANGELES, STATE OF CALIFORNIA, AS PER MAP RECORDED IN BOOK 4,
PAGE 10 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY,
AS VACATED BY THE CITY OF INDUSTRY RESOLUTION NO. 1050, A CERTIFIED
COPY OF WHICH WAS RECORDED DECEMBER 31, 1980 AS INSTRUMENT NO. 80-
1316607 OF SAID COUNTY, LYING EASTERLY AND SOUTHEASTERLY OF THE
NORTHEASTERLY PROLONGATION OF THE NORTHWEST LINE OF SAID PARCEL 1

OF PARCEL MAP NO. 105.

ALSO TOGETHER WITH THAT PORTION OF THE WESTERLY 25.00 FEET OF
WALNUT STRERT (50.00 FEET WIDE), NOW KNOWN AS HATCHER AVENUE. AS
SHOWN ON A THE MAP OF THE TOWN OF ROWLAND, IN THE CITY OF INDUSTRY,
COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS PER MAP RECORDED IN
BOOK 4, PAGE 10 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID

. COUNTY, AS VACATED BY THE CITY OF INDUSTRY RESOLUTION NO. 1050, A
CERTIFIED COPY OF WHICH WAS RECORDED DECEMBER 31, 1980 AS DOCUMENT
NO, 80-1316607 OF SAID COUNTY, THAT WOULD PASS WITH A LEGAL
CONVEYANCE OF SAID PARCEIL 1 OF PARCEL MAP NO. 105,

ATSO TOGETHER WITH THAT FORTION OF HATCHER AVENUE VACATED BY THE
CITY OF INDUSTRY, A RESOLUTION THEREQF BEING RECORDED JANUARY 19,
2006 AS INSTRUMENT NO. 06-0133067 OF OFFICIAL RECORD.

PARCEL 2: (8264-012-914 & 920 & 921)

BEING PORTIONS OF LOT 10 OF THE ROWLAND TRACT, IN THE CITY OF ,
INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS'SHOWN ON
MAP RECORDED IN BOOK 3, PAGES 93 AND 94 OF MAPS, ALSO BEING A PORTION
OF THE RIGHT OF WAY OF THE UNION PACIFIC RATLROAD, FORMERLY SAN-
PEDRO, LOS ANGELES AND SALT LAKE RAILROAD IN RANCHO LA PUENTE, AND
A PORTION OF THE BEAST HALF OF HATCHER AVENUE, 50.00 FOOT WIDE,
VACATED BY THE CITY OF INDUSTRY RESOLUTION No. 1050, RECORDED
DECEMBER 31, 1980, AS INSTRUMENT No. 80-1316607 OF OFFICIAL RECORDS, ALL
RECORDS IN THE OFFICE OF THE COUNTY RECORDER OF SATD COUNTY, AND

DESCRIBED AS FOLLOWS:
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PARCEL 2A:

BEING A STRIP OF LAND LOCATED WITHIN THE RIGHT OF WAY OF THE UNION
PACTFIC RAILROAD, FORMERLY SAN PEDRO, LOS ANGELES AND SALT LAKE
RAILROAD, 150.00 FEET WIDE, BEING A PORTION OF RANCHO LA PUENTE, IN THE
CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS
SITOWN ON MAP RECORDED BN BOOK 1, PAGES 43 AND 44 OF MAPS, SAID STRIP
ALSO BEING THE SAME LAND DESCRIBED IN DEED TO INDUSTRY URBAN-
DEVELOPMENT AGENCY RECORDED DECEMBER 4, 2006, AS INSTRUMENT No. 06-
2687152 OF OFFICIAL RECORDS IN THE OFFICE OF THE COUNTY RECORDER OF
SATD COUNTY AND DESCRIBED ASFOLLOWS: |

BEGINNING AT THE INTERSECTION OF THE NORTHEASTERLY PROLONGATION OF
THE CENTERLINE OF HATCHER AVENUE, 60.00 FEET WIDE, (FORMERLY WALNUT
STRERT, 50.00 FERT WIDE), WITE THE NORTHWESTERLY PROLONGATION OF THE
NORTHEASTERLY LINE OF LOT 10 OF SAID ROWLAND TRACT; THENCE ALONG
SATD NORTHWESTERLY PROLONGATION AND NORTHEASTERLY LINE, SOUTH 64°
06' 19" BAST, 359.53 FEET TO AN ANGLE POINT ON SAID LINE; THENCE
CONTINUING ALONG SAID NORTHEASTERLY LINE, NORTH 25° 53" 41" EAST, 50,00
FEET TO AN ANGLE POINT ON SAID LINE; THENCE LEAVING SAID
NORTHEASTERLY LINE OF LOT 10, IN A DIRECT LINE FROM SAID ANGLE POINT,
NORTH 72° 01’ 217 WEST, 362.99 TO THE POINT OF BEGINNING.

PARCEL2B:

BEING THE SAME LAND DESCRIBED IN DEED TO INDUSTRY URBAN-
DEVELOPMENT AGENCY RECORDED AUGUST 10,.1981, AS INSTRUMENT No, 81-
706080 OF OFFICIAL RECORDS TN THE OFFICE OF THE COUNTY RECORDER OF
SAID COUNTY AND DESCRIBED AS FOLLOWS:

BEGINNING AT THE INTERSECTION OF THE NORTHRASTERLY PROLONGATION OF
THE CENTERLINE OF HATCHER AVENUE, 60.00 FEET WIDE, (FORMERLY WALNUT
STREET, 50,00 FEET WIDE), WITH THE NORTHWESTERLY PROLONGATION OF THE
NORTHEASTERLY LINE OF LOT 10 OF SAID ROWLAND TRACT; THENCE ALONG
SATD NORTHWESTERLY PROLONGATION AND NORTHEASTERLY LINE, SOUTH 64°
06° 14” BAST, 355.52 FEET TO THE BASTERLY LINE OF LAND DESCRIBED TO
THOMAS ROWLAND RECORDED IN BOCK 2222, PAGE 136 OF DEEDS QF SAID
COUNTY: THENCE ALONG SAID EASTERLY LINE, SOUTH 11° 53" 417 WEST, 128.11
FERT TO THE NORTHERLY LINE OF TLAND DESCRIBED IN DEED TO INDUSTRY
URBAN-DEVELOPMENT AGENCY RECORDED SEPTEMBER 8, 2005, AS
INSTRUMENT No. 05-2160574 OF OFFICIAL RECORDS IN THE OFFICE OF THE
COUNTY RECORDER OF SATD COUNTY: THENCE ALONG SAID NORTIHERLY LINE,
NORTH 78° 06’ 24” WEST, 314.96 FEET TO THE EASTERLY LINE OF HATCHER
AVENUE, 60.00 FOOT WIDE; THENCE NORTH 11° 53" 36" EAST. 35.39 FEET TC THE
BEGINNING OF A TANGENT CURVE CONCAVE BASTERLY AND HAVING A RADIUS
OF 94,00 FEET; THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 16° W 24’ 56”, AN ARC DISTANCE OF 26.93 FEET; THENCE TANGENT TO
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THE LAST MENTIONED CURVE. NORTIH 28° 18’ 327 EAST, 50,00 FEET TO HAVING
BEGINNING OF A TANGENT CURVE CONCAVE WESTERLY AND HAVING A RADIUS
OF 50.00 FEET; THENCE NORTHWESTERLY ALONG SAID CURVE, THROUGH A
CENTRAL ANGLE OF 106° 24° 56", AN ARC DISTANCE OF 92.87 FEET TO A POINT IN
SAID CURVE HAVING A RADIAL LINE THAT BEARS NORTH 11° 53” 06” EAST;
THENCE RADIAL TO THE LAST MENTIONED CURVE, NORTH 11° 53° 36" EAST, 40.08
FEBT TO THE POINT OF BEGINNING.

PARCEL 2C:

REING THE SAME LAND DESCRIBED IN DEED TO INDUSTRY URBAN-
DEVELOPMENT AGENCY RECORDED SEPTEMBER 8, 2005, AS INSTRUMENT No. 03-
2160574 OF OFFICIAY, RRCORDS IN THE OFFICE OF THE COUNTY RECORDER OF

SAID COUNTY AND DESCRIBED AS FOLLOWS:

BEGINNING AT THE INTERSECTION OF THE NORTHEASTERLY PROLONGATION OF
THE CENTERLINE OF HATCHER. AVENUE, 60,00 FEET WIDE, (FORMERLY WALNUT
STREET, 50.00 FERT WIDE), WITH THE NORTHWESTERLY PROLONGATION OF THE
NORTHEEASTERLY LINE OF LOT 10 OF SAID ROWLAND TRACT; THENCE ALONG
SATD NORTHWESTERLY PROLONGATION AND NORTHEASTERLY LINE, SOUTH 64°
06’ 19” BAST, 355.52 FERT TO THE EASTERLY LINE OF LAND DESCRIBED TO
THOMAS ROWLAND RECORDED IN BOOK 2222, PAGE 136 OF DEEDS OF SAID
COUNTY: THENCE ALONG SAID EASTERLY LINE, SOUTH 11° 53° 417 WEST, 128.11
FEET TO THE TRUE POINT OF BEGINNING, THENCE CONTINUING ALONG SATD
HASTERLY LINE, SOQUTH 11° 53" 41” WEST, 105,00 FEET TO THE NORTHERLY LINE
OF LAND DESCRIRED IN “COVENANT AND AGREEMENT TO HOLD PROPERTY AS
ONE PARCEI”, RECORDED FEBRUARY 19, 1992, AS INSTRUMENT No. 92-273689 OF
OFFICIAL RECORDS OF SAID COUNTY; THENCE ALONG SAID NORTHERLY LINE,
NORTH 78° 06’ 24” WEST, 314.95 FEET TO TIHE BASTERLY LINE OF HATCHER
AVENUE, 60,00 FOOT WIDE; THENCE ALONG SAID FEASTERLY LINE, NORTH 11° 53’
36" BEAST, 105.00 FEET, THENCE SOUTH 78° 06° 24” EAST, 314.96 FEET TO THE TRUE

POINT OF BEGINNING.

| PARCEL 2D:

BEING THE SAME LAND DESCRIBED AS PARCELS “C* AND “D” IN DEED TO
INDUSTRY URBAN-DEVELOPMENT AGENCY RECORDED JANUARY 8, 2004, AS
INSTRUMENT No. 04-0046303 OF OFFICTAL RECORDS IN THE OFFICE OF THE
COUNTY RECORDER OF SAID COUNTY AND DESCRIBED AS FOLLOWS:
BEGINNING AT THE INTERSECTION OF THE NORTHEASTERLY PROLONGATION OF
THE CENTERLINE OF HATCHER AVENUE, 60.00 FEET WIDE, (FORMERLY WALNUT
STREET, 50.00 FERT WIDE), WITH THE NORTHWESTERLY PROLONGATION OF THE
NORTHEASTERLY LINE OF LOT 10 OF SAID TOWN OF ROWLAND; THENCE ALONG
SAID NORTHWESTERLY PROLONGATION AND NORTEEASTERLY LINE, SOUTH 64°
06’ 147 BAST. 355,52 FEET TO THE BASTERLY LINE OF LAND DESCRIBED TO
THOMAS ROWLAND RECORDED IN BOOK 2222, PAGE 136 OF DEEDS OF SAID
COUNTY: THENCE ALONG SAID EASTERLY LINE, SOUTH 11° 53° 41" WEST, 233.11
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FEET TO THE TRUE POINT OF BEGINNING; THENCE CONTINUING ALONG SAID
EASTERLY LINE, SOUTH 11° 53’ 417 WEST, 551.89 FEET TO ITS INTERSECTION WITH
THR NORTHEASTERLY LINE OF GALE AVENUE, (A VARYING WIDTH STREET), -
SAID POINT OF INTERSECTION ALSO BEING IN THE ARC OF A NON TANGENT
CURVE CONCAVE NORTHEASTERLY AND HAVING A RADIUS OF 377 48 FEET, A
RADIAL LINE THROUGH SAID POINT BEARS SOUTH 10° 59° 02” WEST; THENCE
NORTHWESTERLY ATONG SAID CURVE AND NORTHBEASTERLY LINE OF GALE
AVENUE, THROUGH A CENTRAT, ANGLE QF 27° 24" 44", AN ARC DISTANCE OF
180.60 FEET; THENCE TANGENT TO THE LAST MENT TONED CURVE, NORTH 51° 36’
14” WEST, 138.51 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
EASTERLY AND HAVING A RADIUS OF 39.00 FEET; THENCE NORTHERLY ALONG
SAID CURVE, THROUGH A CENTRAL ANGLE OF 76° 35 16", AN ARC DISTANCE OF
5213 FRET TO THE EASTERLY LINE OF HATCHER AVENUE, 60-FOOT WIDE, AND
THE BEGINNING OF A REVEBRSE CURVE CONCAVE WESTERLY AND HAVING A
RADIUS OF 155.00 FEET, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 65°
00’ 58” RAST; THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 13° 05°26”, AN ARC DISTANCE OF 35.41 FEET; THENCE TANGENT TO THE
LAST MENTIONED CURVE, NORTH 11° 53’ 16" BEAST, 371.62 FEET TO THE ITS _
INTERSECTION TO THE NORTHERLY LINE OF SAID “COVENANT AND AGREEMENT
TO HOLD PROPERTY AS ONE”; THENCE ALGNG SAID NORTIHERLY LINE, SOUTH
78° 06° 24” BAST, 314.95 FEET TO THE TRUE POINT OF BEGINNING.

PARCEL 3: (APN 8264-012-019)

THOSE PORTIONS OF LOTS 9 AND 10 OF ROWLAND TRACT, IN THE CITY OF
INDUSTRY, AS PER MAP RECORDED IN BOOK 3 PAGES 93 AND 94 OF MAPS, IN THE

2

OFEICE OF THE COUNTY RECORDER OF SAID COUNTY, DRSCRIBED AS FOLLOWS:

REGINNING AT THE NORTHWESTERLY CORNER OF THE LAND DESCRIBED IN
DEED RECORDED IN BOOK 2250 PAGE 180 OF DEEDS, RECORDS OF SAID COUNTY,
9AID CORNER BRING THE NORTHERLY LINE OF SAID LOT 9, DISTANT THEREON
SOUTH 63° 55° EAST 86.06 FEET. MORE OR LESS, FROM THE NORTHWESTERLY
CORNER OF SATD LOT 9; THENCE ALONG THE NORTHERLY LINES OF SAID LOTS ¢
" AND 10, NORTH 63° 55> WEST 272,76 FEET MORE OR LESS TO AN ANGLE POINT IN .
THE NORTHERLY LINE OF SAID LOT 10; THENCE FOLLOWING THE BOUNDARIES
OF SAID LOT 10, SOUTH 26° 05* WEST 50.00 FEET AND NORTH 63° 55> WEST 4,00
FEET TO THE NORTHEASTERLY CORNER OF THE LAND DESCRIBED IN THE DEED
RECORDED IN BOOK 2222 PAGE 136 OF DEEDS, RECORDS OF SAID COUNTY;
THENCE ALONG THE EASTERLY LINE OF THE LAND DESCRIBED IN SAID DEED,
SOUTH 12° 05 WEST 1029.30 FEET, MORE OR LESS, TO THE SOUTHERLY LINE OF
SAID LOT 10; THENCE EASTERLY ALONG THE SOUTHERLY LINES OF SAID LOTS 9
AND 10 TO THE SOUTHWESTERLY CORNER OF THE LAND DESCRIBED IN SAID
DEED RECORDED IN BOOK 2250 PAGE 180 OF DEEDS, THENCE ALONG THE
WESTERLY LINE OF THE LAND DESCRIBED IN SAID LAST MENTIONED DEED,
NORTH 4° 16° BAST 995.20 FEET MORE OR LESS TO THE POINT OF BEGINNING.
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"EXCEPT FROM SAID LAND, TIE SOUTHEASTERLY 230.00 FEET THENCE,
MEASURED AT RIGHT ANGLES FROM THE SOUTHERLY LINE, AS CONVEYED TO
STATE OF CALIFORNIA BY DEED RECORDED MAY 11, 1959 AS INSTRUMENT NO,
1320, IN BOOK D462 PAGE 243 OFFICIAL RECORDS.

ALSO EXCEPT THEREFROM ONB-HALF OF ALL OLL, GAS, MINERALS AND OTHER
IIYDROCARBON SUBSTANCES AS RESERVED BY GIACOMO DOTTA AND MARY J.
DOTTA, HUSBAND AND WIFE, AS TENANT $ IN COMMON, IN DEED RECORDED
NOVEMBER 1,1955 IN BOOK. 49402 PAGE 336, OFFICIAL RECORDS.

PARCEL 4: (APN: 8264-013-006, 907, 908 & 8264-012-923)

PARCEL 4A:

PORTIONS OF PARCELS 17, 18 AND 19 IN THE CITY OF INDUSTRY, COUNTY OF LOS
ANGELES, STATE OF CALIFORNIA AS SHOWN ON PARCEL MAP NO. 234, FILED IN
BOOK 188 PAGES 74 THROUGH 77 INCLUSIVE OF PARCEL MAPS AS CORRECTED
BY CERTIFICATE OF CORRECTIONS, RECORDED FEBRUARY 19, 1992 AS
INSTRUMENT NO. 92-273690 IN THE OFFICE OF THE COUNTY RECORDER OF SAID

COUNTY.

EXCEPT THEREFROM THAT PORTION CONYEYED TO SUBARU OF AMERICA, INC,,
A NEW JERSEY CORPORATION, IN DEED RECORDED JUNE 29, 2007 AS
INSTRUMENT NO. 20071568051 OF OFFICIAL RECORDS.

EXCEPT FROM SAID PARCELS 17, 18, 19 AND 20 FIFTY PERCENT (50%) OF ALL OIL
OR BY-PRODUCTS THEREFROM WHICH MAY BE PRODUCED FROM SAID
PROPERTY, AS RESERVED BY JOHN L. FLEMING IN THE AGREEMENT TO CONVEY,
RECORDED DECEMBER 9, 1948 AS INSTRUMENT NO. 1594 IN BOOK 28910 PAGE 285
OF SATD OFFICIAL RECORDS, AS RESERVED BY JOHN L. FLEMING, ALSO KNOWN
AS J.L. FLEMING IN DEED RECORDED SEPTEMBER 15, 1953 AS INSTRUMENT NO.
751 IN BOOK. 42683 PAGE 163 OF OFFICIAL RECORDS.

PARCEL 4B8:

THOSE PORTIONS OF PARCELS 17 AND 19 OF RECORD OF PARCEL MAP NO. 234, IN
THE CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS
SHOWN ON MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF
PARCEL MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY,

DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP No.
234, SAID POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF GALE
AVENUE, 62,00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE, NORTH 81"

" 31’ 24” WEST, 93,00 FEET TO THE TRUE POINT OF BEGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 317 24” WEST, 373.00
FEET; THENCE LEAVING SAID NORTHERLY LINE, NORTH 08° 28” 36” BEAST, 421.93

. FRET TO ITS INTERSECTION WITH ANON TANGENT CURVE CONCAVE
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NORTHERLY AND HAVING A RADIUS OF 5809.60 FEET, SAID CURVE IS
CONCENTRIC WITH AND 80.00 FEET SOUTHERLY AS MEASURED RADIALLY FROM
THE CENTERLINE OF THE 100-FOOT WIDE RIGHT-OF-WAY OF THE UNION PACIFIC
RAILROAD RIGHT-OF- WAY, FORMERLY THE LOS ANGELES AND SALT LAKE
RAILROAD, A RADIAL LINE THROUGH SAID INTERSECTION BEARS SOUTH 14° 24’
15* WEST; THENCE EASTERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 03° 01" 32 AN ARC DISTANCE OF 306.78 FEET TO THE BEGINNING OF A
REVERSE CURVE CONCAVE SOUTHWHSTERLY AND HAVING A RADIUS OF 133.50
FEET, A RADIAL LINE THROUGH SAID POINT BEARS NORTH 11° 227 43" EAST;

* THENCE SOUTHERASTERLY ALONG SATD CURVE, THROUGH A CENTRAL ANGLE OF
279 23" 33", AN ARC DISTANCE OF 63.83 FEET TO ITS INTERSECTION WITH A NON
TANGENT CURVE CONCAVE NORTHEASTERLY AND HAVING A RADIUS OF 50.00
FEET, A RADIAL LINE THROUGII SAID POINT BEARS NORTH 74° 04” 05” WEST;
THENCE SOUTHRASTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF
38° 18’ 067, AN ARC DISTANCE OF 33.42 FEET; THENCE TANGENT TO THE LAST _
MENTIONED CURVE, SOUTH 22° 22’ 11” BEAST, 50.00 FEET TO THE BEGINNING OF A
TANGENT CURVE CONCAVE WESTERLY AND HAVING A RADIUS OF 94.00 FEET;
THENCE SOUTHERLY ALONG SAID CURVE, THROUGH A CENTRAX, ANGLE OF 30°
50" 477, AN ARC DISTANCE OF 50.61 FEET; THENCE TANGENT TO THE LAST
MENTIONED CTURVE, SOUTH 08° 28° 36” WEST, 218.01 FEET TO THE BEGINNING OF
A TANGENT CURVE CONCAVEH NORTHWESTERLY AND HAVING A RADIUS OF
19.00 FERT: THENCE SOUTHWESTERLY ALONG SAID CURVE, THROUGH A
CENTRAL ANGLE OF 90° 00 00, AN ARC DISTANCE OF 61.26 FEET TO THE TRUE

POINT OF BEGINNING.

EXCEPT FROM SAID PARCELS 17, 18, 19 AND 20 FIFTY PERCENT (50%) OF ALL OIL
OR BY-PRODUCTS THEREFROM WHICH MAY BE PRODUCED FROM SAID
PROPERTY, AS RESERVED BY JOHN L. FLEMING IN THE AGREEMENT TO CONVEY,
RECORDED DECEMBER 9, 1948 AS INSTRUMENT NO. 1594 IN BQOK 28910 PAGE 285

OF SAID OFFICTAL RECORDS, AS RESERVED BY JOHN L. FLEMING, ALSO KNOWN
AS J.L. FLEMING IN DEED RECORDED SEPTEMBER 15, 1953 AS INSTRUMENT NO,
751 TN BOOK 42683 PAGE 163 OF OFFICIAL RECORDS.

PARCFL, 5: (APN 8264-012-38)

PARCEL 1, IN THE CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF
CALIFORNIA, AS SHOWN ON “EXHIBIT B” OF THAT CERTAIN “MINOR LOT LINE
ADJUSTMENT NO. 627, WHICH RECORDED MAY 13, 2005 AS INSTRUMENT NOC. 05-
1141417 OF OFFICIAL RECORDS. _

PARCEL 6:

THOSE PORTIONS OF PARCELS 18, 20 AND 21 OF RECORD OF PARCEL MAP NO. 234,
IN THE CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA,
AS SHOWN ON MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE,
OF PARCEL MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY,

DESCRIBED AS FOLLOWS:
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BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP
NO. 234, SATD POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF
GALE AVENUE, 62,00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE,
NORTLI 81° 317 24” WEST, 906,24 FEET TC THE TRUE POINT OF BEGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 31° 24" WEST, 417.17
FEET; THENCE LEAVING SAID NORTHERLY LINE, NORTH 04° 05° 41” BAST, 622.04
FEET TO ITS INTERSECTION WITH THE SOUTHERLY LINE OF THE UNION PACIFIC
RAILROAD RIGHT-OF-WAY, 100.00 FEET WIDE, FORMERLY LOS ANGELES AND
SALT LAKE RAILROAD, SAID POINT OF INTERSECTION ALSO BEING IN A NON
TANGENT CURVE CONCAVE NORTHERLY AND HAVING A RADIUS OF 5779.60
FRET, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 23° 347 09" WEST;
THENCE SOUTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF
05° 217 30", AN ARC DISTANCE OF 540.52 FEET; THENCE LEAVING THE SOUTHERLY
LINE OF SAID UNION PACIFIC RATLROAD, SOUTH pg° 28’ 36" WEST, 368.75 FEET TO
THE BEGINNING OF A NON TANGENT CURVE CONCAVE SOUTHEASTERLY AND
HAVING A RADIUS OF 46.00 FEET, A RADIAL LINE THROUGH SAID POINT BEARS
NORTH 31° 30" 45” EAST; THENCE SOUTHWESTERLY AND SOUTHEASTERLY
ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 146° 54’ 21”, AN ARC
DISTANCE OF 120.35 FEET TO THE BEGINNING OF A REVERSE CURVE CONCAVE
SOUTHWESTERLY AND HAVING A RADIUS OF 44.00 FEET, A RADIAT, LINE
THROUGH SAID POINT BEARS NORTH 61° 36” 24” EAST; THENCE SOUTHEASTERLY
ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 36° 527 127, AN ARC
DISTANCE OF 28.31 FEET; THENCE TANGENT TO THE LAST MENTIONED CURVE,
SOUTH 08° 28 36” WEST, 22.00 FEET TO THE BEGINNING OF A TANGENT CURVE
CONCAVE NORTHWESTERLY AND HAVING A RADIUS OF 17.00 FEET; THENCE
SOUTHWESTERLY ALONG SAID CURVE, THROUGIL A CENTRAL ANGLE OF 90° 00°
00”, AN ARC DISTANCE OF 26.70 FEET TO THE TRUE POINT OF BEGINNING.
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Exhibit C
LEGAL DESCRIPTION OF VEHICULAR ACCESS ARBA

BEING A PORTION OF PARCEL 17.0F RECORD OF PARCEL MAP No, 234, IN THE
CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS
SHOWN ON MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF
PARCEL MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY,
DESCRIBED AS FOLLOWS:

BEGINNING AT THE NORTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP
No. 234, SAID POINT OF BEGINNING BEING ON THE SOUTHERLY LINE OF THE
UNTON PACIFIC-RAILROAD RIGHT-OF-WAY, 100.00 FEET WIDE, FORMERLY THE
LOS ANGELES AND SALT LAKE RATLROAD, SAID INTERSECTION POINT ALSO
BEING IN A NON TANGENT CURVE CONCAVE NORTHERLY AND HAVING A
RADIUS OF 5779.60 FEET, A RADIAL LINE THROUGH SAID POINT BEARS SOUTH 09°
48’ 17" WEST; THENCE WESTERLY ALONG SAID SOUTHERLY LINE, THROUGH A
CENTRAL ANGLE OF 04° 37* 497, AN ARC DISTANCE OF 467.07 FEET TO THE TRUE
POINT OF BEGINNING; THENCE CONTINUING WESTERLY ALONG SAID
SOUTHERLY LINE, THROUGH A CENTRAL ANGLE OF 03° 46’ 337, AN ARC
DISTANCE OF 380,87 FEET, THENCE LEAVING SAID SOUTHERLY LINE, SOUTH

08¢ 28’ 36" WEST, 30.44 FEET TO ITS INTERSECTION WITH A NON TANGENT CURVE
CONCAVE NORTHERLY AND HAVING A RADIUS OF 5809.60 FEET, SAID CURVE
ALSO BEING CONCENTRIC WITH AND DISTANT 30.00 FEET SOUTHERLY FROM THE
SOUTHERLY LINE OF THE UNION PACIFIC RATLROAD, A RADIAL LINE THROUGH
SAID POINT BEARS SOUTH 18° 09’ 36” WEST; THENCE EASTBRLY ALONG SAID
CURVE, THROUGH A CENTRAL ANGLE OF 03° 45° 217, AN ARC DISTANCE OF 380,34
FEET; THENCE LEAVING SAID CURVE, NORTII 08° 28° 36” EAST, 30.16 FEET TO THE
TRUE POINT OF BEGINNING,
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EXHIBIT C
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ASSIGNMENT OF LEASE

This Assignment of Lease (“Assignment”) dated September 22, 2011 between Hifchcock
Commercial Properties, L.P., a California limited partnership (“Assignor”), and Puente [Tills
Mazda, LLC, a California limited liability company (“Assignee™), who agree as follows:

1. Regcitals, This Assipnment is made with reference to the following facts and
objectives:

a, Assignor as tenant entered into a written Lease dated October 20, 2010

(“the Lease™), in which the Industry Urban-Development Agency, a public body, corporate and
politic (the “Agency”) leased to Assignor the premises commonly known as 17723 Gale Avenue,
City of Industry, California as legally deseribed in Exhibit A attached hereto (hereinafier referred

fo as “Premises™).

b. The City of Industry, a municipal corporation, is the successor in interest
to the Agency as the “Landlord” under the Lease,

. Assignor desires to assign all of its right, title and interest in the Lease to
Assignee, and Assignee desires to accept all of Assignor’s right, title and interest in and to the
Lease upon the terms and conditions set forth in this Assignment.

2. Assignee Acceptance of Premises, Assignee acknowledges that Assignee has
made such investigation as it deems necessary to satisfy itself with respect to the condition of the
Premises and accepts the Premises in its current condition.

3. Effective Date of Assignment. This Assignment shall take effect upon the closing
(the “Closing™) of that certain Asset Purchase Agreement by and between Puente Hills
Automotive, a California corporation, and Sang Ho Lim dated July 23, 2011 (“Effective Date”)
and Assignor.shall give possession of the Premises to Assignee on that date, In the event the
Closing does not occur on or before September 30, 2011, this Assignment shall terminate and be

of no further force and effect,

4. Assignment and Assumption. Assignor hereby assigns and transfers to Assignee
all of its right, title, and interest in the Lease, including the options to extend the texm thereof
contained in Section 2.2 of the Lease and the option to purchase the premises contained in
Article 22 of the Lease, and Assignee accepts the assigniment and assumes and agrees to perform,
from the Effective Date of this Assignment, all of the terms, provisions and obligations of the
tenant under the Lease. Assignor represents and warrants to Assignee that the Lease is in full
force and effect, has not been modified, and that no default exists on the part of any party to the

Lease,

5. [andlord’s Consent. This Assignment shall be of no force or effect unless and
until Landlord executes the attached Landlord’s Consent to Assignment and Release of Assignor.

o, Assignor Representations. Assignor represents and warrants to Assignee that
Assignor is the owner of the entire leasehold estate under the Lease, free and clear of all liens,
encumbrances, and adverse claims,
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7. Assignee/Assignor Hold Harmless. Assignee shall indemnify, defend and hold
Assignor harmless from and against all damages, liabilities, losses, claims, expenses and
attorneys’ fees arising out of, involving, or in connection with all obligations of Assignee under
the Lease arising after the Effective Date of this Assignment, or the use or occupancy by
Assignee of the Premises arising after the Effective Date of this Assignment. Assignor shall
indemnify, defend and hold Assignee harless from and against all damages, liabilities, losses,
claims, expenses and attorneys’ fees arising out of, involving, or in connection with all
obligations of Assignor under the Lease arising prior to the Effective Date of this Assignment, or
the use or occupancy by Assignee of the Premises arising prior to the Effective Date of this
Assignment,

8. Miscellaneous.

a. Attorngys’ Fees. If any Party brings an action or proceeding to enforce the
terms hereof or declare rights hereunder, the Prevailing Party (as hereafter defined) in any such
proceeding, action or appeal thereon, shall be entitled to reasonable costs, attorney, accountant,
expert witness, and paralegal fees. Such fees may be awarded in the same suit or recovered in a
separate suit, whether or not such action or proceeding is pursued to decision or judgment. The
term “Prévailing Party” shall include, without limitation, a Party who substantiafly obtains or
defeats the relief sought, as the case may be, whether by compromise, settlement, judgment, or
the abandonment by the other of its claim or defense. The attorneys’ fee award shall not be
computed in accordance with any court fee schedule, but shall be such as to fully reimburse all
attorneys’ fees reasonably incurred. Such fees and costs shall also include any post-judgment
attorney fees and costs incurred in enforcing any judgment. If allowed by law at the time of {rial,
the partics waive trial by jury. This means that the trial will be held before a judge and not a

jury.

b. Notice. Any notice, demand, request, consent, approval, or
communication that either party desires or is required to give to the other party or any other
person shall be in writing and shall be given in the manner provided for in Paragraph 21,5 of the
T.ease and shall be addressed to Landlord and Assignor at the address set forth in Paragraph 21.5
of the Lease, Notice to Assignee shall be addressed to Assignee at the address for the Premises.
Any party may change ifs address by notifying the other party of the change of address.

c. Successors, This Assignment shall be binding on and inure to the parties
and their successors, ‘

d. No Prior or Other Agreements. This Assignment contains all agteements
between the parties with respect to any matter mentioned herein, and no other prior or
contemporaneous agteement or understanding shall be effective.

e. Counterparts. This Assignment may be executed in several counterparts,
each of which shall be deemed an original, and all of such counterparts together shall constitute

one and the same instrument.

[Signatures Follow on Next Page]
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N WITNESS WHEREOF, the parties have executed this Assignment as of the date set
forth below.

ASSIGNOR ASSIGNEE
Uitcheock Commercial Properties, LD, Puente Hills Mazda, LLC, a
a California limited partnership California limited lability company

By:  Hitchcock Commercial Properties, [ne.,  By:

a California Corporation, its general Name:
partnet Title: Managing Member
By:

Name: Frederick E. Hitchcock, Jr.
Title: President & Secretary
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LANDLORD CONSENT TO ASSIGNMENT AND RELEASE OF ASSIGNOR

Landlord hereby consents to the assignment of the Lease to Assignee, effective as of the
Effective Date, and agrees to recognize Assignee as the “Tenant” under the Lease from and after
the Bffective Date. Furthermore, Landlord hereby releases Assignor, its successors and assigns,
from any liability or obligation under the Lease accrujng after the Effective Date.

LANDLORD
City of Industry, a municipal corporation, as

successor in interest to the Industry Urban-
Development Agency, a public body, corporate and

politic
By: y S g
Namer“Kevin Radecki

Title: City Manager

ATTEST:

by AN

Jodli L. Scrivens, City Clerk
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EXHIBIT "A"
Legal Description of Land

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF PARCEL MAP No, 234, IN THE CITY
OF INDUSTRY, COUNTY OF [LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON
MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF PARCEL

MAPS, IN THE QFFICE OF THE COUNTY RECORDER OF SAID COUNTY, DESCRIBED

AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SATD PARCEL MAT No.
234, SAID POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF GALE
AVENUE, 62.00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE, NORTH 81°
31' 24" WEST, 466.00 FEET TO THE TRUE POINT OF BEGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 31' 24" WEST, 150.24 FEET
TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHERLY AND HAVING
A RADIUS OF 70.00 FEET; THENCE WESTERLY ALONG SAID CURVE, THROUGH A
CENTRAL ANGLE OF 16° 33' 42", AN ARC DISTANCE OF 20.23 FEET; THENCE
TANGENT TO THE LAST MENTIONED CURVE, NORTH 64° 57' 42" WEST, 22,45 FEET
TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHERLY AND HAVING
A RADIUS OF 65.00 FEET; THENCE WESTERLY ALONG SAID CURVE, THROUGH A
CENTRAL ANGLE OF 16° 33' 42", AN ARC DISTANCE OF 18.79 FEET; THENCE
TANGENT TO THE LAST MENTIONED CURVE, NORTH 81° 31' 24" WEST, 140,00 FEET
TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHEASTERLY AND
HAVING A RADIUS OF 17.00 FEET; THENCE NORTHWESTERLY ALONG SAID
CURVE, THROUGH A CENTRAL ANGLE OF 90° 00’ 00", AN ARC DISTANCE OF 26,70
FERT; THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 08° 28' 36"
EAST, 10.00 EEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
SOUTHEASTERLY AND HAVING A RADIUS OF 44.00 FEET; THENCE
NORTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 36° 52
12", AN ARC DISTANCE OF 28.31 FEET TO THE BEGINNING OF A REVERSE CURVE
CONCAVE SOUTHWESTERLY AND HAVING A RADIUS OF 46.00 FEET, A RADIAL
LINE THROUGH SAID POINT BEARS SOUTH 44° 39' 12" EAST; THENCE NORTHERLY
ALONG SAID CURVE, THIROUGH A CENTRAL ANGLE OF 1037 50 03", AN ARC
DISTANCE OF 83.36 FEET; THENCE NORTH 08° 28' 36" EAST, 368.75 FEET TO ITS
INTERSECTION WITH THE SOUTHERLY LINE OF THE UNION PACIFIC RAILROAD
RIGHT-OF-WAY, 100.00 FEET WIDE, FORMERLY LOS ANGELES AND SALT LAKF
RAILROAD, SAID POINT OF INTERSECTION ALSO BEING IN ANON TANGENT
CURVE CONCAVE NORTHERLY AND HAVING A RADIUS OF 5779.60 FEET, A
RADIAL LINE THROUGH SAID POINT BEARS SOUTH 18° 12' 39" WEST; THENCE
SOUTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 03° 46’
33" AN ARC DISTANCE OF 380.87 FEET, THENCE SOUTH 08° 28' 36" WEST, 452.09
FEET TO THE TRUE POINT OF BEGINNING.

EXCEPT THEREFROM FIFTY PERCENT (50%) OF ALL OIL OR BY-PRODUCTS
THEREFROM WHICH MAY BE PRODUCED FROM SAID PROPERTY, AS RESERVED
BY JOHN .. FLEMING IN THE AGREEMENT TO CONVEY, RECORDED DECEMBER. 9,
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1948 AS INSTRUMENT NO. 1594, IN BOOK 28910 PAGE 285 OF SAID OFFICIAL
RECORDS, AND AS RESERVED BY JOHN L. FLEMING, ALSO KNOWN AS I.L.
FLEMING, IN DEED RECORDED SEPTEMBER 15, 1953 AS INSTRUMENT NO. 751, IN

BOOK 42683 PAGE 163 OF SAID OFFICIAL RECORDS,
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EXHIBIT D
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ASSIGNMENT OF LEASE

This Assignment of Lease (“Assignment”) dated June 1, 2015 between Puente Hills
Automotive, LLC, a California limited liability company (“Assignor”) and Prente Hills
Automotive Services, Ine, (“Assignee”™), who agree as follows:

1. Recitals. This Assignment is made with reference to the following facts and
objectives:

a. Assignor as tenant on September 22, 2011 took: assignment of a written
Lease dated Qctober 20, 2010 (“the Lease”), in which the Industry Urban-Development Agency,
a public body, corporate and politic (the “Agency”) leased the premises conumonly known as
17723 Gale Avenue, City of Industry, California as legelly described in Exhibit A attached
hereto (hercinafter referred to as “Premises™). :

b. The Successor Agency to the Industry Urban-Development Agency, is the
successor-in-interest by operation of law to the Agency as the “Landlord” under the Lease,

- c, Assignor desires to assign afl of its right, title and interest in the Lease to
Assignee, and Assignee desires to accept all of Assignor’s right, title and interest in and to the
Lease upon the terms and conditions set forth in this Assignment.

2, Assionee Acceptance of Premises. Assignee acknowledges that Assignee has
made such investigation as it deems necessary to satisfy itself with respect to the condition of the
Premises and accepts the Premises in its current condition.

3. Effective Date of Assignment. This Assignment shall take effect upon the closing
(the “Closing”) of that certain Dealership Asset Purchase Agreement (“DAPA”) dated April 1,
2015 by and between Puente Hills Automotive, LLC and Puente Hills Automotive Services, Inc,
(as assignee of New Age Investments, Inc.) (“Effective Date™) and Assignor shall give
possesston, of the Premises to Assignee on that date. In the event the Closing does not occur on
or before Tuly 1, 2015, this Assignment shall terminate and be of no further force and effect.

4, Assignment and Assumption. Assignor hereby assigns and fransfers to Assignee
all of its right, title, and interest in the Lease, including the options to extend the term thereof
contained in Section 2.2 of the Lease and the option to purchase the premises contained in
Article 22 of the Lease, and Assignee accepts the agsignment and assumes and agrees to perform,
from the Effective Date of this Assignment, all of the terms, provisions and obligations of the
tenant under the Lease. Assignot represents and warrants to Assignee that the Lease is in full
force and effect, has not been modified, and that no default exists on the part of any party to the

Lease.

5. Landlord’s Consent. This Assignment shall be of no force or effect unless and
until Landlord executes the attached Landloxd’s Consent to Assignment and Release of Assignor.

6. Assignor Representations. Assignor represents and warrants to Assignee that
Assignor is the owner of the entire leasehold estate under the Lease, free and clear of all liens,

encumbrances, and adverse claims.

-
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7. Assionee/Assignor Hold Harmless. Assignee shall indemnify, defend and bold
Assignor harmless from and against all damages, liabilities, losses, claims, expenses and
attorneys’ fees arising out of, involving, or in connection with all obligations of Assignee under
the Tease arising after the Effective Date of this Assignment, or the use of occupancy by
Assignee of the Premises arising, after the Effective Date of this Assignment. Assignor shal
indemnify, defend and hold Assignee harmless from and, against all damages, [iabilities, losses,
claims, expenses and attorneys’ fees arising out of, involving, or in comnection with all
obligations of Assignor under the Lease arising prior to the Effective Date of this Assignment, or
the use or occupancy by Assignee of the Premises arising prior to the Bffective Date of this

Assignment.

3. Migcellaneous.

a, Attorneys’ Fees. If any Party brings an action or proceeding to enforce the
terms hereof or declare rights hereunder, the Prevailing Party (as hereafter defined) in any such
proceeding, action or appeal thereon, shall be entitled to reasonable costs, atiorney, accountant,
expert witness, and paralegal fees. Such fees may be awarded in the same suit or recovered ina
separate suit, whether or not such action or proceeding is pursued to decision or judgment. The
term “Prevailing Party” shall include, without limitation, a Party who substantially obtains or
defeats the relief sought, as the case may be, whether by compromise, settlement, judgment, or
(he abandonment by the other of its claim or defense. The attorneys® fee award shall not be
cosaputed in aceordance with any court fee schedule, but shall be such as to fully reimburse all
attorneys® fees reasonably incurred. Such fees and costs shall also include any post judgment
attorney fees and costs incutred in enforcing any judgment. If allowed by law at the time of trial,
the parties waive trial by jury. This means that the trial will be held before a judge, and not a

jury.

b. Notice. Any notice, demand, request, consent, approval, or cormunication
that either party desires or is required to give to the other party ot any other person shall be in
writing and shall be given in the manner provided for in Paragraph 21.5 of the Lease and shal! be
addressed to Landiord at the address set forth in Paragraph 21.5 of the Lease. Notice to Assignot
and Assignes shall be addressed as provided for in Section 16.7 of the DAPA. Any party may

change its address by notifying the other party of the change of address.

C. Successors. This Assignment shall be binding on and inure to the parties
and their successors.
d. No Prior or Other Agreements, This Assignment contains all agreements

between the parties with respect to any matter mentioned herein, and no other prior or
contemporaneous agreement or understanding shall be effective.

e. Counterparts. This Assignment may be exccuted in several counterparts,
each of which shall be deemed an original, and all of such counterparts together shall constitute

one and {he same instrument.

[Signatures Follow on Next Page]
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N WITNESS WHEREOF, the parties have executed this Assignment a8 of the date set
forth above. .

ASSIGNOR ASSIGNEE

Puente Hitls Auwtomotive, LLC,a Puente Hilly/Ador L Services, [ne., &
California forpblia

Caltfornia limited lability cosup

a ~

By

Nalﬁg:w
= Name: Davidl Marvin

Tifle: Managing Membet Title: President
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LANDLORD CONSENT TO ASSIGNMENT AND RELEASE OF ASSIGNOR

Landlord hereby consents to the assignment of the Lease to Assignee, effective as of the
Fffective Date, and agrees to recoguize Assignee as the “Tenant” under the Lease from and after
the Effective Date. Furthermore, Landlord hereby releases Assignor, its successors and assigns,
from any Hability or abligation under the Lease accruing after the Effective Date.

Diane M. Schlichting
Assistant Secretary

tnot 1 anatit 224na%wml don

LANDLORD

Successor Agency to the Industry Urban-
Development Agency, as successor-in-interest by
operation of law to the Industry Urban-
Development Agency, a public body, corporate and

Name:__Tim Spohn
Title: Chairman

politic
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EXHIBIT A
Legal Description of Land

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF PARCEL MAP No, 234, IN THE CITY
OF INDUSTRY, COUNTY OF LOS ANGELLES, STATE OF CALIFORNIA, AS SHOWN ON
MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF PARCEL
MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY, DESCRIBED

AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SATD PARCEL MAP No,
234, SATD POINT OF BEGINNING ALSO BRING ON THE NORTHERLY LINE OF GALE
AVENUE, 62.00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE, NORTH 81°
31° 24” WEST, 466,00 FEET TO THE TRUE POINT OF BEGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 317 24" WEST, 150.24
FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHERLY AND
HAVING A RADIUS OF 70.00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33’ 427, AN ARC DISTANCE OF 20.23 FEET;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 64° 57’ 42 WEST,
29.45 FRET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHERLY
AND HAVING A RADIUS OF 65.00 FEET; THENCE WESTERLY ALONG SAID CURVE,
THROUGH A CENTRAL ANGLE OF 16° 33’ 42, AN ARC DISTANCE OF 18.79 FEET;
THENCE TANGENT TO THE LAST MENTIONED CURVE, NORTH 81° 31° 24” WEST,
140.00 FEET TO THE BEGINNING OF A TAN GENT CURVE CONCAVE
NORTHEASTERLY AND HAVING A RADIUS OF 17.00 FEET; THENCE
NORTHWESTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 50° 00°
00”, AN ARC DISTANCE OF 26.70 FEET; THENCE TANGENT TO THE LAST
MENTIONED CURVE, NORTH 08° 28° 36” BEAST, 10,00 FEET TO THE BEGINNING OF A
TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A RADIUS OF 44.00
FEET; THENCE NORTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 36° 52° 12*, AN ARC DISTANCE OF 28,31 FEET TO THE BEGINNING OF A
REVERSE CURVE CONCAVE SOUTHW ESTERLY AND HAVING A RADIUS OF 46.00
FEET, A RADIAL LINE THROUGH GATD POINT BEARS SOUTH 44° 39’ 127 BEAST;
THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 103°
507 03, AN ARC DISTANCE OF 93.36 FEET; THENCE NORTH 08° 28" 36” EAST, 368.75
FERT TO ITS INTERSECTION WITH THE SOUTHERLY LINE OF THE UNION PACIFIC
RAILROAD RIGHT-OF-WAY, 100.00 FERT WIDE, FORMERLY LOS ANGELES AND
SALT LAKE RAILROAD, SAID POINT OF INTERSECTION ALSO BEING IN ANON
TANGENT CURVE CONCAVE NORTHERLY AND HAVING A RADIUS OF 5779.60
FEET, A RADJIAL LINE THROUGH SAID POINT BEARS SOUTH 18° 127 397 WEST;
THRENCE SOUTHEASTERLY ALONG SATD CURVE, THROUGH A CENTRAT ANGLE OF
03° 46 337, AN ARC DISTANCE OF 180.87 FEET; THENCE SOUTH 08° 28” 36” WEST,
452.09 FEET TO THE TRUE POINT OF BEGINNING.

EXCEPT THEREFROM FIFTY PERCENT (50%) OF ALL OIL OR RY-PRODUCTS
THEREFROM WHICH MAY BE PRODUCED FROM SAID PROPERTY, AS RESERVED
BY JOLN L. FLEMING IN THE AGREEMENT TO CONVEY, RECORDED DECEMBER 9,
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1948 AS INSTRUMENT NO. 1594, IN

RECORDS, AND AS RESERVED BY JOINL. FLE
FLEMING, IN DEED RECORDED SEPTEMBER 15,

BOOK 28910 PAGE 285 OF SAID OFFICIAL

MING, ALSO KNOWN AS LL.
1953 AS INSTRUMENT NO. 751, IN

BOOK 42683 PAGE 163 OF SAID OFFICIAL RECORDS.
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EXHIBIT E

FORM OF GRANT DEED

RECORDING REQUESTED BY:
FIRST AMERICAN TITLE INSURANCE COMPANY
AND WHEN RECORDED RETURN TO:

Successor Agency to the

Industry Urban-Development Agency
15625 East Stafford Street, Suite 100
City of Industry, California 91744
Attention: Diane Schlichting

[The undersigned declares that this Grant Deed is exempt from Recording Fees pursuant 1o
California Government Code Section 27383]

GRANT DEED

Documentary Transfer Tax: $

THE UNDERSIGNED GRANTOR DECLARES:

FOR VALUABLE CONSIDERATION, the receipt of which is hereby acknowledged,
the SUCCESSOR AGENCY TO THE INDUSTRY URBAN-DEVELOPMENT AGENCY
(the “Grantor”), hereby grants to PUENTE HILLS AUTOMOTIVE SERVICES, INC,, a
California corporation (the “Grantee”), that certain real property described in Exhibit A attached
hereto (the “Site”) and incorporated herein by this reference, together with all of Grantor’s right
title and interest in and to all easements, privileges and rights appurtenant to the Site.

This Grant Deed of the Site is subject to the provisions of a Purchase and Sale Agreement
and Escrow Instructions 17723 Gale Avenue, City of Industry (the “Agreement™) entered into
by and between the Grantor and Grantee dated as of , 2016, the terms of
which are incorporated herein by reference. A copy of the Agreement is available for public
inspection at the offices of the Grantor located at 15625 East Stafford Street, Suite 100, City of
Industry, California 91744. The Site is conveyed further subject to all easements, rights of way,
covenants, conditions, restrictions, reservations and all other matters of record, and the following
conditions, covenants and agreements.

1. The Site as described in Exhibit A is conveyed subject to the condition that the
Grantee covenants and agrees for itself, and its successors and its assigns, that the Grantee, such
successors, and such assignees shall use the Site, and every part thereof, only for the construction
of certain improvements thereon as described in the Agreement and thereafter for any use
allowed under applicable law. The Grantor shall have the right to assign all of its rights and
benefits hereunder to the City of Industry, California (“City”).
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2, The Site is conveyed subject to the condition that:

(a) The Grantee covenants and agrees for itself, its successors and assigns,
and every successor in interest to the Site, that after completion of the Project (as defined in the
Agreement), the Grantee and the Grantee’s transferees, successors and assigns, shall maintain the
Site and the Project (including landscaping) in a commercially reasonable condition and repair
for a period of fifteen (15) years, and following construction of certain improvements thereon
shall use the Site for any such uses as are allowed under applicable law.

(b) The Grantee covenants by and for himsel{ or herself, his or her heirs,
executors, administrators and assigns, and all persons claiming under or through them, that there
shall be no discrimination against or segregation of, any person or group of persons on account
of any basis listed in subdivision (a} or (d) of Section 12955 of the California Government Code,
as those bases are defined in Sections 12926, 12926.1, subdivision (m} and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the California Government Code, in
the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the premises herein
conveyed, nor shall the Grantee himself or herself, or any person claiming under or through him
or her, establish or permit any 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 premises herein conveyed.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d} of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (o) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.

3. All deeds, leases or contracts entered into with respect to the Property shall
contain or be subject to substantially the foilowing nondiscrimination/nonsegregation clauses:

(a) In deeds: “The Grantee herein covenants by and for himself or herself, his
or her heirs, execufors, administrators and assigns, and all persons claiming under or through
them, that there shall be no discrimination against or segregation of, any person or group of
persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Government Code, in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of
the premises herein conveyed, nor shall the Grantee himself or herself, or any person claiming
under or through him or her, establish or permit any 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 premises herein conveyed. The foregoing
covenants shall run with the land.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
E-2 :




Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

(b} In feases: “The lessee herein covenants by and for himself or herself, his
or her heirs, executors, administrators and assigns, and alt persons claiming under or through him
or her, and this lease is made and accepted upon and subject fo the following conditions: That
there shall be no discrimination against or segregation of any person or group of persons, on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Govermnment Code, in the leasing, subleasing, transferring, use or occupancy, tenure or
enjoyment of the premises herein leased nor shall the lessee himself or herself, or any person
claiming under or through him or her, 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 premises herein leased.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (1), (o) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

(c) In confracts: “The contracting party or parties hereby covenant by and for
himsel{ or herself and their respective successors and assigns, that there shall be no
discrimination against or segregation of any person or group of persons, on account of any basis
listed in subdivision (a) or (d) of Section 12955 of the California Government Code, as those
bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision
(p) of Section 12955, and Section 12955.2 of the California Government Code, in the sale, lease,
sublease, transfer, use, occupancy, tenure or enjoyment of the premises, nor shall the contracting
party or parties, any subcontracting party or parties, or their respective assigns or transferees,
establish or permit any such practice or practices of discrimination or segregation.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.” '
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4. All covenants and agreements contained in this Grant Deed shall run with the land
and shall be binding for the benefit of Grantor and its successors and assigns and such covenants
shall run in favor of the Grantor and for the entire period during which the covenants shall be in
force and effect as provided in the Agreement, without regard to whether the Grantor is or
remains an owner of any land or interest therein to which such covenants relate. The Grantor, in
the event of any breach of any such covenants, shall have the right to exercise all of the rights
and remedies provided herein or otherwise available, and to maintain any actions at law or suits
in equity or other property proceedings to enforce the curing of such breach. The covenants
contained in this Grant Deed shall be for the benefit of and shall be enforceable only by the
Grantor and its successors and assigns.

5. The covenants contained in Paragraphs 2 and 3 of this Grant Deed shall remain in
effect in perpetuity except as otherwise expressly set forth therein.

6. This Grant Deed may be executed simultaneously in one or more counterpatts,
each of which shall be deemed an original, but all of which together shall constitute one and the
same instrument. ' '

[Signatures appear on next page.|




IN WITNESS WHEREOF, Grantor and Grantee have caused this Grant Deed to be
executed and notarized as of this day of ,20 .

GRANTOR: SUCCESSOR AGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY

By:
Name:
Title:
ATTEST:
Diane Schlichting, Agency Secretary
GRANTEE: PUENTE HILLS AUTOMOTIVE SERVICES,
INC.
By:

David A, Matvin, President
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A Notary Public or other officer completing this certificate
verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document.

State of California )
County of Los Angeles )
On : , before me,

{insert name and title of the officer)

Notary Public, personally appeared \
who 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.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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Exhibit A
LEGAL DESCRIPTION

THE LAND REFERRED TO HEREIN IS SITUATED IN THE STATE OF CALIFORNIA,
COUNTY OF LOS ANGELES, DESCRIBED AS FOLLOWS:

THOSE PORTIONS OF PARCELS 17, 18 AND 19 OF PARCEL MAP NO. 234, IN THE
CITY OF INDUSTRY, COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS
SHOWN ON MAP RECORDED IN BOOK 188, PAGES 74 THROUGH 77, INCLUSIVE, OF
PARCEL MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY,
DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHWEST CORNER OF PARCEL 9, OF SAID PARCEL MAP
NO. 234, SAID POINT OF BEGINNING ALSO BEING ON THE NORTHERLY LINE OF
GALE AVENUE, 62.00 FOOT WIDE; THENCE ALONG SAID NORTHERLY LINE,
NORTH 81° 31' 24" WEST, 466,00 FEET TO THE TRUE POINT OF BEGINNING; THENCE
CONTINUING ALONG SAID NORTHERLY LINE, NORTH 81° 31' 24" WEST, 150.24 FEET
TO THE BEGINNING OF A TANGENT CURVE CONCAVE NORTHERLY AND HAVING
A RADIUS OF 70,00 FEET, THENCE WESTERLY ALONG SAID CURVE, THROUGH A
CENTRAL ANGLE OF 16°33'42", AN ARC DISTANCE OF 20,23 FEET; THENCE
TANGENT TO THE LAST MENTIONED CURVE, NORTH 64° 57' 42" WEST, 22.45 FEET
TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHERLY AND HAVING
A RADIUS OF 65.00 FEET; THENCE WESTERLY ALONG SAID CURVE, THROUGH A
CENTRAL ANGLE OF 16° 33'42" AN ARC DISTANCE OF 18.79 FEET TO A POINT OF
TANGENCY WITH A LINE PARALLEL WITH AND 12.00 FEET NORTHERLY AS
MEASURED AT RIGHT ANGLES FROM SAID NORTHERLY LINE; THENCE ALONG
SAID PARALLEL LINE, NORTH 81° 31' 24" WEST, 140,00 FEET TO THE BEGINNING OF
A TANGENT CURVE CONCAVE NORTHEASTERLY AND A RADIUS OF 17.00 FEET;
THENCE NORTHWESTERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE
OF 90° 00' 00", AN ARC DISTANCE OF 26.70 FEET; THENCE TANGENT TO THE LAST
MENTIONED CURVE, NORTH 08° 28' 36" EAST, 10.00 FEET TO THE BEGINNING OF A
TANGENT CURVE CONCAVE SOUTHEASTERLY AND HAVING A RADIUS OF 44.00
FEET;, THENCE NORTHEASTERLY ALONG SAID CURVE, THROUGH A CENTRAL
ANGLE OF 36° 52' 12", AN ARC DISTANCE OF 28.31 FEET TO THE BEGINNING OF
REVERSE CURVE CONCAVE SOUTHWESTERLY AND HAVING A RADIUS OF 46.00
FEET, A RADIAL LINE THROUGH SAID POINT BEARS SOUTII 44° 39" 12" EAST,
THENCE NORTHERLY ALONG SAID CURVE, THROUGH A CENTRAL ANGLE OF 103°
50' 03", AN ARC DISTANCE OF 83.36 FEET TO ITS INTERSECTION WITH A LINE
PARALLEL WITI AND 3.24 FEET WESTERLY OF THE EASTERLY LINE OF SAID
PARCEL 18; THENCE ALONG LAST SAID PARALLEL LINE AND ITS NORTHERLY
PROLONGATION NORTH 08° 28' 36" EAST, 368.75 FEET TO ITS INTERSECTION WITH
THE SOUTHERLY LINE OF THE UNION PACIFIC RAILROAD RIGHT-OF-WAY, 100,00
FEET WIDE, FORMERLY LOS ANGELES AND SALT LAKE RAILROAD, SAID POINT
OF INTERSECTION ALSO BEING IN A NON TANGENT CURVE CONCAVE
NORTHERLY AND HAVING A RADIUS OF FEET, A RADIAL LINE THROUGH SAID
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POINT BEARS SOUTH 18° 12' 39" WEST; THENCE SOUTHEASTERLY ALONG SAID
CURVE, THROUGH A CENTRAL ANGLE OF 03° 46' 33", AN ARC DISTANCE OF 380.88
FEET TO ITS INTERSECTION WITH THE NORTHERLY PROLONGATION OF THE
WESTERLY LINE OF THAT LAND DESCRIBED IN DEED TO SUBARU OF AMERICA
INC., RECORDED JUNE 29, 2007, AS INSTRUMENT N0.07-1568051 IN THE OFFICE OF
THE COUNTY RECORDER OF SAID COUNTY; THENCE ALONG SAID
PROLONGATION AND SAID WESTERLY LINE SOUTH 08° 28' 36" WEST, 452.10 FEET
TO THE TRUE POINT OF BEGINNING.

CONTAINING 174,980 SQUARE FEET (4.0170 ACRES) OF LAND, MORE OR LESS.

APN: 8264-013-916
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EXHIBIT F
LIST OF ENVIRONMENTAL REPORTS

Propetty Condition Sutvey Repott the Plaza at Puente Hills 18525-18271 Gale Avenue, City of
Industry, CA, prepared by Matk/Okubo Associates, Ltd. Dated October 10, 2000.

Final Envitonmental Site Assessment Plaza at Puente IHills 17525-18271 Gale Avenue, City of
Industry, CA, ptepared by Harding ESE dated October 19, 2000.

Phase 1 Environmental Site Assessment Plaza at Puente Hills, City of Industry, CA, prepared by
EEC Envitonmental Engineering & Contracting, Inc. dated November 21, 2003.

1




OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY

ITEM NO. 5.5




VARNER&BRANDT.

CLIENT MEMORANDUM

TO: OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY
FROM: VARNER & BRANDT LLP

SUBJECT: TRANSMITTAL OF AUGUST 2, 2016 OVERSIGHT BOARD MEETING AGENDA ITEM #5.5
DATE: JULY 26, 2016

The following memorandum provides the members of the Oversight Board (“Oversight
Board”) to the Successor Agency to the Industry Urban-Development Agency (“Successor
Agency™) with pertinent information in order for each Board Member to make an informed
decision on the matters before the Oversight Board.

Agpenda Item No.: 5.5

Subject: Approval of Purchase and Sale Agreement; Disposition of Property. Approval of
the Successor Agency’s execution of a purchase and sale agreement with Fox Luggage Inc., a
California corporation (the “Purchaser”).

Request by Successor Agency: Successor Agency requests that the Oversight Board approve the
execution of a purchase and sale agreement with the Purchaser concerning the sale and disposition
of certain real property located at 125 North Orange Avenue, City of Industry (the “Property”) and
identified as Asset No. 17 in the Successor Agency’s approved long-range property management
plan (“LRPMP”).

Legislative Authority of the Oversight Board.

1. California Health and Safety Code Section 34177(e): The Successor Agency must dispose
of assets and properties of the former redevelopment agency as directed by the Oversight
Board; provided, however that the Oversight Board may direct the Successor Agency to
transfer ownership of certain assets pursuant to Section 34181(a). The disposal of the
assets and properties is to be completed expeditiously and in a manner aimed at maximizing
value.

2: California Health and Safety Code Section 34177(h): The Successor Agency must
expeditiously wind down the affairs of the Former Agency in accordance with the direction
of the Oversight Board.

3. California Health and Safety Code Section 34181(a): The Oversight Board must direct the
Successor Agency to dispose of all assets and properties of the former redevelopment



agency; provided, however that the Oversight Board may instead direct the Successor
Agency to transfer ownership of those assets constructed and used for a governmental
purpose, such as roads, school buildings, parks, police and fire stations, libraries, parking
facilities and lots dedicated solely to public parking and local agency administrative
buildings, to the appropriate public jurisdiction pursuant to any existing agreements
relating to this construction or use of such an asset. The Successor Agency must dispose
of assets and property expeditiously and in a manner aimed at maximizing value.

4. California Health and Safety Code Section 34191.3: The disposition authority of the
Successor Agency and the Oversight Board under Sections 34177(e) and 34181(a),
respectively, is suspended, except as to transfers for governmental use, until the
Department of Finance has approved a long-range property management ‘plan, at which
point the long-range property management plan will govern the disposition and use of real
property assets of the former redevelopment agency.

Application: The Successor Agency must dispose of assets and properties of the former
redevelopment agency in accordance with the direction of the Oversight Board. (HSC Sections
34177(e), 34181(a).) Approval of the Successor Agency’s LRPMP occurred on February 21,
2014. The LRPMP identifies the Property as a “For Sale” property. Any disposition of property,
whether governmental purpose or otherwise, must be done expeditiously and in a manner aimed
at maximizing value. (HSC Sections 34177(e), 34181(a)}

The Property is identified as Property No. 17 on the LRPMP and consists of approximately 3.69
acres of unimproved land. The Property is located within a mixed-use area with mostly industrial
properties.

The Successor Agency originally retained Stephen G. White, MAT (“Appraiser”) to determine the
value of the Property. An appraisal was conducted on July 22, 2014 and a corresponding appraisal
report prepared by the Appraiser. A copy of the appraisal report was previously provided to each
member of the Oversight Board. The Appraiser determined the market value of the Property to be
within a range of $4,420,000 to 4,660,000.

Jim Rabe of Keyser Marston was provided with a copy of the appraisal report for review and
comment. Since the appraisal is over two years old, the Oversight Board members may consider
discussing and/or requesting an update from Successor Agency staff regarding whether there have
been any changes to the Property that may warrant an updated appraisal.

The Purchaser submitted an offer to acquire the Property for $5,000,000.00, which is greater than
the Appraiser’s determination of the fair market value. The Purchaser submitted an initial
$100,000 deposit with its bid for the Property. The proposed Purchase Agreement provides that
within 10 days of opening escrow an additional deposit of $400,000 is required, which deposit,
together with the initial deposit, shall be non-refundable upon expiration of the due diligence
period. The terms of the proposed agreement require the Purchaser to reimburse the Successor
Agency for the costs associated with the appraisal of the Property and the Successor Agency’s
legal fees, not to exceed $15,000.00. The sale of the Property is made on an “AS IS” basis and
includes a full release of claims and indemnity naming the Successor Agency and the Oversight




Board. The Purchaser is also required to construct an 80,500 square foot industrial building on the
Property within a certain period of time set forth in the agreement. In the event the Purchaser fails
to construct the building within the required time, the City of Industry will have the right
repurchase and take possession of the Property.




RESOLUTION NO. OB 2016-19

A RESOLUTION OF THE OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER
REDEVELOPMENT AGENCY OF THE CITY OF
INDUSTRY, APPROVING AND AUTHORIZING THE
EXECUTION OF A PURCHASE AND SALE AGREEMENT
FOR THE SALE AND DISPOSITION OF CERTAIN REAL
PROPERTY LOCATED AT 125 NORTH ORANGE AVENUE,
CITY OF INDUSTRY, CALIFORNIA

WHEREAS, the Successor Agency to the Industry Urban-Development Agency was
formed in accordance with California Health and Safety Code Section 34173 (“Successor
Agency™); and

WHEREAS, the Oversight Board (“Oversight Board™) of the Successor Agency was
established pursuant to California Health and Safety Code Section 34179; and

WHEREAS, the Successor Agency must dispose of assets and properties of the former
redevelopment agency as directed by the Oversight Board pursuant to California Health and Safety
Code Section 34177(e); and

WHEREAS, the Oversight Board must direct the Successor Agency to dispose of all assets
and properties of the former redevelopment agency pursuant to California Health and Safety Code
Section 34181(a); and

WHEREAS, the Successor Agency is not permitted to dispose of any real property assets of
the former redevelopment agency, except governmental use assets, until the Department of Finance
(“DOF™) approves the Successor Agency’s long-range property management plan (“LRPMP”)
pursuant to California Health and Safety Code Section 34191.3; and

WHEREAS, on February 21, 2014, the DOF issued an approval notice approving the
Successor Agency’s LRPMP (“Determination Letter”); and

WHEREAS, upon receiving DOF approval of the LRPMP, the LRPMP governs and
supersedes all other provisions relating to the disposition and use of real property assets of the
former redevelopment agency pursuant to California Health and Safety Code Section 34191.3; and

WHEREAS, the Successor Agency owns certain real property located at 125 North
Orange Avenue, City of Industry, which property is identified on the LRPMP as Property No. 17
as a “for sale” property (the “Property™); and

WHEREAS, the Successor Agency intends to sell the Property to Fox Luggage, Inc. a
California corporation (“Purchaser™) for a purchase price of $5,000,000.00, which represents an
amount greater than the fair market value of the Property, as determined by an appraisal performed
by Stephen G. White, MAI on July 22, 2014, and




WHEREAS, the sale of the Property by Successor Agency to the Purchaser in accordance
with the terms of a purchase and sale agreement (the “Purchase Agreement”), a copy of which has
been made available to the Oversight Board for inspection and is attached hereto as Exhibit A; and

WHEREAS, the Oversight Board has determined that the approval of the sale and
disposition of the Property pursuant to the Purchase Agreement is consistent with the terms of the
approved LRPMP under Health and Safety Code Section 34181(a) and 34191.3, and is consistent
with the obligation of the Successor Agency to wind down the affairs of the former redevelopment
agency in accordance with California Health and Safety Code Section 34177(h); and

WHEREAS, California Health and Safety Code Section 34179(e) requires the Oversight
Board to adopt resolutions for any action taken by the Oversight Board.

NOW, THEREFORE, BE IT RESOLVED by the Oversight Board as follows:
Section 1. Approval of Purchase Agreement; Disposition of the Property. The

Oversight Board hereby approves the sale and disposition of the Property in accordance with the
terms of the approved LRPMP and the Purchase Agreement.

Section 2. Authorization of Successor Agency. Upon approval of this resolution
(“Resolution™) by the California Department of Finance, the Oversight Board authorizes and
directs the Executive Director and/or Assistant Secretary of the Successor Agency, jointly and
severally, to execcute and deliver the Purchase Agreement, in substantially the form made available
to the Oversight Board for inspection, and any and all other documents which they may deem
necessary or advisable in order to effectuate the approval of the Resolution.

Section 3. Delivery to the California Department of Finance. The Oversight Board
hereby authorizes and directs the Secretary of the Oversight Board to electronically deliver a copy
of this Resolution to the California Department of Finance in accordance with California Health
and Safety Code Section 34179(h).

Section 4. Qther Actions. The Oversight Board hereby authorizes and directs the
Chairman, Vice Chairman and/or Secretary of the Oversight Board, jointly and severally, to do
any and all things and to execute and deliver any and all documents which they may deem
necessary or advisable in order to effectuate the purposes of this Resolution, and such actions
previously taken by such officers are hereby ratified and confirmed.

Section 5, Effect. This Resolution shall take effect in accordance with California
Health and Safety Code Section 34179(h).




PASSED, APPROVED AND ADOPTED by the Oversight Board at a duly noticed
meeting of the Oversight Board held on August 2, 2016, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:
By:
Santos H. Kreimann, Chairman
Oversight Board of the Successor Agency to the
to the Industry Urban-Development Agency
ATTEST:

Diane M. Schlichting, Secretary
Oversight Board of the Successor Agency
to the Industry Urban-Development Agency




RESOLUTION NO. OB 2016-19
ATTACHMENT A
PURCHASE AGREEMENT
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PURCHASE AGREEMENT
[125 NORTH ORANGE AVENUE]

SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY,
a public body corporate and politic
“Agency”

FOX LUGGAGE INC,,
a California corporation
“Developer”

,2016
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PURCHASE AGREEMENT
[125 NORTH ORANGE AVENUEK]

THIS PURCHASE AGREEMENT [125 NORTH ORANGE AVENUE] (this
“Agreement”), dated as of , 2016 (the “Effective Date”) is entered into by
and between the SUCCESSOR AGENCY TO THE INDUSTRY URBAN-DEVELOPMENT
AGENCY, a public body corporate and politic (the “Agency”), and FOX LUGGAGE INC., a
California corporation (the “Developer”). The Agency and the Developer are hereinafter
sometimes individually referred to as a “party” and collectively referred to as the “parxties”.

RECITALS
This Agreement is entered into with reference to the following facts:

A. The Agency owns the fee interest in that certain real property located at 125 North
Orange Avenue, City of Industry, California, consisting of approximately 3.69 acres of vacant
land, as more particularly described in Exhibit “A” attached hereto and incorporated herein by
this reference (such real property is referred to herein as the “Property”).

B. The Developer wishes to acquire fee title to the Property from the Agency to
enable the Developer to construct the Tmprovements (as such term is defined in Section 1.1.19)
on the Property (the “Project”).

C. Development of the Project will assist in the elimination of blight, provide jobs,
and substantially improve the economic and physical conditions in the City, and is in the best
interests of the Agency and City, and the health, safety and welfare of the residents and taxpayers
of the City.

D. A material inducement to the Agency to enter into this Agreement is the
agreement by the Developer to rehabilitate the Project within a limited period of time, and the
Agency would be unwilling to enter into this Agreement in the absence of an enforceable
comtmitment by the Developer to develop the Project within such period of time.

NOW, THEREFORE, in reliance upon the foregoing Recitals, in consideration of the
mutual covenants in this Agreement and for other good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

1.1 Definitions. The following terms as used in this Agreement shall have the
meanings given unless expressly provided to the contrary:

1.1.1  Agency means the Successor Agency to the Industry Urban-Development
Agency. The principal office of the Agency is located at 15625 East Stafford Street, Suite 100,
City of Industry, California 91744.

1.1.2  Agreement means this Purchase Agreement.




1.1.3 Approved Exceptions is defined in Section 2.5.1.
1.1.4 Breach Notice is defined in Section 5.7.

1.1.5 Certificate of Completion means a certificate described in Section 3.7, to
be provided by the Agency to the Developer upon satisfactory completion of construction of the
Improvements.

1.1.6 Certificate of Occupancy means a final certificate of occupancy issued by
the City for all of the Improvements. '

1.1.7 City means the City of Industry, a municipal corporation, exercising
governmental functions and powers, and organized and existing under the laws of the State of
California. The principal office of the City is located at 15625 Bast Stafford Street, City of
Industry, California 91744,

1.1.8 Close of Escrow and Closing are defined in Section 2.3.2.
[.1.9 Commencement Date is defined in Section 3.1.1.

1.1.10 Completion Date is defined in Section 3.1.1.

1.1.11 Default is defined in Section 6.2.

1.1.12 Deposit is defined in Section 2.2.1.-

[.1.13 Developer means Fox Luggage Inc., a California Corporation. The
principal office of the Developer for purposes of this Agreement is 5353 East Slauson Avenue,
Commerce, California 90040 [Please Verify].

1.1.14 Escrow is defined in Section 2.3.1.

1.1.15 Escrow Holder means First American Title Insurance Company. The
principal office of the Escrow Holder for purposes of this Agreement is 18500 Von Karman
Avenue, Suite 600, Irvine, California 92612, Attention: Patty Beverly, Escrow Officer,
Telephone: (949) 885-2465, Fax: (877) 372-0260, Email: pbevetly@firstam.com.

1.1.16 Grant Deed is defined in Section 2.5.2.

1.1.17 Hazardous Materials means any chemical, material or substance now or
hereafter defined as or included in the definition of “hazardous substances,” “hazardous wastes,”
“hazardous materials,” “extremely hazardous waste,” “restricted hazardous waste,” “toxic
substances,” “pollutant or contaminant,” “imminently hazardous chemical substance or mixture,”
“hazardous air pollutant,” “toxic pollutant,” or words of similar import under any local, state or
federal law or under the regulations adopted or publications promulgated pursuant thereto
applicable to the Property, including, without limitation: the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, 42 U.8.C. § 9601, ef seq. (“CERCLA”); the
Iazardous Materials Transportation Act, as amended, 49 U.S.C. § 1801, ef seq.; the Federal

33 L{C 3% &¢

2-




Water Pollution Control Act, as amended, 33 U.S.C. § 1251, ef seq.; and the Resource
Conservation and Recovery Act of 1976, 42 U.S.C. § 6901, ef seq. The term “Hazardous
Materials” shall also include any of the following: any and all toxic or hazardous substances,
materials or wastes listed in the United States Department of Transportation Table (49 CFR
172.101) or by the Environmental Protection Agency as hazardous substances (40 CFR Part 302)
and in any and all amendments thereto in effect as of the date of the close of any escrow; oil,
petroleum, petroleum products (including, without limitation, crude oil or any fraction thereof),
natural gas, natural gas liquids, liquefied natural gas or synthetic gas usable for fuel, not
otherwise designated as a hazardous substance under CERCLA; any substance which is toxic,
explosive, corrosive, reactive, flammable, infectious or radioactive (including any source, special
nuclear or by-product material as defined at 42 U.S.C. § 2012, et seq.), carcinogenic, mutagenic,
or otherwise hazardous and is or becomes regulated by any governmental authority; asbestos in
any form; urea formaldehyde foam insulation; transformers or other equipment which contain
dielectric fluid containing levels of polychlorinated biphenyl’s; radon gas; or any other chemical,
material or substance (i) which poses a hazard to the Property, to adjacent properties, or to
persons on or about the Property, (if) which causes the Property to be in vielation of any of the
aforementioned laws or regulations, or (iii) the presence of which on or in the Property requires
investigation, reporting or remediation under any such laws or regulations.

1.1.18 Holder is defined in Section 4.2.2.
1.1.19 Improvements means the improvements described in Section 3.1.1.
1.1.20 Outside Date is defined in Section 2.3.2.

1.1.21 Oversight Board means the Oversight Board of the Successor Agency to
the Industry Urban-Development Agency.

1.1.22 Plans and Specifications means the plans and speéiﬂcations approved by
the City for construction of the Improvements.

1.1.23 Project is defined in Recital B.

1.1.24 Property is defined in Recital A.

1.1.25 Purchase Price is defined in Section 2.1.
1.1.26 Released Partics is defined in Section 2.7.

1.1.27 Schedule of Performance means the schedule attached hereto as |
Exhibit “B” and incorporated herein by this reference.

1.1.28 Title Company is defined in Section 2.5.3.
1.1.29 Title Policy is defined in Section 2.5.3.

1.1.30 Title Report is defined in Section 2.5.1.




1.1.31 Transaction Costs means all costs incurred by either party in entering into
this transaction and closing Escrow, including but not limited to escrow fees and costs, attorney’s
fees, staff time, appraisal costs, and costs of financial advisors and other consultants,

ARTICLE 2
PURCHASE AND SALE OF THE PROPERTY

2.1 Purchase and Sale, The Agency agrees to sell the Property to the Developer, and
the Developer agrees to purchase the Property from the Agency, for the sum of Five Miilion
Dollars ($5,000,000.00) (the “Purchase Price”). In addition, Developer shall reimburse the
Agency for the Agency’s costs of obtaining an appraisal of the Property and the Agency’s legal
costs in connection with this Agreement and the disposition of the Property under this
Agreement; such costs shall not exceed Fifteen Thousand Dollars ($15,000.00) (the “Disposition
Costs™), and will be paid by Developer to Agency at the Closing through the Escrow (as
hereinafter defined).

22  Payment of Purchase Price. The Purchase Price shall be payabie by Developer as
follows:

2.2.1 Deposit. The Agency acknowledges that Developer has submitted with its
bid One Hundred Thousand Dollars ($100,000.00). Within ten (10) days following the opening
of Escrow, Developer shall deposit with Escrow Holder a sum of Four Hundred Thousand
Dollars ($400,000.00), in the form of certified or bank cashier’s checks made payable to Escrow
Holder or by confirmed wire transfers of funds (collectively, the “Deposit™), so that the total
amount on deposit shall equal ten percent (10%) of the Purchase Price. The Deposit shall
become non-refundable upon expiration or waiver of Developer’s Due Diligence Period and
shall be applicable towards the cash required of Developer to close Escrow. Upon delivery to the
Escrow Holder, the Deposit shall be invested by Escrow Holder in an interest bearing account
acceptable to Developer and Agency with all interest accruing thereon to be credited to the
Purchase Price upon the Close of Escrow. Except as otherwise provided herein, the Deposit
shall be applicable in full towards the Purchase Price upon Closing.

222 Closing Funds. Prior to the Close of Escrow, Developer shall deposit or
cause to be deposited with Escrow Holder, by a certified or bank cashier’s check made payable
to Escrow Holder or by a confirmed federal wire transfer of funds, the balance of the Purchase
Price, plus the Disposition Costs, plus an amount equal to all other costs, expense and prorations
payable by Developer hereunder.

2.3 Escrow.

231 Opening of Escrow. Within five (5) business days after the parties” full
execution of this Agreement, the Developer and the Agency shall open an escrow (the
“Eserow”) with the Escrow Holder for the transfer of the Property to the Developer. The parties
shall deposit with the Escrow Holder a fully executed duplicate original of this Agreement,
which shall serve as the escrow instructions (which may be supplemented in writing by mutual
agreement of the parties) for the Escrow. The Escrow Holder is authorized to act under this
Agreement, and to carry out its duties as the Escrow Holder hereunder.,

A




2.32 Close of Escrow. “Close of Escrow” or “Closing” means the date Escrow
Holder causes the Grant Deed (as hereinafter defined) to be recorded in the Official Records of
the County of Los Angeles and delivers the Purchase Price and Disposition Costs (less any costs,
expenses and prorations payable by the Agency) to the Agency. Possession of the Property shall
be delivered to the Developer on the Close of Escrow, Close of Escrow shall occur within
fifteen (15) days after the end of the Due Diligence Period (the “Outside Date”) or this
Agreement shall automatically terminate; provided, however, the QOutside Date may be extended
upon written consent of the Developer and the Executive Director of the Agency, which consent
may be given or withheld in the exercise of their sole discretion. If the Closing does not occur
on or before the Outside Date due to a default by either party, then the defaulting party shall pay
all Escrow cancellation fees (and if the defaulting party is the Developer, then the Agency shall
be entitled to the Deposit under Section 6.3.1). If the Closing does not occur due to a
termination by Developer under Section 7.16(c), then Developer shall pay all Escrow
cancellation fees, and the Deposit shall be retained by the Agency, and all Disposition Costs to
date shall be paid by Developer to Agency. :

233 Delivery of Closing Documents.

(a) The Agency and Developer agree to deliver to Escrow Holder, at
least two (2) days prior to the Close of Escrow, the following instruments and documents, the
delivery of each of which shall be a condition precedent to the Close of Escrow:

(1) The Grant Deed, duly executed and acknowledged by the
Agency, conveying a fee simple interest in the Property to Developer;

(i1) The Agency’s affidavit as contemplated by California
Revenue and Taxation Code Section 18662;

(iii) A Certification of Non-Foreign Status signed by Agency in
accordance with Internal Revenue Code Section 1445; and

(iv)  Such proof of the Agency’s and Developer’s authority and
authorization to enter into this transaction as the Title Company may reasonably require in order
to issue the Title Policy.

The Agency and the Developer further agree to execute such reasonable and customary
additional documents, and such additional escrow instructions, as may be reasonably required to
close the transaction which is the subject of this Agreement pursuant to the terms hereof.

24  Conditions to Close of Escrow. The obligations of the Agency and Developer to
close the transaction which is the subject of this Agreement shall be subject to the satisfaction, or
waiver in writing by the party benefited thereby, of each of the following conditions:

2.4.1 Tor the benefit of the Agency, the Developer shall have deposited the
balance of the Purchase Price, together with such funds as are necessary to pay for costs,
expenses and prorations payable by Developer hereunder (including the Agency’s appraisal
costs).




2.472  TFor the benefit of the Agency, all actions and deliveries to be undertaken
or made by Developer on or prior to the Close of Escrow as set forth in the Schedule of
Performance shall have occurred, as reasonably determined by the Agency.

2.4.3  For the benefit of the Developer, all actions and deliveries to be
undertaken or made by the Agency on ot prior to the Close of Escrow shall have occurred, as
reasonably determined by the Developer.

2.4.4 TFor the benefit of the Agency, all Agency approvals required by the
Schedule of Performance to be obtained prior to the Close of Escrow shall have been so
obtained.

2.4.5 For the benefit of the Agency, the Developer shall have executed and
delivered to Escrow Holder all documents and funds required to be delivered to Escrow Holder
under the terms of this Agreement and the Developer shall otherwise have satisfactorily
complied with its obligations hereunder.

2.4.6 TFor the benefit of the Developer, the Agency shall have executed and
delivered to Escrow Holder all documents and funds required to be delivered to Escrow Holder
under the terms of this Agreement and the Agency shall otherwise have satisfactorily complied
with its obligations hereunder.

2.4.7 For the benefit of the Agency, the representations and warranties of the
Developer contained in this Agreement shall be true and correct in all material respects as of the
Close of Escrow.

2.4.8 For the benefit of the Developer, the representations and warranties of the
Agency contained in this Agreement shall be true and correct in all material respects as of the
Close of Escrow.

2.4.9 For the benefit of the Developer, Title Company shall be irrevocably
committed to issuing in favor of the Developer the Title Policy, in form and substance, and with
endorsements reasonably acceptable to the Developer, as provided in Section 2.5.3.

If all the foregoing conditions have not been met to the benefitted party’s sole satisfaction
or expressly waived in writing by the benefitted party on or before the respective dates set forth
therein, or if no date is set forth therein on the Outside Date, then this Agreement shall, at the
option of the benefitted party, become null and void, in which event, except as expressly set forth
in this Agreement, neither party shall have any further rights, duties or obligations hereunder.

2.5 Condition of Title; Title Insurance.

2.5.1 Developer acknowledges receipt of a preliminary title report prepared by
Escrow Holder for the Property (“Title Report”). Developer shall acquire the Property subject to
all exceptions described in the Title Report, together with all non-delinquent real property taxes
and assessments to be assessed against the Property (“Approved Exceptions”). At the Closing,
Seller shall deliver title to the Property to Developer subject only to the Approved Exceptions.
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2.5.2 Atthe Close of Escrow, the Developer shall receive title to the Property by
grant deed substantially in the form attached hereto as Exhibit “C” and incorporated herein by
this reference (the “Grant Deed”).

2.5.3 At Closing, the Developer shall receive a CLTA Owner’s Coverage Policy
of Title Insurance (the “Title Policy™), issued by First American Title Insurance Company
(“Title Company”) in the amount of the Purchase Price, insuring title to the Property in the
name of Developer, subject only to the Approved Exceptions and standard printed exclusions
from coverage of an CLTA standard title policy. The Developer may obtain an extended
coverage policy of title insurance at its own costs.

2.6 Escrow and Title Charges; Prorations.

2.6.1 The Agency shall pay all documentary transfer taxes and the coverage
premiums on the standard CLTA Title Policy. Developer shall pay the costs of any title
insurance premiums for any coverage over and above the standard policy coverage on the CLTA
Title Policy to be paid by the Agency. In addition, the Developer and the Agency shall each pay
one-half of any and all other usual and customary costs, expense and charges relating to the
escrow and conveyance of title to the Property, including without limitation, recording fees,
document preparation charges and escrow fees. Hach party shall be responsible for its own
Transaction Costs, with the exception of the Disposition Costs set forth in Section 2.1.

2.6.2  All non-delinquent and current installments of real estate and personal
property taxes and any other governmental charges, regular assessments, or impositions against
the Property on the basis of the current fiscal year or calendar year shall be prorated as of the
Close of Escrow based on the actual current tax bill. If the Close of Escrow shall occur before
the tax rate is fixed, the apportionment of taxes on the Close of Escrow shall be based on the tax
rate for the next preceding year applied to the latest assessed valuation after the tax rate is fixed,
which assessed valuation shall be based on the Property’s assessed value prior to the Close of
Escrow and the Agency and Developer shall, when the tax rate is fixed, make any necessary
adjustment. All prorations shall be determined on the basis of a 365 day year. The provisions of
this Section 2.6.2 shall survive the Close of Escrow and the recordation of the Grant Deed and
shall not be deemed merged into the Grant Deed upon its recordation.

2.6.3 Any Escrow cancellation charges shall be allocated and paid as described
in Section 2.3.2 above.

2.7 Condition of the Property. The Property shall be conveyed from the Agency to
the Developer on an “AS IS” condition and basis with all faults and the Developer agrees that the
Agency has no obligation to make modifications, replacements or improvements thereto. Except
as expressly and specifically provided in this Agreement, the Developer and anyone claiming by,
through or under the Developer hereby waives its right to recover from and fully and irrevocably
releases the Agency, the City and the Oversight Board, and their respective officers, directors,
employees, representatives, agents, advisors, servants, attorneys, successors and assigns, and all
persons, firms, corporations and organizations acting on the Agency’s, City’s or Oversight
Board’s behalf (collectively, the “Released Parties”) from any and all claims, responsibility
and/or liability that the Developer may now have or hereafter acquire against any of the Released
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Parties for any costs, loss, Hability, damage, expenses, demand, action or cause of action arising
from or related to the matters pertaining to the Property described in this Section 2.7. This
release includes claims of which the Developer is presently unaware or which the Developer
does not presently suspect to exist which, if known by the Developer, would materially affect the
Developer’s release of the Released Parties. If the Property is not in a condition suitable for the
intended use or uses, then it is the sole responsibility and obligation of the Developer to take
such action as may be necessary to place the Property in a condition suitable for development of
the Project thereon. Except as otherwise expressly and specifically provided in this Agreement
and without limiting the generality of the foregoing, THE AGENCY MAKES NO
REPRESENTATION OR WARRANTY AS TO (i) THE VALUE OF THE PROPERTY; (ii)
THE INCOME TO BE DERIVED FROM THE PROPERTY; (iti) THE HABITABILITY,
MARKETABILITY, PROFITABILITY, MERCHANTABILITY OR FITNESS FOR
PARTICULAR USE OF THE PROPERTY; (iv) THE MANNER, QUALITY, STATE OF
REPAIR OR CONDITION OF THE PROPERTY; (v) THE COMPLIANCE OF OR BY THE
PROPERTY OR ITS OPERATION WITH ANY LAWS, RULES, ORDINANCES OR
REGULATIONS OF ANY APPLICABLE GOVERNMENTAL AUTHORITY OR BODY; (vi)
COMPLIANCE WITH ANY ENVIRONMENTAL PROTECTION OR POLLUTION LAWS,
RULES, REGULATIONS, ORDERS OR REQUIREMENTS EXCEPT AS SET FORTH IN
SECTION 2.7; {vii) THE PRESENCE OR ABSENCE OF HAZARDOUS MATERIALS AT,
ON, UNDER OR ADJACENT TO THE PROPERTY EXCEPT AS SET FORTH IN

SECTION 2.7; (viil) THE FACT THAT ALL OR A PORTION OF THE PROPERTY MAY BE
LOCATED ON OR NEAR AN EARTHQUAKE FAULT LINE; AND (ix) WITH RESPECT
TO ANY OTHER MATTER, THE DEVELOPER FURTHER ACKNOWLEDGES AND
AGREES THAT HAVING BEEN GIVEN THE OPPORTUNITY TO INSPECT THE
PROPERTY AND REVIEW INFORMATION AND DOCUMENTATION AFFECTING THE
PROPERTY, THE DEVELOPER IS RELYING SOLELY ON ITS OWN INVESTIGATION
OF THE PROPERTY AND REVIEW OF SUCH INFORMATION AND DOCUMENTATION
AND NOT ON ANY INFORMATION PROVIDED OR TO BE PROVIDED BY THE
AGENCY.

THE DEVELOPER HEREBY ACKNOWLEDGES THAT IT HAS READ AND IS
FAMILTAR WITH THE PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 1542,
WHICH IS SET FORTH BELOW:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF
KNOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS
OR HER SETTLEMENT WITH THE DEBTOR.”

BY INTTTALING BELOW, DEVELOPER HEREBY WAIVES THE PROVISIONS OF
SECTION 1542 SOLELY IN CONNECTION WITH THE MATTERS WHICH ARE THE
SUBJECT OF THE FOREGOING WAIVERS AND RELEASES.

Developer’s Initials




The waivers and releases by the Developer herein contained shall survive the Close of
Escrow and the recordation of the Grant Deed and shall not be deemed merged into the Grant
Deed upon its recordation.

28 Environmental Condition of the Property

‘California Health & Safety Code section 25359.7 requires owners of non-residential real
property who know, or have reasonable cause to believe, that any release of Hazardous
Substances has come to be located on or beneath the real property to provide written notice of
same to the Developer of real property. The Agency hereby discloses the information contained
in the list of environmental documents, attached hereto as Exhibit “F”, accessible at
http:/fwww.cityofindustry.org/?p=city-hall&s=for-sale, and incorporated herein by reference.

The Parties acknowledge that the Agency will not be conducting a public records search
of any regulatory agency files regarding the environmental condition of the Property. By
execution of this Agreement, Developer (i) acknowledges it receipt of the foregoing notice given
pursuant to Health & Safety Code section 25359.7; (ii) acknowledges that it is taking the
Property as-is, subject to all information contained in Exhibit “I"; and (iii) waives any and all
rights Developer may have to assert that the Agency has not complied with the requirements of
Health & Safety Code section 25359.7.

2.9 Escrow Holder.

201 BEscrow Holder is authorized and instructed to:

(a) Pay and charge the Developer for any fees, charges and costs
payable by the Developer under this Article. Before such payments are made, the Escrow
Holder shall notify the Agency and the Developer of the fees, charges, and costs necessary (o
close the Escrow;

(b) Pay and charge the Agency for any fees, charges and costs payable
by the Agency under this Article. Before such payments are made, the Escrow Holder shall
notify the Agency and the Developer of the fees, charges, and costs necessary to close the
Escrow,

(c) Disburse funds and deliver the Grant Deed and other documents to
the parties entitled thereto when the conditions of the Escrow and this Agreement have been
fulfilled by the Agency and the Developer; and

(d} Record the Grant Deed and any other instruments delivered
through the Escrow, if necessary or proper, to vest title in the Developer in accordance with the
terms and provisions of this Agreement.

292 Any amendment of these escrow instructions shall be in writing and
signed by both the Agency and the Developer.




2.93  All communications from the Escrow Holder to the Agency or the
Developer shall be directed to the addresses and in the manner established in Section 7.3 of this
Agreement for notices, demands and communications between the Agency and the Developer.

2.9.4 The responsibility of the Escrow Holder under this Agreement is limited
to performance of the obligations imposed upon it under this Article, any amendments hereto,
and any supplemental escrow instructions delivered to the Escrow Holder that do not materially
amend or modify the express provisions of these escrow instructions.

| ARTICLE 3
DEVELOPMENT OF THE PROPERTY

3.1 Scope of Development.

3.1.1 The “Improvements” to be completed by Developer shall be those
described in Exhibit “D” attached hereto and incorporated herein by this reference. The
Developer shall submit development plans for the Improvements within 12 months of the Close
of Escrow (“Commencement Date”). Subject to force majeure delays as provided in
Section 7.9 below, the Project shall be completed no later than 18 months after the Plans have
been approved and the Building Permit is ready to be issued (“Completion Date™). To the
extent of any inconsistency between the Schedule of Performance and this Section 3.1.1, this
Section 3.1.1 shall control. The Agency shall promptly cause the Plans to be reviewed and shall
not unreasonably delay the issuance of the Building Permit.

3.1.2  The Developer shall submit all appropriate Plans and Specifications
pertaining to the Improvements to the City, and shall construct the Improvements, and all
associated public infrastructure improvements required by the City, pursuant to the City’s
conditions of approval, if any, and all parking areas and landscaping, in accordance with and
within the limitations established therefore in this Agreement and as required by the City. The
Developer shall also comply with any and all applicable federal, state and local laws, rules and
regulations, and any applicable mitigation measures adopted pursuant to the California
Environmental Quality Act. The Agency shall cooperate in all reasonable respects, at no out-of-
pocket cost to the Agency, with the Developer’s pursuit and acquisition of permits and approvals
for the Project from all applicable governmental and quasi-governmental agencies and public
utilities.

32 Cost of Construction. The cost of constructing all Improvements and all public
infrastructure improvements relating to the Project or required by the City or Agency in
connection with the Project, if any, shall be borne by the Developer.

33 Construction Schedule. Subject to force majeure delays as provided in
Section 7.9, the Developer shall begin and complete all construction within the times specified in
the Schedule of Performance.

34  Rights of Access. In addition to those rights of access to and across the Property
to which the Agency and the City may be entitled by law, members of the staffs of the Agency
and the City shall have a reasonable right of access to the Property, without charge or fee, at any
reasonable time, to inspect the work being performed at the Property.
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3.5  Local, State and Federal Laws. The Developer shall carry out the construction of
the Improvements in conformity with all applicable Jaws, including all applicable federal, state
and local prevailing wage laws, occupation, safety and health laws, rules, regulations and
standards.

3.6  Nondiscrimination During Construction. The Developer, for itself and its
successors and assigns, agrees that it shall not discriminate against any employee or applicant for
employment because of age, sex, marital status, race, handicap, color, religion, creed, ancestry,
or national origin in the construction of the Improvements.

3.7 Certificate of Completion.

3.7.1 After the Developer (i) completes construction of all of the Improvements,
(ii} obtains a Certificate of Occupancy, and (iii) the causes a notice of completion (as described
in California Civil Code Section 3093) with respect to the Improvements to be recorded in the
Official Records of Los Angeles County, California, the Agency shall, following written request
by the Developer, furnish the Developer with a Certificate of Completion for the Improvements
within ten (10) business days of such request. The Certificate of Completion shall be in the form
attached hereto as Exhibit “E” and incorporated herein by this reference. The Agency shall not
unreasonably withhold, condition or delay the issuance of the Certificate of Completion. The
Certificate of Completion shall be, and shall so state that it is, a conclusive determination of
satisfactory completion by the Developer of all of its construction obligations under this
Agreement as to the Improvements.

3.7.2 If the Agency refuses or fails within ten (10) business days after receipt of
a written request from the Developer to issue a Certificate of Completion, the Agency shall
provide the Developer with a written statement of the reasons the Agency refused or failed to
furnish a Certificate of Completion. The statement shall also specify the actions the Developer
must take to obtain a Certificate of Completion for the Improvements. If the reason for such
refusal is confined to the immediate availability of specific items or material for landscaping or
any other non-structural matters, and the costs of completion does not exceed Two Hundred Fifty
Thousand Dollars ($250,000.00), the Agency shall issue its Certificate of Completion upon the
Developer’s depositing with the Agency cash or an irrevocable standby letter of credit issued by
a bank or other financial institution acceptable to the Agency in an amount equal to the fair value
of the work not yet completed as determined by the Agency. The determination of fair value
shall be made by the Agency in the exercise of its reasonable judgment.

3.7.3 The Certificate of Completion shall not constitute evidence of compliance
with or satisfaction of any obligation of the Developer to any holder of a mortgage, trust deed or
other security instrument. Such Certificate of Completion shall not be construed as a notice of
completion as deseribed in California Civil Code Section 3093.

ARTICLE 4
LIMITATIONS ON TRANSFERS AND SECURITY INTERESTS

4.1 Limitation As To Transfer of the Property and Assignment of Agreement. Prior
to the Agency’s issuance of the Certificate of Completion, the Developer shall not transfer its
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rights and obligations, in whole or in part, under this Agreement, or sell, assign, transfer,
encumber, pledge or lease the Property, nor cause or suffer a change of more than 49% of the
Ownership interests in Developer, directly or indirectly, in one or a series of transactions,
without the Agency’s prior written consent, which consent shall not be unreasonably withheld or
delayed. The Developer acknowledges that the idenfity of the Developer is of particular concern
to the Agency, and it is because of the Developer’s identity that the Agency has entered 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 in violation of the terms
hereof, Notwithstanding any provision contained herein to the contrary, this prohibition shall not
be deemed to prevent the granting of easements or permits to facilitate the development of the
Project, or any mortgage or deed of trust permitted by this Agreement. Upon the Agency’s
issuance of a Certificate of Completion, the Developer may transfer the Property to a transferee
without restriction so long as the transferce agrees to all of the applicable covenants and
conditions set forth in Article 5 of this Agreement.

Upon providing ten (10) days prior written notice to Developer, the Agency may assign
its rights and obligations, in whole or in part, under this Agreement to the City without the prior
consent of the Developer. Provided however that as a condition of the assignment, the City must
agree to assume and honor all of the duties and obligations of Agency under this Agreement.

42 Security Financing:; Right of Holders.

421 No Encumbrances Except Mortgages, Deeds of Trust. Conveyances or
Other Convevance for Financing For Development.

(a) Notwithstanding Section 4.1 or any other provision herein to the
contrary, only mortgages, deeds of trust, sales and leasebacks, or any other form of
encumbrance, conveyance, security interest or assignment required for any reasonable method of
construction and permanent financing are permitted prior to the issuance of a Certificate of
Completion for the Property, but only for the purpose of securing loans of funds to be used for
the purchase of the Property or financing the direct and indirect costs of the development of the
Project (including reasonable and customary Developer fees, loan fees and costs, and other
normal and customary project costs), and each such loan secured by the Property shall expressly
allow for its prepayment or assumption (upon payment of a market standard prepayment or
assumption fee) by and at the option of the City upon the exercise of its option to purchase
provided in Section 5.7.

(b) The words “mortgage” and “deed of trust” as used herein include
all other appropriate modes of financing commonly used in real estate acquisition, construction
and land development. Any reference herein to the “holder” of a mortgage or deed of trust shall
be deemed also to refer to a lessor under a sale and leaseback.

422 Notice of Default to Mortgage, Deed of Trust or Other Security Interest
Holders: Right to Cure. Whenever the Agency shall deliver a notice or demand to the Developer
with respect to any Default by the Developer in completion of development of the Project or
otherwise, the Agency shall at the same time deliver a copy of such notice or demand to each
holder of record of any first mortgage, deed of trust or other security interest authorized by this
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Agreement who has previously made a written request to the Agency for special notice
hereunder (a “Holder™). No notice of Default to the Developer shall be effective against any
such Holder unless given to such Holder as aforesaid. Such Holder shall (insofar as the rights of
the Agency are concerned) have the right, at such Holder’s option, within sixty (60) days after
receipt of the notice, to cure or remedy any such Default and to add the cost thereof to the
security interest debt and the lien of its security interest; provided, however, that if longer than
sixty (60) days is required to cure such Default, such longer period shall be granted to Holder,
provided that Holder diligently pursues such cure during such longer period. If such Default
shall be a default which can only be remedied or cured by such Holder upon obtaining
possession of the Property, such Holder shall seek to obtain possession of the Property with
diligence and continuity through a receiver or otherwise, and shall remedy or cure such Default
within a reasonable period of time as necessary to remedy or cure such Default of the Developer.
If such Default shall be a default as to or by Developer which cannot be cured, Agency shall not
seek to enforce the same against Holder and Holder shall not be subject thereto.

42.3 Noninterference with Holders. The provisions of this Agreement do not
limit the right of Holders to foreclose or otherwise enforce any mortgage, deed of trust, or other
security instrument encumbering the Property and the improvements thereon, or the right of
Holders to pursue any remedies for the enforcement of any pledge or lien encumbering the
Property; provided, however, that in the event of a foreclosure sale under any such mortgage,
deed of trust or other lien or encumbrance, or sale pursuant to any power of sale contained in any
such mortgage or deed of trust, the purchaser or purchasers and their successors and assigns, and
the Property, shall be, and shall continue to be, subject to all of the conditions, restrictions and
covenants of this Agreement and all documents and instruments recorded pursuant hereto.

ARTICLE 5
USE OF THE PROPERTY

5.1  Use. The Developer covenants and agrees for itself, and its successors and its
assigns, that the Developer, such successors, and such assignees shall use the Property, and every
part thereof, only for the construction of the Improvements thereon, and thereafter for any use
permitted by applicable laws. Notwithstanding the foregoing, if and when the Developer
conveys the Property to a third party after completion of the Improvements thereon or assigns the
Agreement in accordance with this Agreement, the Developer shall be relieved of any further
responsibility under this Section 5.1 as to the Property so conveyed.

5.2 Maintenance of the Property. After completion of the Project, Developer shall
maintain the Property and the Project (including landscaping) in a commercially reasonable
condition and repair to the extent practicable and in accordance with industry health and safety
standards. Notwithstanding the foregoing, if and when the Developer conveys the Property to a
third party after completion of the Improvements thereon in accordance with the Agreement, the
Developer shall be relieved of any further responsibility under this Section 5.2 as to the Property
so conveyed.

53  Qbligation to Reftain from Discrimination. The Developer covenants and agrees
for itself, its successors and assigns, and for every successor in interest to the Property or any
part thereof, that there shall be no discrimination against or segregation of any person, or group
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of persons, on account of sex, marital status, age, handicap, race, color, religion, creed, national
origin or ancestry in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of
the Property, and the Developer (itself or any person claiming under or through the Developer)
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 Property or any portion thereof. Notwithstanding the foregoing, if
and when the Developer conveys the Property to a third party after completion of the
Improvements thereon in accordance with the Agreement, the Developer shall be relieved of any
further responsibility under this Section 5.3 as to the Property so conveyed.

5.4 Form of Nondiscrimination and Nonsegregation Clauses. All deeds, leases or
coniracts for sale shall contain the following nondiscrimination or nonsegregation clauses:

541 Indeeds: “The grantee herein covenants by and for himself or herself, his
or her heirs, executors, administrators and assigns, and all persons claiming under ox through
them, that there shall be no discrimination against or segregation of, any petson or group of
persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Government Code, in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of
the premises herein conveyed, nor shall the Grantee himself or herself, or any person claiming
under or through him or her, establish or permit any 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 premises herein conveyed. The foregoing
covenants shall run with the land.

Notwithstanding the immediately preceding paragraph, with respect to
familial status, said paragraph shall not be construed to apply to housing for older persons, as
defined in Section 12955.9 of the California Government Code. With respect to familial status,
nothing in said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51,10, 51.11, and
799 5 of the California Civil Code, relating to housing for senior citizens. Subdivision (d) of
Section 51 and Section 1360 of the California Civil Code and subdivisions (n), (o) and (p) of
Section 12955 of the California Government Code shall apply to said paragraph.”

547 Inleases: “The lessee herein covenants by and for himself or herself, his
or her heirs, executors, administrators and assigns, and all persons claiming under or through him
or her, and this lease is made and accepted upon and subject to the following conditions: That
there shall be no discrimination against or segregation of any person or group of persons, on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Government Code, in the leasing, subleasing, transferring, use or occupancy, tenure or
enjoyment of the premises herein leased nor shall the lessee himself or herself, or any person
claiming under or through him or her, 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 premises herein leased.
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Notwithstanding the immediately preceding paragraph, with respect to
familial status, said paragraph shall not be construed to apply to housing for older persons, as
defined in Section 12955.9 of the California Government Code. With respect to familial status,
nothing in said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4,51.10, 51.11, and
799.5 of the California Civil Code, relating to housing for senior citizens, Subdivision (d) of
Section 51 and Section 1360 of the California Civil Code and subdivisions (1), (0) and (p) of
Section 12955 of the California Government Code shall apply to said paragraph.”

5.4.3 In contracts: “The contracting party or parties hereby covenant by and for
himself or herself and their respective successors and assigns, that there shall be no
discrimination against or segregation of any person or group of persons, on account of any basis
listed in subdivision (a) or (d) of Section 12955 of the California Government Code, as those
bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision
(p) of Section 12955, and Section 12955.2 of the California Government Code, in the sale, lease,
sublease, transfer, use, occupancy, tenure or enjoyment of the premises, nor shall the contracting
party or parties, any subcontracting party or parties, or their respective assigns or fransferees,
establish or permit any such practice or practices of discrimination or segregation.

Notwithstanding the immediately preceding paragraph, with respect to
familial status, said paragraph shall not be construed to apply to housing for older persons, as
defined in Section 12955.9 of the California Government Code. With respect to familial status,
nothing in said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and
799.5 of the California Civil Code, relating to housing for senior citizens. Subdivision (d) of
Section 51 and Section 1360 of the California Civil Code and subdivisions (1), (o) and (p) of
Section 12955 of the California Government Code shall apply to said paragraph.”

5.5  Resfrictive Covenant. In order to insure the Developer’s compliance with the
covenants set forth in Sections 5.1, 5.2, 5.3, and 5.4 hereof, such covenants shall be set forth in
the Grant Deed. Such covenants shall run with the Property for the benefit of the Agency and
the Agency shall have the right to assign all of its rights and benefits therein to the City.

56  Effect and Duration of Covenants. The following covenants shall be binding
upon the Property and Developer and its successors and assigns and shall remain in effect for the
following periods, and each of which shall be set forth with particularity in any document of
transfer or conveyance by the Developer:

(1)  The non-discrimination and non-segregation requirements set forth in
Sections 5.1, 5.3 and 5.4 shall remain in effect in perpetuity;

(2)  The maintenance requirements set forth in Section 5.2 shall remain in
effect for the period described therein, and;

(3) Basements to the Agency, City or other public agencies for utilities
existing as of the execution of this Agreement, which shall remain in effect according to their
terms.

(4) The use requirement regarding using the Property only for the construction
of the Improvements set forth in Section 5.1 shall remain in effect until the earlier of the
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completion of the Tmprovements, or one (1) year after Close of Escrow if the reason for the
failure to complete the Improvements is not due to a default by Developer. The use requirement
regarding using the Property for any lawful purpose shall remain in effect in perpetuity.

5.7 Option to Purchase for Failure to Complete Construction. If the Developer shall
fail to commence construction of the Improvements on or prior to the Commencement Date or
complete the construction of the Improvements on or prior to the Completion Date, both subject
to force majeure delays as provided in Section 7.9, the Agency may give written notice (a
“Breach Notice™) of such breach to the Developer and, if applicable, to any Holder. The
Developer shall have a period of thirty (30) days after the date of the Breach Notice to cure said
breach, or if a cure is not possible within such thirty (30) day period, to commence such cure and
diligently prosecute the same to completion, one hundred eighty (180) days from the date of the
Breach Notice. In the event that the Developer shall fail to cure such breach within such period,
the City shall have the right, at its option, to purchase and take possession of the Property with
all improvements thereon. To exercise its option to purchase and take possession of the
Property, the City shall pay to the Developer, in cash, an amount equal to:

1. the Purchase Price paid to Agency for the Property; plus

2. the amount, if any, of the costs incurred by Developer for on-site labor and
materials for the construction of the Improvements, as well as fees and commissions paid to
architects, designers, other design professionals, lawyers, accountants and brokers, that are not
otherwise payable or paid from the proceeds of any loan secured by any Holders' mortgage or
deed of trust encumbering the Property or the Improvements, provided such costs are reasonably
documented by reasonable evidence delivered to the Agency and City within thirty (30) days
after the Purchase Notice (as hereinafter defined) and such sums are reflected in an overall
Project budget approved in writing by the Agency prior to the commencement of construction on
the Property; less

3. any and all sums outstanding under any Holder's mortgage or deed of trust
encumbering the Property or the Improvements and any prepayment premium and expenses
related thereto.

The City’s option to purchase and take possession of the Property pursuant to this
Section 5.7 must be exercised by City, if at all, by giving sixty (60) days written notice to
Developer (“Purchase Notice™). If timely notice is given by the City, then the City must
purchase and take possession of the Property, and close escrow for the purchase, within six (6}
months after the act or failure to act giving rise to such option. If the City fails to timely notice
its option to purchase or fails to timely purchase, then the option of the City to purchase shall be
terminated. Developer agrees to cooperate in good faith, and to promptly execute and record all
documents necessary to effect the option to purchase described in this Section 5.7. City is a third
party beneficiary of this Article 3.
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ARTICLE 6
EVENTS OF DEFAULT, REMEDIES AND TERMINATION

6.1 Developer Events of Defaults. Occurrence of any or all of the following, if
uncured after the expiration of any applicable cure period, shall constitute a default (*Developer
Event of Default”) under this Agreement:

6.1.1 The Developer’s failure to commence construction of the Improvements
or to complete construction of the Improvements as provided herein and the Developer’s failure
to cure such breach, as provided in Section 5.7, provided that such failure is not due to causes
beyond the Developer’s control as provided in Section 7.9; or

6.1.2 The Developer’s sale, lease, or other transfer, or the occurrence of any
involuntary transfer, of the Property or any part thereof or interest therein in violation of this
Agreement; or

6.1.3 The Developer’s neglect, failure or refusal to keep in force and effect any
permit or approval with respect to development of the Project (and the Agency shall reasonably
cooperate with the Developer as to the same), unless such failure is due to causes beyond the
Developer’s reasonable control as provided in Section 7.9, or any policy of insurance required
hereunder, and, so long as such failure is not caused by any wrongful act of the Agency or the
City, the Developer’s failure to cure such breach within thirty (30) days after receipt of written
notice from the Agency of the Developer’s breach; or

6.1.4 Filing of a petition in bankruptcy by or against the Developer or
appointment of a receiver or trustee of any property of the Developer, or an assignment by the
Developer for the benefit of creditors, or adjudication that the Developer is insolvent by a court,
and the failure of the Developer to cause such petition, appointment, or assighment to be
removed or discharged within ninety (90) days; or

6.1.5 The Developer’s failure to perform any requirement or obligation of
Developer set forth herein or in the Schedule of Performance, on or prior to the date for such
performance set forth herein or in the Schedule of Performance (subject to delays pursuant to
Section 7.9), and, so long as such failure is not caused by any wrongful act of the Agency or the
City, the Developer’s failure to cure such breach within thirty (30) days after receipt of written
notice from the Agency of the Developer’s breach; or

6.1.6  The Developer’s failure to deposit with Escrow Holder the Deposit or the
balance of the Purchase Price as required by Section 2.2.

6.2  Agency Bvents of Default. Occurrence of any or all of the following, if uncured
after the expiration of the applicable cure period, shall constitute a default (“Agency Event of
Default”, and together with the Developer Event of Default, a “Default”) under this Agreement:

6.2.1 The Agency, in violation of the applicable provision of this Agreement,
fails to convey the Property to Developer at the Close of Escrow; or

6.2.2 The Agency breaches any other material provision of this Agreement.
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Upon the occurrence of any of the above-described events, the Developer shall first
notify the Agency in writing of its purported breach or failure, giving the Agency thirty (30) days
from receipt of such notice to cure such breach or failure (other than a failure by the Agency to
convey the Property at the Close of Escrow, for which there shall be no cure period) or if a cure
is not possible within the thirty (30) day period, to begin such cure and diligently prosecute the
same to completion, which shall, in any event, not exceed one hundred eighty (180) days from
the date of receipt of the notice to cure.

6.3 Remedies in the Event of Default.

6.3.1 Remedies Gengral. In the event of a breach or a default under this
Agreement by either Developer or Agency, prior to the Close of Escrow, the non-defaulting -
party shall have the right to terminate this Agreement by providing ten (10) days written notice
thereof to the defaulting party. If such breach or default is not cured within such ten (10) day
period (other than a failure by the Agency to convey the Property at the Close of Escrow, for
which there shall be no cure period), this Agreement and the Escrow for the purchase and sale of
the Property shall terminate. Except as herein otherwise expressly provided, such termination of
the Escrow by a non-defaulting party shall be without prejudice to the non-defaulting party’s
rights and remedies against the defaulting party at law or equity.

In the event of a Default under this Agreement after the Close of Escrow, the non-
defaulting party may seek against the defaulting party any available remedies at law or equity,
including but not limited to the right to receive reimbursement for its documented out-of-pocket
costs relating to this purchase transaction or to pursue an action for specific performance, but in
no event shall such non-defaulting party be entitled to receive any consequential or special
damages. In addition, the City shall have the option to purchase and take possession of the
Property as set forth in Section 5.7.

IF THE DEVELOPER FATLS TO COMPLETE THE ACQUISITION OF THE
PROPERTY AS HEREIN PROVIDED BY REASON OF ANY DEFAULT OF THE
DEVELOPER, IT IS AGREED THAT THE DEPOSIT SHALL BE NON-REFUNDABLE AND
THE AGENCY SHALL BE ENTITLED TO SUCH DEPOSIT, WHICH AMOUNT SHALL BE
ACCEPTED BY THE AGENCY AS LIQUIDATED DAMAGES AND NOT AS A PENALTY
AND AS THE AGENCY'S SOLE AND EXCLUSIVE REMEDY. IT IS AGREED THAT
SATD AMOUNT CONSTITUTES A REASONABLE ESTIMATE OF THE DAMAGES TO
THE AGENCY PURSUANT TO CALIFORNIA CIVIL CODE SECTION 1671 ET SEQ. THE
AGENCY AND DEVELOPER AGREE THAT IT WOULD BE IMPRACTICAL OR
IMPOSSIBILE TO PRESENTLY PREDICT WHAT MONETARY DAMAGES THE AGENCY
~ WOULD SUFFER UPON THE DEVELOPER'S FAILURE TO COMPLETE ITS
ACQUISITION OF THE PROPERTY. THE DEVELOPER DESIRES TO LIMIT THE
MONETARY DAMAGES FOR WHICH IT MIGHT BE LIABLE HEREUNDER AND THE
DEVELOPER AND AGENCY DESIRE TO AVOID THE COSTS AND DELAYS THEY
WOULD INCUR IF A LAWSUIT WERE COMMENCED TO RECOVER DAMAGES OR
OTHERWISE ENFORCE THE AGENCY'S RIGHTS. IF FURTHER INSTRUCTIONS ARE
REQUIRED BY ESCROW HOLDER TO EFFECTUATE THE TERMS OF THIS
PARAGRAPH, THE DEVELOPER AND AGENCY AGREE TO EXECUTE THE SAME.
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THE PARTIES ACKNOWLEDGE THIS PROVISION BY PLACING THEIR INITIALS
BELOW:

Agency Developer

6.3.2 Liberal Construction. The rights established in this Agreement are to be
interpreted in light of the fact that the Agency will convey the Property to the Developer for
development and operation of the Project thereon and not for speculation in undeveloped land or
for construction of different improvements. The Developer acknowledges that it is of the
essence of this Agreement that the Developer is obligated to complete all Improvements
comprising the Project.

6.4  No Personal Liability. Except as specifically provided herein to the contrary, no
representative, employee, attorney, agent or consultant of the Agency, City or Oversight Board
shall personally be liable to the Developer, or any successor in interest of the Developer, in the
event of any Default or breach by the Agency, or for any amount which may become due to the
Developet, or any successor in interest, on any obligation under the terms of this Agreement.

6.5 Legal Actions.

6.5.1 Institution of L.egal Actions. Any legal actions brought pursuant to this
Agreement must be instituted in either the Superior Court of the County of Los Angeles, State of
California, or in an appropriate municipal court in that County.

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

6.5.3  Acceptance of Setvice of Process. If any legal action is commenced by
the Developer against the Agency, service of process on the Agency shall be made by personal
service upon the Executive Director or Secretary of the Agency, or in such other manner as may
be provided by law. If any legal action is commenced by the Agency against the Developer,
service of process on the Developer shall be made by personal service upon the Developer, or in
such other manner as may be provided by law, whether made within or without the State of
California.

6.6  Rights and Remedies are Cumulative. Except as otherwise expressly stated in this
Agreement, the rights and remedies of the parties are cumulative, and the exercise by either party
of one or more of such rights or remedies shall not preciude the exercise by it, at the same time
or different times, of any other righis or remedies for the same Default or any other Default by
the other party.

6.7  Inaction Not a Waiver of Defanlt. Except as expressly provided in this
Agreement to the contrary, any failure or delay by either 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 such rights or
remedies, or deprive either such party of its rights to institute and maintain any actions or
proceedings which it may deem necessary to protect, assert or enforce any such rights or
remedies.
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ARTICLE 7
GENERAL PROVISIONS

7.1 Insurance.

7.1.1 Prior to commencement of any demolition or construction work on the
Property by the Developer, the Developer shall obtain, at the Developer’s sole cost and expense,
and shall maintain in force until completion of construction of the Improvements, with a
reputable and financially responsible insurance company reasonably acceptable to the Agency,
broad form commercial general public liability insurance, insuring the Developer and the
Agency against claims and liability for bodily injury, death, or property damage arising from the
use, occupancy, condition, or operation of the Property and the Improvements thereon, which
insurance shall provide combined single limit protection of at least Two Million Dollars
($2,000,000.00), and include contractual liability endorsement. Such insurance shall name the
City, the Agency and the Oversight Board and their respective council members, board members,
officers, employees, consultants, independent contractors, and attorneys as additional insureds.

7.1.2 Prior to commencement of any demolition or construction work on the
Property by the Developer, the Developer shall also obtain, or cause to be obtained, at the
Developer’s sole cost and expense, and shall maintain in force until completion of the
construction of the Improvements, with a reputable and financially responsible insurance
company reasonably acceptable to the Agency (i) “all risk” builder’s risk insurance, including
coverage for vandalism and malicious mischief, in a form and amount and with a reputable and
financially responsible insurance company reasonably acceptable to the Agency, and
(i) workers’ compensation insurance covering all persons employed in connection with work.
The builder’s risk insurance shall cover improvements in place and all material and equipment at
the job site furnished under contract, but shall exclude contractors’, subcontractors’, and
construction managers’ tools and equipment and property owned by contractors’ and
subcontractors’ employees.

713 Prior to the commencement of any demolition or construction work on the
Property by the Developer, the Developer shall also furnish or cause to be furnished to the
Agency evidence satisfactory to the Agency that any contractor with whom it has contracted for
the performance of work on the Property carries workers’ compensation insurance as required by
law.

7.1.4 With respect to each policy of insurance required above, the Developer
shall furnish a certificate of insurance countersigned by an authorized agent of the insurance
carrier on the insurance carrier’s form sefting forth the general provisions of the insurance
coverage. The required certificate shall be furnished by the Developer prior to commencement
of any demolition or construction work on the Property.

7.1.5 All such policies required by this Section shall be nonassessable and shall
contain language to the effect that (i) the policies cannot be canceled or materially changed
except after thirty (30) days’ written notice by the insurer to the Agency, and (ii) the Agency
shall not be lable for any premiums or assessments. All such insurance shall have deductibility
limits reasonably satisfactory to the Agency. The provisions of this Section shall survive the
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Close of Escrow and the recordation of the Grant Deed and shall not be deemed merged into the
Grant Deed upon its recordation.

7.2 Indemnity.

7.2.1 The Developer shall indemnify, defend, protect, and hold harmless the
Agency, the City and the Oversight Board and any and all agents, employees, attorneys and
representatives of the Agency, the City and the Oversight Board, from and against all losses,
liabilities, claims, damages (including consequential damages), penalties, fines, forfeitures, costs
and expenses (including all reasonable out-of-pocket litigation costs and reasonable attorney’s
fees) and demands of any nature whatsoever, related directly or indirectly to, or arising out of or
in connection with:

(a) the Developer’s use, ownership, management, occupancy, Or
possession of the Property;

(b) any breach or Default of the Developer hereunder;

(c) any of the Developer’s activities on the Property (or the activities
of the Developer’s agents, employees, lessees, representatives, licensees, guests, invitees,
contractors, subcontractors, or independent contractors on the Property), including without
limitation, the construction of the Improvements on the Property;

(d) the presence or clean-up of Hazardous Substances on, in or under
the Property to the extent the same was caused by Developer or Developer’s affiliates, agents or
employees, or,

(e) any other fact, circumstance or event related to the Developer’s
performance hereunder, or which may otherwise arise from the Developer’s ownership, use,
possession, improvement, operation or disposition of the Property, regardless of whether such
damages, losses and liabilities shall accrue or are discovered before or after termination or
expiration of this Agreement, or before or after the conveyance of the Property.

7.2.2  The indemnity obligations described in this Section 7.2 shall survive for a
period of four (4) years from the eatlier of (1) the termination of this Agreement, or (ii) the
completion of the Tmprovements, and shall not be deemed merged into the Grant Deed upon the
recordation. ’

73 Notices. All notices and demands shall be given in writing by certified mail,
postage prepaid, and return receipt requested, by nationally recognized overnight courier or by
personal delivery. Notices shall be considered given upon the earlier of (a) personal delivery, (b)
three (3) business days following deposit in the United States mail, postage prepaid, certified or
registered, return receipt requested, (c) the next business day after deposit with a nationally
reorganized overnight courier, in each instance addressed to the recipient as set forth below.
Notices shall be addressed as provided below for the respective party; provided that if any party
gives notice in writing of a change of name or address, notices to such party shall thereafter be
given as demanded in that notice:
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Agency: Paul Philips, Executive Director
Successor Agency to the
Industry Urban-Development Agency
15625 East Stafford Street, Suite 100
City of Industry, California 91744

with a copy to: James M. Casso, City Attorney
Casso & Sparks, LLP
13200 Crossroads Parkway North
Suite 345
City of Industry, CA 91746

Developer: Wayne Wang
Fox Luggage Inc.
5353 East Slauson Avenue
Commerce, California 90040

7.4 Construction. The parties agree that each party and its counsel have reviewed and
revised this Agreement and that any rule of construction to the effect that ambiguities are to be
resolved against the drafting party shall not apply in the interpretation of this Agreement or any
amendments or exhibits thereto,

75  Developer’s Warranties. The Developer warrants and represents to the City and
the Agency as follows:

7.5.1 The Developer has full power and authority to execute and enter into this
- Agreement and to consummate the transaction contemplated hereunder. This Agreement
constitutes the valid and binding agreement of the Developer, enforceable in accordance with its
terms subject to bankruptey, insolvency of other creditors’ rights laws of general application.
Neither the execution nor delivery of this Agreement, nor the consummation of the transactions
covered hereby, nor compliance with the terms and provisions hereof, shall conflict with, or
result in a breach of, the terms, conditions or provisions of, or constitute a default under, any
agreement or instrument to which the Developer is a party.

752  As of the Close of Escrow, the Developer will have inspected the Property
and will be familiar with all aspects of the Property and its condition, and will accept such
condition.

7.5.3 The Developer has not paid or given, and will not pay or give, to any third
person, any money or other consideration for obtaining this Agreement, other than normal costs
of conducting business and costs of professional services such as architects, engineers and
attorneys. '

7.6 Interpretation. In this Agreement the neuter gender includes the feminine and
masculine, and singular number includes the plural, and the words “person” and “party” include
corporation, partnership, firm, trust, or association where ever the context so requires.

7.7  Time of the Essence. Time is of the essence of this Agreement.
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7.8  Aftorneys’ Fees. If any party brings an action to enforce the terms hereof or
declare its rights hereunder, the prevailing party in any such action shall be entitled to its
reasonable attorneys’ fees to be paid by the losing party as fixed by the court. If the Agency, or
the Developer, without fault, is made a party to any litigation instituted by or against the other
party, such other party shall defend it against and save it harmless from all costs and expenses
including reasonable attorney’s fees incurred in connection with such litigation.

79  Enforced Delay: Extension of Times of Performance. Notwithstanding anything
to the contrary in this Agreement, unexcused failure to commence construction of the
Improvements on or prior to the Commencement Date or to complete construction of the
Improvements on ot prior to the Completion Date shall constitute a Default hereunder as herein
set forth; provided, however, nonperformance of such obligations or any other obligations to be
performed hereunder shall be excused when performance is prevented or delayed by reason of
any of the following forces reasonably beyond the contro} of the party responsible for such
performance: (1) war, insurrection, riot, flood, severe weather, earthquake, fire, casualty, acts of
public enemy, governmental restriction, litigation, acts or failures to act of any governmental or
quasi-governmental agency or entity, including the Agency, or public utility, or any declarant
under any applicable conditions, covenants, and restrictions affecting the Property, or (ii)
inability to secure necessary labor, materials or tools, strikes, lockouts, delays of any contractor,
subcontractor or supplier or (iii) other matters generally constituting a force majeure event in
circumstances similar to those contemplated by this Agreement (but which shall not in any event
include the availability of financing to construct the Improvements). In the event of an
oceurrence described in clauses (1), (ii) or (iii) above, such nonperformance shall be excused and
the time of performance shall be extended by the number of days the matters described in clauses
(1), (ii) or (iii) above materially prevent or delay performance.

710 Approvals by the Agency and the Developer. Unless otherwise specifically
provided herein, wherever this Agreement requires the Agency or the Developer to approve any
contract, document, plan, proposal, specification, drawing or other matter, such approval shall
not unreasonably be withheld, conditioned or delayed.

711 Developer’s Private Undertaking. The development covered by this Agreement is
a private undertaking, and the Developer shall have full power over and exclusive control of the
Property while the Developer holds title to the Property; subject only to the limitations and
obligations of the Developer under this Agreement and the Redevelopment Plan.

712  Entire Agreement, Waivers and Amendments. This Agreement is executed in
duplicate originals, each of which is deemed to be an original. This Agreement, together with all
attachments and exhibits hereto, 'constitutes the entire understanding and agreement of the
parties. This Agreement integrates all of the terms and conditions mentioned herein or incidental
hereto, and supersedes all negotiations or previous agreements between the parties with réspect
to the subject matter hereof. No subsequent agreement, representation or promise made by either
party hereto, or by or to any employee, officer, agent ot representative of either party, shall be of
any effect unless it is in writing and executed by the party to be bound thereby. No person is
authorized to make, and by execution hereof the Developer and the Agency acknowledge that no
person has made, any representation, warranty, guaranty of promise except as set forth herein;
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and no agreement, statement, representation or promise made by any such person which is not
contained herein shall be valid or binding on the Developer or the Agency.

7.13  Counterparts. This Agreement may be executed simultaneously in one or more
counterparts, each of which shall be deemed an ori ginal, but all of which together shall constitute
one and the same instrument.

7.14  Severability. Each and every provision of this Agreement is, and shall be
construed to be, a separate and independent covenant and agreement. If any term or provision of
this Agreement or the application thereof shall to any extent be held to be invalid or
unenforceable, the remainder of this Agreement, or the application of such term or provision to
circumstances other than those to which it is invalid or unenforceable, shall not be affected
hereby, and each term and provision of this Agreement shall be valid and shall be enforced to the
extent permitted by law.

7.15 Survival. The provisions hereof shall not terminate but rather shall survive any
conveyance hereunder and the delivery of all consideration.

7.16 Representations of Agency. The Agency warrants and represents to the
Developer as follows:

(a) The Agency has full power and authority to execute and enter into this
Agreement and to consummate the transactions contemnplated hereunder. This Agreement
constitutes the valid and binding agreement of the Agency, enforceable in accordance with its
terms subject to bankruptcy, insolvency and other creditors’ rights laws of general application.
Neither the execution nor delivery of this Agreement, nor the consummation of the transactions
covered hereby, nor compliance with the terms and provisions hereof, shall conflict with, or
résult in a breach of, the terms, conditions or provisions of, or constitute a default under, any
agreement or instrument to which the Agency is a party.

(b) As of the Effective Date, the Agency has made available to Developer, by
online link entitled http:/fwww.cityofindustry.org/?p=city-hali&s=for-sale, complete copies of
all studies, reports, agreements, documents, instruments, environmental assessments, surveys,
soils reports, documents, plans, maps, permits and entitlements in Agency’s possession
(excluding only appraisals) concerning the Property and described in Exhibit “F” attached
hereto.

(c) Developer shall have thirty (30) calendar days after the Effective Date of
this Agreement (“Due Diligence Period”) to examine the materials in Section 7.16(b), perform
inspections, investigations, and a survey, and approve or disapprove the title exceptions in the
Title Report, all at Developer’s sole cost and expense. If Developer terminates this Agreement,
Developer shall provide copies of all non-privileged due diligence reports, surveys, studies, etc.
prepared by or at the direction of Developer or Agency within five (5) business days after the
termination and upon Agency’s reimbursing Developer for the costs of such items.

(d)  Asof the Effective Date and the Close of Escrow, the Property is not
presently the subject of any condemnation or similar proceeding, and to the Agency’s
knowledge, no such condemnation or similar proceeding is currenily threatened or pending.

D4




(e) As of the Close of Escrow, there are no management, service, supply or
maintenance contracts affecting the Property which shall affect the Property on or following the
Close of Escrow.

(f) The Agency has not authorized any broker or finder to act on its behalf in
connection with the sale and purchase hereunder and the Agency has not dealt with any broker or
finder purporting to act on behalf of the Agency or otherwise.

(g) As of the Close of Escrow, there are no leases or other occupancy
agreements affecting the Property which shall affect the Property on or following the Close of
Escrow.

(h} As of the Close of Escrow and to the actual knowledge of the Agency, the
Agency has not received any written notice from any governmental entity regarding the violation

of any law or governmental regulation with respect to the Property, except as may be set forth in
Exhibit “F”

717 Developer’s Broker(s). Developer shall pay all commissions and fees that may be
payable to any broker, finder or salesperson engaged by Developer, and shall defend, indemnify
and hold Agency and City harmless from and against any and all claims, liabilities, losses,
damages, costs and expenses relating thereto.

718 No Third Party Beneficiaries other than City. City is a third party beneficiary of
this Agreement, with the right to.enforce the provisions hereof. This Agreement is made and
entered into for the sole protection and benefit of the Parties and City and their successors and
assigns. No other person shall have any right of action based upon any provision of this
Agreement.

[SIGNATURES NEXT PAGE]

~25-




IN WITNESS WHEREOF, the parties hereto have entered into this agreement as of the day and

year first above written.

ATTEST:

DEVELOPER

FOX LUGGAGE INC,,
a California corpora:[i/on

By: - ) '
Name:
Title: Wayne Wang

President

AGENCY

SUCCESSOR AGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY

By:

Mark D. Radecki, Chairman

Diane M. Schiichting, Agency Secretary

APPROVED AS TO FORM:

James M. Casso, Agency General Counsel
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Exhibit “A”
Exhibit “B”
Exhibit “C”
Exhibit “D”
Exhibit “E”

Exhibit “F”

LIST OF EXHIBITS
Legal Description of the Property
Schedule of Performance
Form of Grant Deed
Improvements
Form of Certificate of Completion

List of Environmental Documents




EXHIBIT “A”
LEGAL DESCRIPTION OF THE PROPERTY

PARCEL 1:

THAT PORTION OF LOT 439 OF TRACT NO. 606, IN THE CITY OF INDUSTRY,
COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON MAP
RECORDED IN BOOK 15, PAGES 142 ET. SEQ., OF MAPS, IN THE OFFICE OF THE
COUNTY RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT IN THE SOUTHEASTERLY LINE OF SAID LOT 439, DISTANT
SOUTH 41 DEGREES 53 MINUTES WEST 522.50 FEET FROM THE MOST EASTERLY
CORNER OF SAID LOT; THENCE PARALLEL WITH THE NORTHEASTERLY LINE OF
SAID LOT, NORTH 48 DEGREES 07 MINUTES WEST 463.68 FEET; THENCE PARALLEL
WITH THE SOUTHEASTERLY LINE OF SAID LOT, SOUTH 41 DEGREES 53 MINUTES
WEST 477.62 FEET TO THE SOUTHWESTERLY LINE OF SAID LOT; THENCE SOUTH
50 DEGREES 04 MINUTES EAST 463.95 FEET TO THE SOUTHERLY CORNER OF SAID
1.OT; THENCE NORTH 41 DEGREES 53 MINUTES EAST 461.84 FEET TO THE POINT OF
BEGINNING.

EXCEPTING THEREFROM THE "PRECIOUS METALS AND ORES THEREOF' AS
EXCEPTED FROM THE PARTITION BETWEEN JOHN ROWLAND, SR. AND WILLIAM
WORKMAN, IN THE PARTITION DEED RECORDED IN BOOK 10, PAGE 39 OF DEEDS.

ALSO EXCEPTING SO PERCENT OF 100 PERCENT OF ALL OIL, GAS, MINERALS AND
OTHER HYDROCARBON SUBSTANCES, IN OR UNDERLYING SAID LAND, WITHOUT
RIGHT OF ENTRY FOR DEVELOPMENT OR GRADUATION THEREOF, AS RESERVED
BY FRANK OTTO OFFMAN, A SINGLE MAN, AND ROSE HOFFMAN, A SINGLE
WOMAN, IN DEED REGISTERED APRIL 3, 1951, AS DOCUMENT NO. 10337-T.

APN: 8202-033-01. 0 (PORTION)

PARCEL 2:

THAT PORTION OF LOT 439 IN TRACT NO. 606, IN THE CITY OF INDUSTRY,
COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON MAP
RECORDED IN BOOK 15 PAGE 142, ET SEQ., OF MAPS, IN THE OFFICE OF THE
COUNTY RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT IN THE SOUTHEASTERLY LINE OF SAID LOT 439, DISTANT
SOUTH 41 DEGREES 53 MINUTES WEST 144.81 FEET FROM THE MOST EASTERLY
CORNER OF SAID LOT; THENCE ALONG SAID SOUTHEASTERLY LINE SOUTH 41
DEGREES 53 MINUTES WEST 377.69 FEET; THENCE PARALLEL WITH THE
NORTHEASTERLY LINE OF SAID LOT, NORTH 48 DEGREES 07 MINUTES WEST
463.68 FEET; THENCE PARALLEL WITH SAID SOUTHEASTERLY LINE NORTH 41
DEGREES 53 MINUTES EAST 377.69 FEET; THENCE SOUTH 48 DEGREES 07 MINUTES
RBAST 463.68 FEET TO THE POINT OF BEGINNING.
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EXCEPTING THEREFROM THE "PRECIOUS METALS AND ORES THEREOEF" AS
EXCEPTED FROM THE PARTITION BETWEEN JOHN ROWLAND, SR. AND WILLIAM
WORKMAN, IN THE PARTITION DEED RECORDED IN BOOK 10, PAGE 39 OF DEEDS.

ALSO EXCEPTING 50 PERCENT OF I 00 PERCENT OF ALL OIL, GAS, MINERALS AND
OTHER HYDROCARBON SUBSTANCES, INOR UNDERLYING SAID LAND, WITHOUT
RIGHT OF ENTRY FOR DEVELOPMENT OF PRODUCTION THEREOF, AS RESERVED
BY FRANK OTTO OFFMAN, A SINGLE MAN, AND ROSE HOFFMAN, A SINGLE
WOMAN, IN DEED REGISTERED APRIL 3, 1951, AS DOCUMENT NO. 10337-T.

APN: 8202-033-010 (PORTION)
PARCEL 3:

AN EASEMENT FOR RAILROAD PURPOSES, APPURTENANT TO PARCELS 1 AND 2
OVER AND ACROSS THAT PORTION OF LOT 439 OF TRACT NO. 606, IN THE CITY OF
INDUSTRY, IN THE COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS PER
MAP RECORDED IN BOOK. 15 PAGE 142 OF MAPS, IN THE OFFICE OF THE COUNTY
RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT THE MOST EASTERLY CORNER OF SAID LOT; THENCE ALONG THE
NORTHEASTERLY LINE OF SAID LOT NORTH 48 DEGREES 07 MINUTES 00
SECONDS WEST 463.68 FEET; THENCE PARALLEL WITH THE SOUTHEASTERLY
LINE OF SAID LOT SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 20.00 FEET
TO THE TRUE POINT OF BEGINNING; THENCE CONTINUING ALONG SAID
PARALLEL LINE SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 740.06 FEET
TO A POINT IN A NONTANGENT CURVE CONCAVE TO THE NORTH HAYING A
RADIUS OF 393.00 FEET, A RADIAL LINE OF SAID CURVE THROUGH SAID POINT
BEARING SOUTH 31 DEGREES 27 MINUTES 44 SECONDS EAST; THENCE
SOUTHWESTERLY AND WESTERLY ALONG SAID CURVE THROUGH A CENTRAL
ANGLE OF 48 DEGREES 47 MINUTES 34 SECONDS, AN ARC DISTANCE OF 334.68
FEET TO A POINT IN A NONTANGENT LINE, SAID LINE BEING THE
SOUTHWESTERIY LINE OF SAID LOT 439 A RADIAL LINE OF SAID CURVE TO SAID
POINT BEARS SOUTH 17 DEGREES 19 MINUTES 50 SECONDS WEST; THENCE
ALONG SAID SOUTHWESTERLY LINE OF SAID LOT NORTH 50 DEGREES 00
MINUTES 53 SECONDS WEST 64.23 FEET TO A POINT IN A NONTANGENT CURVE
CONCENTRIC WITH AND NORTHERLY 20.00 FEET FROM LAST MENTIONED CURVE
CONCAVE NORTHERLY AND HAVING A RADIUS OF 373.00 FEET A RADIAL LINE OF
SAID CURVE TO SAID POINT BEARS SOUTH 26 DEGREES 28 MINUTES 27 SECONDS
WEST; THENCE EASTERLY AND NORTHEASTERLY ALONG SAID CURVE THROUGH
A CENTRAL ANGLE OF 74 DEGREES 35 MINUTES 27 SECONDS, A DISTANCE OF
485.59 FEET; THENCE TANGENT TO SAID CURVE ALONG A LINE PARALLEL WITH
THE SOUTHEASTERLY LINE OF SAID LOT NORTI .41 DEGREES 53 MINUTES 00
SECONDS EAST 257.56 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
NORTHWESTERLY AND HAVING A RADIUS OF 372.58 FEET, THENCE
NORTHEASTERLY ALONG SAID CURVE THROUGH A CENTRAL ANGLE OF 9
DEGREES 05 MINUTES 00 SECONDS, AN ARC DISTANCE OF 59.07 FEET; THENCE
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TANGENT TO SAID CURVE NORTH 32 DEGREES 48 MINUTES 00 SECONDS EAST 50.1
FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHEASTERLY
AND HAVINO A RADIUS OF 392.58 FEET; THENCE NORTHEASTERLY ALONG SAID
CURVE THROUGH A CENTRAL ANGLE OF 9 DEGREES 05 MINUTES 00 SECONDS, AN
ARC DISTANCE OF 62.24 FEET; THENCE TANGENT TO SAID CURVE AND ALONG A
LINE PARALLEL WITH THE SOUTHEASTERLY LINE OF SAID LOT NORTH 41
DEGREES 53 MINUTES 00 SECONDS EAST 99.67 FEET; THENCE PARALLEL WITH
SAID NORTHEASTERLY LINE SOUTH 48 DEGREES 07 MINUTES 00 SECONDS EAST
1.50 FEET; THENCE ALONG A LINE PARALLEL WITH THE SOUTHEASTERLY LINE
OF SAID LOT NORTH 41 DEGREES 53 MINUTES 00 SECONDS EAST 99.67 FEET;
THENCE PARALLEL WITH SAID NORTHEASTERLY LINE SOUTH 48 DEGREES 07
MINUTES 00 SECONDS EAST 19.50 FEET TO THE TRUE POINT OF BEGINNING.

PARCEL 4:

THAT PORTION OF LOT 439, TRACT 606 OF LA PUENTE, IN THE CITY OF INDUSTRY,
AS PER MAP RECORDED IN BOOK 15 PAGE 142 OF MAPS, IN THE OFFICE OF THE
COUNTY RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT THE MOST EASTERLY CORNER OF SAID LOT 439; THENCE ALONG
THE SOUTHEASTERLY LINE OF SAID LOT 439, SOUTH 41 DEGREES 53 MINUTES
WEST 144.81 FEET, THENCE PARALLEL WITH THE NORTHEASTERLY LINE OF SAID
LOT 439 NORTH 48 DEGREES 07 MINUTES WEST 375.61 FEET TO THE TRUE POINT
OF BEGINNING FOR THIS DESCRIPTION; THENCE CONTINUING ALONG SAID
PARALILEL LINE NORTH 48 DEGREES 07 MINUTES WEST 88.07 FEET; THENCE
PARALLET, WITH SAID SOUTHEASTERLY LINE SOUTH 41 DEGREES 53 MINUTES
WEST 855.31 FEET TO THE SOUTHWESTERLY LINE OF SAID LOT 439; THENCE
NORTH 50 DEGREES 04 MINUTES WEST 463.95 FEET TO THE MOST WESTERLY
CORNER OF SAID LOT 439; THENCE NORTH 41 DEGREES 53 MINUTES EAST 1015.91
FEET TO THE MOST NORTHERLY CORNER OF SAID LOT 439; THENCE SOUTH 48
DEGREES 07 MINUTES EAST 551.75 FEET TO A LINE WHICH HAS A BEARING
SOUTH 41 DEGREES 53 MINUTES WEST AND PASSES THROUGH THE TRUE POINT
OF BEGINNING; THENCE ALONG SAID LAST MENTIONED LINE SOUTII 41 DEGREES
53 MIN UTES 00 SECONDS WEST 144.81 FEET TO THE TRUE POINT OF BEGINNING;

EXCEPT THEREFROM TIHE "PRECIOUS METALS AND ORES THEREOF;" AS
EXCEPTED FROM THE PARTITION BETWEEN JOHN ROWLAND, SR. AND WILLIAM
WORKMAN IN THE PARTITION DEED RECORDED IN BOOK 10 PAGE 39 OF DEEDS.

APN: 8202-033-014
PARCEL 5:

AN EASEMENT FOR RAILROAD PURPOSES OVER AND ACORSS THAT PORTION OF
LOT 439, TRACT 606 IN THE CITY OF INDUSTRY, AS PER MAP RECORDED IN BOOK
15 PAGE 142 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID
COUNTY DESCRIBED AS FOLLOWS:
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BEGINNING AT THE MOST EASTERLY CORNER OF SAID LOT; THENCE ALONG THE
NORTHEASTERLY LINE OF SAID LOT, NORTH 48 DEGREES 07 MINUTES 00
SECONDS WEST 463.68 FEET; THENCE PARALLEL WITH THE SOUTHEASTERLY
LINE OF SAID LOT SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 247.37 FEET
TO THE TRUE POINT OF BEGINNING OF THIS DESCRIPTION; THENCE CONTINUING
ALONG SAID PARALLEL LINE SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST
512.70 FEET TO A POINT IN A NONTANGENT CURVE CONCAVE NORTHWEST
HAVING A RADIUS OF 393 FEET, A RADIAL LINE OF SAID CURVE THROUGH SAID
POINT BEARING SOUTH 31 DEGREES 27 MINUTES 44 SECONDS EAST; THENCE
NORTHEASTERLY ALONG SAID CURVE THROUGH A CENTRAL ANGLE OF 16
DEGREES 39 MINUTES 16 SECONDS AN ARC DISTANCE OF 114.24 FEET; THENCE
TANGENT TO SAID CURVE NORTH 41 DEGREES 53 MINUTES OO-SECONDS EAST
257.56 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
NORTHWESTERLY AND HAYING A RADIUS OF 392.58 FEET; THENCE
NORTHEASTERLY ALONG SAID CURVE THROUGH A CENTRAL ANGLE OF 9
DEGRELS 05 MINUTES 00 SECONDS AN ARC DISTANCE OF 62.24 FEET; THENCE
TANGENT TO SAID CURVE NORTH 32 DEGREES 48 MINUTES 00 SECONDS EAST
50,00 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
SOUTHEASTERIY AND HAVING A RADIUS OF 372.58 FEET, THENCE
NORTHEASTERIY ALONG SAID CURVE THROUGH A CENTRAL ANGLE OF 4
DEGREES 49 MINUTES 12 SECONDS AN ARC DISTANCE OF 34.79 FEET TO THE
TRUE POINT OF BEGINNING OF THIS DESCRIPTION.

PARCEL 6:

AN EASEMENT FOR SIDE YARD CLEARANCE OVER AND CROSS THAT PORTION OF
LOT 439, TRACT 606 IN THE CITY OF INDUSTRY, AS PER MAP RECORDED IN BOOK
15 PAGE 142 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID
COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT THE MOST EASTERLY CORNER OF SAID LOT 439; THENCE ALONG
THE NORTHEASTERLY LINE OF SAID ILOT NORTH 48 DEGREES 07 MINUTES 00
SECONDS WEST 463.68 FEET; THENCE PARALLEL WITH THE SOUTHEASTERLY
LINE OF SAID LOT SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 537.81 FEET
TO THE TRUE POINT OF BEGINNING; THENCE ALONG SAID PARALLEL LINE
SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 300.00 FEET; THENCE SOUTH
48 DEGREES 07 MINUTES 00 SECONDS EAST 16.00 FEET; THENCE NORTH 41
DEGREES 53 MINUTES 00 SECONDS EAST 151.98 FEET; THENCE SOUTH 48 DEGREES
07 MINUTES 00 SECONDS EAST 40.50 FEET; THENCE NORTH 41 DEGREES 53
MINUTES 00 SECONDS EAST 148.02 FEET; THENCE NORTH 48 DEGREES 07 MINUTES
00 SECONDS WEST 56.50 FEET TO THE TRUE POINT OF BEGINNING.

Assessor's Parcel No: 8202-033-010 and 8202-033-014
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EXHIBIT “B”

SCHEDULE OF PERFORMANCE

Activity
Initial Deposit

Additional Deposit

Close of Escrow

Developer Submits Development Plans for
Improvements

Developer Completes Construction of
Improvements

Issuance of Certificate of Completion. Upon
completion of construction in conformance
with Agreement, the Agency Executive
Director or designee shall issue a Cerfificate
of Completion for the Improvements.

Time Frame
Concurrently with Letter of Intent
Concurrently with Opening of Escrow

Within 15 days after the end of the Due
Diligence Period

Within 12 months after the Close of Escrow

550 days after the Plans have been approved
and the building permit is ready to be issued.

Prompitly after Agency receives written
request from Developer if all requirements of
the Agreement have been satisfied
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EXHIBIT “C”
FORM OF GRANT DEED
RECORDING REQUESTED BY:
FIRST AMERICAN TITLE INSURANCE COMPANY
AND WHEN RECORDED RETURN TO:

Successor Agency fo the

Industry Urban-Development Agency
15625 East Stafford Street, Suite 100
City of Industry, California 91744
Attention: Diane Schlichting

[The undersigned declares that this Grant Deed is exempt from Recording Fees pursuant to
California Government Code Section 27383 ]

GRANT DEED

Documentary Transfer Tax: §

THE UNDERSIGNED GRANTOR DECLARES:

FOR VALUABRLE CONSIDERATION, the receipt of which is hereby acknowledged,
the SUCCESSOR AGENCY TO THE INDUSTRY URBAN-DEVELOPMENT AGENCY,
a public body corporate and politic (the “Grantor”), hereby grants to FOX LUGGAGE INC.,, a
California corporation (the “Grantee”), that certain real property described in Exhibit A attached
hereto (the “Site”) and incorporated herein by this reference, together with all of Grantor’s right
title and interest in and to all easements, privileges and rights appurtenant to the Site.

This Grant Deed of the Site is subject to the provisions of a Purchase Agreement [125
North Orange Avenue] (the “Agreement”) entered into by and between the Grantor and Grantee
dated as of , 2016, the terms of which are incorporated herein by reference.
A copy of the Agreement is available for public inspection at the offices of the Grantor located at
15625 East Stafford Street, Suite 100, City of Industry, California 91744. The Site is conveyed
further subject to all easements, rights of way, covenants, conditions, restrictions, reservations
and all other matters of record, and the following conditions, covenants and agreements.

1. Subject to the provisions of Section 5.6 of the Agreement, the Site as described in
Exhibit A is conveyed subject to the condition that the Grantee covenants and agrees for itself,
and its successors and its assigns, that the Grantee, such successors, and such assignees shall use
the Site, and every part thereof, only for the construction of certain improvements thereon as
described in the Agreement and thereafter for any use allowed under applicable law. The
Grantor shall have the right to assign all of its rights and benefits hereunder to the City of
Industry, California (“City”). As provided in Section 5.7 of the Agreement, upon the violation
or failure of the foregoing covenant, the City shall have the option to purchase and take
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possession of the Site from the Grantee or its successors and assigns; provided, however, that the
City’s option to purchase and take possession of the Site shall not arise unless and until the
Grantor gives the Grantee written notice thereof specifying the particular failure or violation in
the manner and time period provided in Section 5.7 of the Agreement and, at the expiration of
the cure period specified in Section 5.7 of the Agreement, the failure has not been remedied or
the viclation has not ceased.

2. The Site is conveyed subject to the condition that:

(a) The Grantee covenants and agrees for itself, its successors and assigns,
and every successor in interest to the Site, that after completion of the Project (as defined in the
Agreement), the Grantee and the Grantee’s transferees, successors and assigns, shall maintain the
Site and the Project (including landscaping) in a commercially reasonable condition and repair
for a period of fifteen (15) years, and following construction of certain improvements thereon
shall use the Site for any such uses as are allowed under applicable law.

(b) The Grantee covenants by and for himself or herself, his or her heirs,
executors, administrators and assigns, and all persons claiming under or through them, that there
shall be no discrimination against or segregation of, any person or group of persons on account
of any basis listed in subdivision (a) or (d) of Section 12955 of the California Government Code,
as those bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the California Government Code, in
the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of the premises herein
conveyed, nor shall the Grantee himself or herself, or any person claiming under or through him
or her, establish or permit any 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 premises herein conveyed.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.

3. All deeds, leases or contracts entered into with respect to the Property shall
contain or be subject to substantially the following nondiscrimination/nonsegregation clauses:

(a) In deeds: “The Grantee herein covenants by and for himself or herself, his
or her heirs, executors, administrators and assigns, and all persons claiming under or through
them, that there shall be no discrimination against or segregation of, any person or group of
persons on account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Government Code, in the sale, lease, sublease, transfer, use, occupancy, tenure or enjoyment of
the premises herein conveyed, nor shall the Grantee himself or herself, or any person claiming
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under or through him or her, establish or permit any 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 premises herein conveyed. The foregoing
covenants shall run with the land.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4,51.10,51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (o) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.” :

(b)  Inleases: “The lessee herein covenants by and for himself or herself, his
or her heirs, executors, administrators and assigns, and all persons claiming under or through him
or her, and this lease is made and accepted upon and subject to the following conditions: That
there shall be no discrimination against or segregation of any person or group of persons, on
account of any basis listed in subdivision (a) or (d) of Section 12955 of the California
Government Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and
paragraph (1) of subdivision (p) of Section 12955, and Section 12955.2 of the California
Government Code, in the leasing, subleasing, transferring, use or occupancy, tenure or
enjoyment of the premises herein leased nor shall the lessee himself or herself, or any person
claiming under or through him or her, 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 premises herein leased.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4,51.10,51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (n), (o) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

(c) In contracts: “The contracting party or parties hereby covenant by and for
himself or herself and their respective successors and assigns, that there shall be no
discrimination against or segregation of any person or group of persons, on account of any basis
listed in subdivision (a) or (d) of Section 12955 of the California Government Code, as those
bases are defined in Sections 12926, 12926,1, subdivision (m) and paragraph (1) of subdivision
(p) of Section 12955, and Section 12955.2 of the California Government Code, in the sale, lease,
sublease, transfer, use, occupancy, tenure or enjoyment of the premises, nor shall the confracting
party or parties, any subcontracting party or parties, or their respective assigns or transferees,
establish or permit any such practice or practices of discrimination or segregation.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in
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said paragraph shall be construed to affect Sections 5 1.2,51.3,51.4,51.10,51.11, and 799.5 of
the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51
and Section 1360 of the California Civil Code and subdivisions (1), (o} and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

4, All covenants and agreements contained in this Grant Deed shall run with the land
and shall be binding for the benefit of Grantor and its successors and assigns and such covenants
shall run in favor of the Grantor and for the entire period during which the covenants shall be in
force and effect as provided in the Agreement, without regard to whether the Grantor isor
remains an owner of any land or interest therein to which such covenants relate. The Grantor, in
the event of any breach of any such covenants, shall have the right to exercise all of the rights
and remedies provided herein or otherwise available, and to maintain any actions at law or suits
in equity or other property proceedings to enforce the curing of such breach. The covenants
contained in this Grant Deed shall be for the benefit of and shall be enforceable only by the
Grantor and its successors and assigns.

5. The covenants contained in Paragraphs 2 and 3 of this Grant Deed shall remain in
effect in perpetuity except as otherwise expressly set forth therein.

6. This Grant Deed may be executed simultaneously in one or more counterparts,
cach of which shall be deemed an original, but all of which together shall constitute one and the
same instrument.

[Signatures appear on next page. |




IN WITNESS WHEREOF, Grantor and Grantee have caused this Grant Deed to be
executed and notarized as of this day of .20 .

GRANTOR:

ATTEST:

Diane Schlichting, Agency Secretary

SUCCESSOR AGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY

By:

Name:

Title:

GRANTEE:

FOX LUGGAGE INC,,
a California corporation

By:

Name:

Title:
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A Notary Public or other officer completing this certificate
verifies only the ideniity of the individual who sigred the
document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document,

State of California )
County of Los Angeles )
On ‘ , before me, “ ,

(insert name and title of the officer)
Notary Public, personally appeared
who 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 behaif of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)

A Notary Public or other afficer completing this certificate
verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the
truthfillness, aceuracy, or validity of that document.

State of California )
County of Los Angeles )
On , before me, ,
(insert name and title of the officer)
Notary Public, personally appeared ,

who 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 instrament.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS. my hand and official seal.

Signature (Seal)
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Exhibit A
LEGAL DESCRIPTION
PARCEL I

THAT PORTION OF LOT 439 OF TRACT NO. 606, IN THE CITY OF INDUSTRY,
COUNTY OF LLOS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON MAP
RECORDED IN BOOK 15, PAGES 142 ET. SEQ., OF MAPS, IN THE OFFICE OF THE
COUNTY RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT IN THE SOUTHEASTERLY LINE OF SAID LOT 439, DISTANT
SOUTH 41 DEGREES 53 MINUTES WEST 522.50 FEET FROM THE MOST EASTERLY
CORNER OF SAID 1,OT; THENCE PARALLEL WITH THE NORTHEASTERLY LINE OF
SAID LOT, NORTH 48 DEGREES 07 MINUTES WEST 463.68 FEET, THENCE PARALLEL
WITH THE SOUTHEASTERLY LINE OF SAID LOT, SOUTH 41 DEGREES 53 MINUTES
WEST 477.62 FEET TO THE SOUTHWESTERLY LINE OF SAID LOT; THENCE SOUTH
50 DEGREES 04 MINUTES EAST 463.95 FEET TO THE SOUTHERLY CORNER OF SAID
LOT; THENCE NORTH 41 DEGREES 53 MINUTES EAST 461.84 FEET TO THE POINT OF
BEGINNING.

EXCEPTING THEREFROM THE "PRECIOUS METALS AND ORES THEREOF' AS
EXCEPTED FROM THE PARTITION BETWEEN JOIHN ROWLAND, SR. AND WILLIAM
WORKMAN, IN THE PARTITION DEED RECORDED IN BOOK 10, PAGE 39 OF DEEDS.

ALSO EXCEPTING SO PERCENT OF 100 PERCENT OF ALL OIL, GAS, MINERALS AND
OTHER HYDROCARBON SUBSTANCES, IN OR UNDERLYING SAID LAND, WITHOUT
RIGHT OF ENTRY FOR DEVELOPMENT OR GRADUATION THEREOF, AS RESERVED
BY FRANK OTTO OFFMAN, A SINGLE MAN, AND ROSE HOFFMAN, A SINGLE
WOMAN, IN DEED REGISTERED APRIL 3, 1951, AS DOCUMENT NO. 10337-T.

APN: 8202-033-010 (PORTION)
PARCEL 2:

THAT PORTION OF LOT 439 IN TRACT NO. 606, IN THE CITY OF INDUSTRY,
COUNTY OF 1,OS ANGELES, STATE OF CALIFORNIA, AS SHOWN ON MAP
RECORDED IN BOOK 15 PAGE 142, ET SEQ., OF MAPS, IN THE OFFICE OF THE
COUNTY RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT A POINT IN THE SOUTHEASTERLY LINE OF SAID LOT 439, DISTANT
SOUTH 41 DEGREES 53 MINUTES WEST 144.81 FEET FROM THE MOST EASTERLY
CORNER OF SAID LOT; THENCE ALONG SAID SOUTHEASTERLY LINE SOUTH 41
DEGREES 53 MINUTES WEST 377.69 FEET; THENCE PARALLEL WITH THE
NORTHEASTERLY LINE OF SAID LOT, NORTIH 48 DEGREES 07 MINUTES WEST

463 .68 FEET; THENCE PARALLEL WITH SAID SOUTHEASTERLY LINE NORTH 41
DEGREES 53 MINUTES EAST 377.69 FEET, THENCE SOUTH 48 DEGREES 07 MINUTES
EAST 463.68 FEET TO THE POINT OF BEGINNING.

C-7




EXCEPTING THEREFROM THE "PRECIOUS METALS AND ORES THEREOF" AS
EXCEPTED FROM THE PARTITION BETWEEN JOHN ROWLAND, SR. AND WILLIAM
WORKMAN, IN THE PARTITION DEED RECORDED IN BOOK 10, PAGE 39 OF DEEDS.

ALSO EXCEPTING 50 PERCENT OF 100 PERCENT OF ALL OIL, GAS, MINERALS AND
OTHER HYDROCARBON SUBSTANCES, INOR UNDERLYING SAID LAND, WITHOUT
RIGHT OF ENTRY FOR DEVELOPMENT OF PRODUCTION THEREOF, AS RESERVED
BY FRANK. OTTO OFFMAN, A SINGLE MAN, AND ROSE HOFFMAN, A SINGLE
WOMAN, IN DEED REGISTERED APRIL 3, 1951, AS DOCUMENT NO. 10337-T.

APN: 8202-033-010 (PORTION)
PARCEL 3:

AN EASEMENT FOR RAILROAD PURPOSES, APPURTENANT TO PARCELS 1 AND 2
OVER AND ACROSS THAT PORTION OF LOT 439 OF TRACT NO. 606, IN THE CITY OF
INDUSTRY, IN THE COUNTY OF LOS ANGELES, STATE OF CALIFORNIA, AS PER
MAP RECORDED IN BOOK 15 PAGE 142 OF MAPS, IN THE OFFICE OF THE COUNTY
RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS:

REGINNING AT THE MOST EASTERLY CORNER OF SAID LOT; THENCE ALONG THE
NORTHEASTERLY LINE OF SAID LOT NORTH 48 DEGREES 07 MINUTES 00
SECONDS WEST 463.68 FEET; THENCE PARALLEL WITH THE SOUTHEASTERLY
LINE OF SAID LOT SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 20.00 FEET
TO THE TRUE POINT OF BEGINNING; THENCE CONTINUING ALONG SAID
PARALLEIL LINE SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 740.06 FEET
TO A POINT IN A NONTANGENT CURVE CONCAVE TO THE NORTH HAYING A
RADIUS OF 393.00 FEET, A RADIAL LINE OF SAID CURVE THROUGH SAID POINT
BEARING SOUTH 31 DEGREES 27 MINUTES 44 SECONDS EAST; THENCE
SOUTHWESTERLY AND WESTERLY ALONG SAID CURVE THROUGH A CENTRAL
ANGLE OF 48 DEGREES 47 MINUTES 34 SECONDS, AN ARC DISTANCE OF 334.68
FEET TO A POINT IN A NONTANGENT LINE, SAID LINE BEING THE
SOUTHWESTERLY LINE OF SAID LOT 439 A RADIAL LINE OF SAID CURVE TO SAID
POINT BEARS SOUTH 17 DEGREES 19 MINUTES 50 SECONDS WEST; THENCE
ALONG SAID SOUTHWESTERLY LINE OF SAID LOT NORTH 50 DEGREES 00
MINUTES 53 SECONDS WEST 64.23 FEET TO A POINT IN A NONTANGENT CURVE
CONCENTRIC WITH AND NORTHERLY 20.00 FEET FROM LAST MENTIONED CURVE
CONCAVE NORTHERLY AND HAVING A RADIUS OF 373.00 FEET A RADIAL LINE or
SATD CURVE TO SAID POINT BEARS SOUTH 26 DEGREES 28 MINUTES 27 SECONDS
WEST; THENCE EASTERLY AND NORTHEASTERLY ALONG SAID CURVE THROUGH
A CENTRAL ANGLE OF 74 DEGREES 35 MINUTES 27 SECONDS, A. DISTANCE OF
485.59 FEET; THENCE TANGENT TO SAID CURVE ALONG A LINE PARALLEL WITH
THE SOUTHEASTERLY LINE OF SAID LOT NORTH .41 DEGREES 53 MINUTES 00
SECONDS EAST 257.56 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
NORTUWESTERLY AND HAVING A RADIUS OF 372.58 FEET; THENCE
NORTHEASTERLY ALONG SAID CURVE THROUGH A CENTRAL ANGLE OF 9
DEGREES 05 MINUTES 00 SECONDS, AN ARC DISTANCE OF 59.07 FEET; THENCE
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TANGENT TO SAID CURVE NORTII 32 DEGREES 48 MINUTES 00 SECONDS EAST 50.1
FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE SOUTHEASTERLY
AND HAVINO A RADIUS OF 392.58 FEET; THENCE NORTHEASTERLY ALONG SAID
CURVE THROUGH A CENTRAL ANGLE OF 9 DEGREES 05 MINUTES 00 SECONDS, AN
ARC DISTANCE OF 62.24 FEET; THENCE TANGENT TO SAID CURVE AND ALONG A
LINE PARALLEL WITH THE SOUTHEASTERLY LINE OF SAID LOT NORTH 41
DEGREES 53 MINUTES 00 SECONDS EAST 99.67 FEET; THENCE PARALLEL WITH
SAID NORTHEASTERLY LINE SOUTH 48 DEGREES 07 MINUTES 00 SECONDS EAST
1.50 FEET: THENCE ALONG A LINE PARALLEL WITH THE SOUTHEASTERLY LINE
OF SAID LOT NORTH 41 DEGREES 53 MINUTES 00 SECONDS EAST 99.67 FEET,;
THENCE PARALLEL WITH SAID NORTHEASTERLY LINE SOUTH 48 DEGREES 07
MINUTES 00 SECONDS EAST 19.50 FEET TO THE TRUE POINT OF BEGINNING.

PARCEL 4:

THAT PORTION OF LOT 439, TRACT 606 OF LA PUENTE, IN THE CITY OF INDUSTRY,
AS PER MAP RECORDED IN BOOK 15 PAGE 142 OF MAPS, IN THE OFFICE OF THE
COUNTY RECORDER OF SAID COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT THE MOST EASTERLY CORNER OF SAID LOT 439; THENCE ALONG
THE SOUTHEASTERLY LINE OF SAID 1.OT 439, SOUTH 41 DEGREES 53 MINUTES
WEST 144.81 FEET; THENCE PARALLEL WITH THE NORTHEASTERLY LINE OF SAID
LOT 439 NORTH 48 DEGREES (07 MINUTES WEST 375.61 FEET TO TIHE TRUE POINT
OF BEGINNING FOR THIS DESCRIPTION; THENCE CONTINUING ALONG SAID
PARALLEL LINE NORTH 48 DEGREES 07 MINUTES WEST 88.07 FEET; THENCE
PARALLEL WITH SAID SOUTHEASTERLY LINE SOUTH 41 DEGREES 53 MINUTES
WEST 855.31 FEET TO THE SOUTHWESTERLY LINE OF SAID LOT 439; THENCE
NORTH 50 DEGREES 04 MINUTES WEST 463,95 FEET TO THE MOST WESTERLY
CORNER. OF SAID LOT 439; THENCE NORTH 41 DEGREES 53 MINUTES EAST 1015.91
FEET TO THE MOST NORTHERLY CORNER OF SAID LOT 439; THENCE SOUTH 48
DEGREES 07 MINUTES EAST 551.75 FEET TO A LINE WHICH HAS A BEARING
SOUTH 41 DEGREES 53 MINUTES WEST AND PASSES THROUGH THE TRUE POINT
OF BEGINNING; THENCE ALONG SAID LAST MENTIONED LINE SOUTH 41 DEGREES
53 MIN UTES 00 SECONDS WEST 144.81 FEET TO THE TRUE POINT OF BEGINNING;

EXCEPT THEREFROM THE "PRECIOUS METALS AND ORES THEREOF;" AS
EXCEPTED FROM THE PARTITION BETWEEN JOHN ROWLAND, SR. AND WILLIAM
WORKMAN IN THE PARTITION DEED RECORDED IN BOOK 10 PAGE 39 OF DEEDS.

APN: 8202-033-014

PARCEL 5:

AN EASEMENT FOR RAILROAD PURPOSES OVER AND ACORSS THAT PORTION OF
IOT 439, TRACT 606 IN THE CITY OF INDUSTRY, AS PER MAP RECORDED IN BOOK
15 PAGE 142 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID
COUNTY DESCRIBED AS FOLLOWS:




BEGINNING AT THE MOST EASTERLY CORNER OF SAID LOT; THENCE ALONG THE
NORTHEASTERLY LINE OF SAID LOT, NORTH 48 DEGREES 07 MINUTES 00
SECONDS WEST 463.68 FEET; THENCE PARALLEL WITH THE SOUTHEASTERLY
LINE OF SAID L.OT SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 247.37 FEET
TO THE TRUE POINT OF BEGINNING OF THIS DESCRIPTION; THENCE CONTINUING
ALONG SAID PARALLEL LINE SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST
512.70 FEET TO A POINT IN A NONTANGENT CURVE CONCAVE NORTHWEST
HAVING A RADIUS OF 393 FEET, A RADIAL LINE OF SAID CURVE THROUGH SAID
POINT BEARING SOUTH 31 DEGREES 27 MINUTES 44 SECONDS EAST; THENCE
NORTHEASTERLY ALONG SAID CURVE THROUGH A CENTRAL ANGLE OF 16
DEGREES 39 MINUTES 16 SECONDS AN ARC DISTANCE OF 114.24 FEET; THENCE
TANGENT TO SAID CURVE NORTH 41 DEGREES 53 MINUTES O0-SECONDS EAST
257.56 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
NORTHWESTERLY AND HAYING A RADIUS OF 392.58 FEET; THENCE
NORTHEASTERLY ALONG SAID CURVE THROUGH A CENTRAL ANGLE OF 9
DEGREES 05 MINUTES 00 SECONDS AN ARC DISTANCE OF 62.24 FEET; THENCE
TANGENT TO SAID CURVE NORTH 32 DEGREES 48 MINUTES 00 SECONDS EAST
50.00 FEET TO THE BEGINNING OF A TANGENT CURVE CONCAVE
SOUTHEASTERLY AND HAVING A RADIUS OF 372.58 FEET; THENCE
NORTHEASTERLY ALONG SAID CURVE THROUGH A CENTRAL ANGLE OF 4
DEGREES 49 MINUTES 12 SECONDS AN ARC DISTANCE OF 34.79 FEET TO THE
TRUE POINT OF BEGINNING OF THIS DESCRIPTION.

PARCEL 6:

AN EASEMENT FOR SIDE YARD CLEARANCE OVER AND CROSS THAT PORTION OF
LOT 439, TRACT 606 IN THE CITY OF INDUSTRY, AS PER MAP RECORDED IN BOOK
{5 PAGE 142 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SAID
COUNTY, DESCRIBED AS FOLLOWS:

BEGINNING AT THE MOST EASTERLY CORNER OF SAID LOT 439; THENCE ALONG
THE NORTHEASTERLY LINE OF SAID LOT NORTH 48 DEGREES 07 MINUTES 00
SECONDS WEST 463.68 FEET; THENCE PARALLEL WITH THE SOUTHEASTERLY
LINE OF SAID LOT SOUTH 41 DEGREES 53 MINUTES 00 SECONDS WEST 537.81 FEET
TO THE TRUE POINT OF BEGINNING; THENCE ALONG SAID PARALLEL LINE
SOUTI 41 DEGREES 53 MINUTES 00 SECONDS WEST 300.00 FEET; THENCE SOUTH
48 DEGREES 07 MINUTES 00 SECONDS EAST 16.00 FEET; THENCE NORTH 41
DEGREES 53 MINUTES 00 SECONDS EAST 151.98 FEET; THENCE SOUTH 48 DEGREES
07 MINUTES 00 SECONDS EAST 40.50 FEET; THENCE NORTH 41 DEGREES 53
MINUTES 00 SECONDS FEAST 148.02 FEET; THENCE NORTH 48 DEGREES 07 MINUTES
00 SECONDS WEST 36.50 FEET TO THE TRUE POINT OF BEGINNING.

Assessor's Parcel No: 8202-033-010 and 8202-033-014
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EXHIBIT “D”
IMPROVEMENTS

Fox Luggage Inc. is a producer and importer of luggage and bags. Fox Luggage Inc. proposes to
use approximately 50% of the Property to construct an 80,500 squate-foot industrial bulding for
warehousing, disttibution, and office use. '




EXHIBIT “E”
FORM OF CERTIFICATE OF COMPLETION
RECORDING REQUESTED BY:
First American Title Insurance Company
AND WHEN RECORDED RETURN TO:

Successor Agency to the

Industry Urban-Development Agency
15625 East Stafford Street, Suite 100
City of Industry, California 91744
Attention: Diane Schlichting

[The undersigned declares that this Certificate of Completion is exempt from Recording Fees
pursuant to California Government Code Section 27383]

CERTIFICATE OF COMPLETION

, This Certificate of Completion is given this day of , 20, with reference to
the following matters:

A. The SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, a public body corporate and politic (the “Agency”’) and FOX
LUGGAGE INC., a California corporation (the “Developer”) entered into a certain Purchase
Agreement [125 North Orange Avenue] dated as of , 2016 (the
“Agreement”), which Agreement provides, in Section 3.7 thereof, that the Agency shall furnish
the Developer with a Certificate of Completion upon satisfactory completion of the
Improvements (as deseribed in the Agreement) on the real property described therein as the
Property (the “Site”), which certificate shall be in such form as to permit it to be recorded in the
Recorder’s Office of Los Angeles County; and

B. The Certificate of Completion shall be conclusive determination of satisfactory
completion of the construction of Improvements required with respect to the Site; and

C. The Agency has determined that the construction of the Improvements has been
satisfactorily performed; and

NOW, THEREFORE, the parties to this instrument hereby provide as follows:

1. As provided in the Agreement, the Agency does hereby certify that the
construction of the Improvements on the Site has been satisfactorily performed and completed.

2. This Certificate shall not constitute evidence of compliance with or satisfaction of
any obligation of the Developer to any holder of a mortgage, or deed of trust or any insurer of a
mortgage, or deed of trust securing money loaned to finance the improvements or any part
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thereof, nor does it constitute evidence of payment of any promissory note or performance of any
deed of trust provided by the Developer to the Agency under the Agreement or otherwise.

N WITNESS WHEREOF, the Agency has executed this Certificate of Completion as of
the day and year first above written.

SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY

By:
Name:
Title:

ATTEST:

Agency Secretary
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A Notary Public or other officer completing this certificate
verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the
truthfulness, accuracy, or validity of that document,

State of California )
County of Los Angeles )
On , before me,

{insert name and title of the officer)

Notary Public, personally appeared ,
who 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), ot the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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EXHIBIT “F”
LIST OF ENVIRONMENTAL DOCUMENTS

. Phase I Environmental Site Assessment and Document Review prepared by Ninyo and
Moore

Asbestos and Lead-Based Paint Survey prepared by Ninyo and Moore

Subsurface Assessment Report prepared by Ninyo and Moore
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OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY

ITEM NO. 5.6




r\B VARNERGBRANDT.

CLIENT MEMORANDUM

TO: OVERSIGHT BOARD OF THE SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY
FROM: VARNER & BRANDT LLP

SUBJECT: TRANSMITTAL OF AUGUST 2, 2016 OVERSIGHT BOARD MEETING AGENDA ITEM #5.6
DATE: JULY 26, 2016

The following memorandum provides the members of the Oversight Board (“Oversight
Board”) to the Successor Agency to the Industry Urban-Development Agency (“Successor
Agency”) with pertinent information in order for each Board Member to make an informed
decision on the matters before the Oversight Board.

Agenda Item No.: 5.6

Subject: Approval of Purchase and Sale Agreement; Disposition of Property. Approval of
the Successor Agency’s execution of a purchase and sale agreement with Bluesky Investments
LLC, a California limited liability company (the “Purchaser”).

Request by Successor Agency: Successor Agency requests that the Oversight Board approve the
execution of a purchase and sale agreement with the Purchaser concerning the sale and disposition
of certain real property located at 19835 East Walnut Drive North, City of Industry (the “Property™)
and identified as Asset No. 5 in the Successor Agency’s approved long-range property
management plan (“LRPMP”).

Legislative Authority of the Oversight Board:

I California Health and Safety Code Section 34177(e): The Successor Agency must dispose
of assets and properties of the former redevelopment agency as directed by the Oversight
Board; provided, however that the Oversight Board may direct the Successor Agency to
transfer ownership of certain assets pursuant to Section 34181(a). The disposal of the
assets and properties is to be completed expeditiously and in a manner aimed at maximizing
value.

2. California Health and Safety Code Section 34177(h): The Successor Agency must
expeditiously wind down the affairs of the Former Agency in accordance with the direction
of the Oversight Board.

- California Health and Safety Code Section 34181 (a): The Oversight Board must direct the
Successor Agency to dispose of all assets and properties of the former redevelopment



agency; provided, however that the Oversight Board may instead direct the Successor
Agency to transfer ownership of those assets constructed and used for a governmental
purpose, such as roads, school buildings, parks, police and fire stations, libraries, parking
facilities and lots dedicated solely to public parking and local agency administrative
buildings, to the appropriate public jurisdiction pursuant to any existing agreements
relating to this construction or use of such an asset. The Successor Agency must dispose
of assets and property expeditiously and in a manner aimed at maximizing value.

4. California Health and Safety Code Section 34191.3: The disposition authority of the
Successor Agency and the Oversight Board under Sections 34177(e) and 34181(a),
respectively, is suspended, except as to transfers for governmental use, until the
Department of Finance has approved a long-range property management plan, at which
point the long-range property management plan will govern the disposition and use of real
property assets of the former redevelopment agency.

Application: 'The Successor Agency must dispose of assets and properties of the former
redevelopment agency in accordance with the direction of the Oversight Board. (HSC Sections
34177(e), 34181(a).) Approval of the Successor Agency’s LRPMP occurred on February 21,
2014. The LRPMP identifies the Property as a “For Sale” property. Any disposition of property,
whether governmental purpose or otherwise, must be done expeditiously and in a manner aimed
at maximizing value. (HSC Sections 34177(e), 34181(a))

The Property is identified as Property No. 5 on the LRPMP and consists of approximately 1.75
acres, improved by a 42,893 square foot industrial warehouse building. The Property is currently
unoccupied, but was previously leased by Skyscraper Brewery. The Property is within the M
(industrial) zone, which limits use to general industrial manufacturing and warehousing and certain
agricultural uses. The Property is subject to various easements, including a temporary construction
easement that encumbers the majority of the paved parking area at the front of the building.

The Successor Agency originally retained R.P. Laurain & Associates (“Appraiser”) to determine
the value of the Property. An appraisal was conducted on August 5, 2014 and a corresponding
appraisal report prepared by the Appraiser. A copy of the appraisal report was previously provided
to each member of the Oversight Board. The Appraiser determined the market value of the
Property to be $4,000,000.

Jim Rabe of Keyser Marston was provided with a copy of the appraisal report for review and
comment. Since the appraisal was conducted nearly two years ago, the Oversight Board members
may consider discussing and/or requesting an update from Successor Agency staff regarding
whether there have been any changes to the Property that may warrant an updated appraisal.

The Purchaser submitted an offer to acquire the Property for $4,500,000.00, which is greater than
the Appraiser’s determination of the fair market value. The Purchaser submitted an initial
$100,000 deposit with its bid for the Property. The proposed Purchase Agreement provides that
within 10 days of opening escrow an additional deposit of $350,000 is required, which deposit,
together with the initial deposit, shall be non-refundable 30 days after opening escrow. The terms
of the proposed agreement require the Purchaser to reimburse the Successor Agency for the costs




associated with the appraisal of the Property and the Successor Agency’s legal fees, not to exceed
$15,000.00. The Purchaser is provided with a 10 day due diligence period and the closing of the
transaction will occur 30 days thereafter. The sale of the Property is made on an “AS IS” basis and
includes a full release of claims and indemnity naming the Successor Agency and the Oversight
Board.




RESOLUTION NO. OB 2016-20

A RESOLUTION OF THE OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY TO THE INDUSTRY URBAN-
DEVELOPMENT AGENCY, THE FORMER
REDEVELOPMENT AGENCY OF THE CITY OF
INDUSTRY, APPROVING AND AUTHORIZING THE
EXECUTION OF A PURCHASE AND SALE AGREEMENT
FOR THE SALE AND DISPOSITION OF CERTAIN REAL
PROPERTY LOCATED AT 19835 EAST WALNUT DRIVE
NORTH, CITY OF INDUSTRY, CALIFORNIA

WHEREAS, the Successor Agency to the Industry Urban-Development Agency was
formed in accordance with California Health and Safety Code Section 34173 (“Successor
Agency”), and

WHEREAS, the Oversight Board (“Oversight Board”) of the Successor Agency was
established pursuant to California Health and Safety Code Section 34179; and

WHEREAS, the Successor Agency must dispose of assets and properties of the former
redevelopment agency as directed by the Oversight Board pursuant to California Health and Safety
Code Section 34177(e); and

WHEREAS, the Oversight Board must direct the Successor Agency to dispose of all assets
and properties of the former redevelopment agency pursuant to California Health and Safety Code
Section 34181(a); and

WHEREAS, the Successor Agency is not permitted to dispose of any real property assets of
the former redevelopment agency, except governmental use assets, until the Department of Finance
(“DOF”) approves the Successor Agency’s long-range property management plan (“LRPMP”)
pursuant to California Health and Safety Code Section 34191.3; and

WHEREAS, on February 21, 2014, the DOF issued an approval notice approving the
Successor Agency’s LRPMP (“Determination Letter”); and

WHEREAS, upon receiving DOF approval of the LRPMP, the LRPMP governs and
supersedes all other provisions relating to the disposition and use of real property assets of the
former redevelopment agency pursuant to California Health and Safety Code Section 34191.3; and

WHEREAS, the Successor Agency owns certain real property located at 19835 East
Walnut Drive North, City of Industry, which property is identified on the LRPMP as Property No.
5 as a “for sale” property (the “Property™); and

WHEREAS, the Successor Agency intends to sell the Property to Bluesky Investment
LLC, a California limited liability company (“Purchaser”) for a purchase price of $4,500,000.00,
which represents an amount greater than the fair market value of the Property, as determined by
an appraisal performed by R.P. Laurain & Associates on August 5, 2014, and




WHEREAS, the sale of the Property by Successor Agency to the Purchaser in accordance
with the terms of a purchase and sale agreement (the “Purchase Agreement”), a copy of which has
been made available to the Oversight Board for inspection and is attached hereto as Exhibit A; and

WHEREAS, the Oversight Board has determined that the approval of the sale and
disposition of the Property pursuant to the Purchase Agreement is consistent with the terms of the
approved LRPMP under Iealth and Safety Code Section 34181(a) and 34191.3, and is consistent
with the obligation of the Successor Agency to wind down the affairs of the former redevelopment
agency in accordance with California Health and Safety Code Section 34177(h); and

WHEREAS, California Health and Safety Code Section 34179(e) requires the Oversight
Board to adopt resolutions for any action taken by the Oversight Board.

NOW, THEREFORE, BE IT RESOLVED by the Oversight Board as follows:
Section 1. Approval of Purchase Agreement; Disposition of the Property. The

Oversight Board hereby approves the sale and disposition of the Property in accordance with the
terms of the approved LRPMP and the Purchase Agreement.

Section 2. Authorization of Successor Agency. Upon approval of this resolution
(“Resolution”) by the California Department of Finance, the Oversight Board authorizes and
directs the Executive Director and/or Assistant Secretary of the Successor Agency, jointly and
severally, to execute and deliver the Purchase Agreement, in substantially the form made available
to the Oversight Board for inspection, and any and all other documents which they may deem
necessary or advisable in order to effectuate the approval of the Resolution.

Section 3. Delivery to the California Department of Finance. The Oversight Board
hereby authorizes and directs the Secretary of the Oversight Board to electronically deliver a copy
of this Resolution to the California Department of Finance in accordance with California Health
and Safety Code Section 34179(h).

Section 4. Other Actions. The Oversight Board hereby authorizes and directs the
Chairman, Vice Chairman and/or Secretary of the Oversight Board, jointly and severally, to do
any and all things and to execute and deliver any and all documents which they may deem
necessary or advisable in order to effectuate the purposes of this Resolution, and such actions
previously taken by such officers are hereby ratified and confirmed.

Section 5. Effect. This Resolution shall take effect in accordance with Calitornia
Health and Safety Code Section 34179¢h).




PASSED, APPROVED AND ADOPTED by the Oversight Board at a duly noticed
meeting of the Oversight Board held on August 2, 2016, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:
By:
Santos H. Kreimann, Chairman
Oversight Board of the Successor Agency
t0 the Industry Urban-Development Agency
ATTEST:

Diane M. Schlichting, Secretary
Oversight Board of the Successor Agency
to the Industry Urban-Development Agency



RESOLUTION NO. OB 2016-20
ATTACHMENT A
PURCHASE AGREEMENT
[ATTACHED BEHIND THIS PAGE]




PURCHASHE AGREEMENT
[19835 EAST WALNUT DRIVE NORTH]

SUCCESSOR AGENCY 'TO THE
INDUSTRY URBAN-DEVELOPMENT AGENCY,
a public body corporate and politic

“Agency”

BLUESKY INVESTMENT LLC, -
a California limited lability company
“Buyer”

, 2016
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PURCIIASE AGREEMENT
[19835 EAST WALNUT DRIVE NORTH]

THIS PURCHASE AGREEMENT [19835 EAST WALNUT DRIVE NORTH] (this
“Agreement”), dated as of , 2016 (the “Effective Date™) is entered into by and
between the SUCCESSOR AGENCY TO THE INDUSTRY URBAN-DEVELOPMENT
AGENCY, 2 public body, corporate and politic (the “Agency”), and BLUESKY INVESTMENT
LLC, 2 California limited liability company (the “Buyer”). The Agency and the Buyer are
hereinafter sometimes individually referred to as 2 “party” and collectively referred to as the
“parties”.

RECITALS
This Agreement is entered into with reference to the following facts:

A The Agency owns fee interest in that certain real propetty located at 19835 Hast
Walnut Drive North, City of Industry, California, as mote particulatly described in Exhibit “A”
attzched hereto and incotporated herein by this reference, together with all right, title and interest in
and to all appustenances and improvements thereon (the “Property”).”

B. The Property was previously owned by the Industry Urban-Development Agency
(“IUDA™). On June 28, 2011, the Govemor signed into law ABX1 26, which provided for the
dissolution and winding down of redevelopment agencies throughout the State of California. AB X1
26 was subsequently amended by Assembly Bill 1484 (collectively, as zmended, “Dissolution Act™).

C. Pursuant to the Dissolution Act, the City of Industry elected to be the Successor
Agency to the TUDA to administer the dissolution and winding down of the IUDA. On February 1,
2012, pussuant to the Dissolution Act, the Agency was dissolved by operation of law, and, upen
dissolution, all assets, properties and contracts of the IUDA, including the Property, were
transferred, by operation of law, to the Agency pursuant to the provisions of Health and Safety
Code § 34175 (b).

D. Buyer desites to purchase the Property from Agency, and Agency desires to sell the
Property to Buyer on the terms and conditions contained in this Agreement.

NOW, THEREFORE, in reliance upon the foregoing Recitals, in consideration of the
mutsal covenants in this Agreement and for other good and valuable consideration, the receipt and
sufficiency of which are heteby acknowledged, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

11 Definitions. The following terms as used in this Agreement shall have the meanings
given unless expressly provided to the contraty:

1.1.1  Agency mesns the Successor Agency to the Industry Urban-Development
Agency. The principal office of the Agency is located at 15625 East Stafford Street, Suite 100, City
of Industry, California 91744.




1.1.2  Agreement means this Purchase Agreement.

1.1.3  Buyer means Bluesky Investment T.L.C, a California limited lability company.
The principal office of the Buyer for purposes of this Agreement is 1199 Fairway Drive #100,

Walrut, California 91789.

1.1.4  City means the City of Industry, a municipal corporation, exercising
govemmental functions and powers, and organized and existing under the laws of the State of
California. The principal office of the City is located at 15625 Hast Stafford Street, City of Industry,

California 91744

1.15  Close of Escrow and Closing ate defined in Section 2.3.2. -
1.1.6  Default is defined in Section 3.2.

1.1.7 Deposit is defined in Section 2.2.1.

1.1.8  Disposition Costs are defined in Section 2.1.

1.1.9 Dissolution Act is defined in Recital B.

1.1.10 Due Diligence Pericd is defined in Section 4.17(c).

1.1.11 Escrow is defined in Section 2.3.1.

1.1.12 FEscrow Holder means First American Title Insurance Company. The
principal office of the Escrow Holder for purposes of this Agreement is 18500 Von Karman
Avenue, Suite 600, Trvine, California 92612, Attention: Patty Beverly, BEscrow Officer, Telephone:
(949) 885-2465, Fax: (877) 372-0260, Email: phevedy@firstam.com.

1113 Grant Deed means the document attached hereto as Exhibit “B” and
incorporated herein by this reference.

1.1.14 Hazardous Materials means any chemical, material or substance now or
heteafter defined as or included in the definition of “hazardous substances,” “hazardous wastes,”
“hazardous materials,” “extremely hazardous waste,” “restricted hazardous waste,” “toxic
substances,” “pollutant or contaminant,” “imminently hazardous chemical substance or mixture,”
“hazardous air pollutant,” “toxic pollutant,” or words of similar import under any local, state ot
federal law ot under the regulations zdopted or publications promulgated pursuant thereto
applicable to the Property, including, without limitation: the Comptehensive Environmental
Response, Compensation and Liability Act of 1980, 42 U.S.C. § 0601, ¢ seg. (“CERCLA™); the
Hazardous Materials Transportation Act, as amended, 49 U.S.C. § 1801, et seg; the Federal Water
Pollution Control Act, as amended, 33 U.S.C. § 1251, &£ seg.; and the Resoutce Conservation and
Recovery Act of 1976, 42 U.S.C. § 6901, ezseg. The term “Hazardous Materials” shall also include
any of the following: any and zll toxic or hazardous substances, materials or wastes listed in the
Usnited States Department of Transportation Table (49 CFR 172.101) or by the Environmental
Protection Agency as hazardous substances (40 CFR Part 302) and in any and all amendments
thereto in effect as of the date of the close of any escrow; oil, petroleum, petroleum products
(including, without limitation, crude ofl or any fraction thereof), natural gas, natural gas liquids,
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liquefied naturzl gas ot synthetic gas usable for fuel, not otherwise designated as a hazardous
substance under CERCLA,; any substance which is tozic, explosive, cotrosive, reactive, flammable,
infectious or radicactive (including any source, special nuclear or by-product material as defined at
42 U.S.C. § 2012, et seg.), carcinogenic, mutagenic, ot otherwise hazardous and is or becomes
regulated by any governmental authority; asbestos in any form; urea formaldehyde foam insulation;
transformers or other equipment which contain dielectric fluid containing levels of polychlorinated
biphenyl’s; radon gas; or any other chetnical, material or substance (i) which poses a hazard to the
Propetty, to adjacent properties, or to persons on or about the Property, (if) which causes the
Property to be in violation of any of the aforementioned laws or regulations, or (iif) the presence of
which on or in the Property requires investigation, reporting or remediation under any such laws or

regulations.
1.1.15 TUDA means the former Industry Urban-Development Agency, a public
body, corpotate and politic.

1.1.16 Outside Date is defined in Section 2.3.2.

1.1.17 Oversight Board means the Oversight Board of the Successor Agency to the
Industry Utban-Development Agency.

1.1.18 Purchase Price is defined in Section 2.1.
1.1.19 Released Parties is defined in Section 2.06.
1.1.20 Title Company is defined in Section 2.4.1(a).
1.1.21 Title Policy is defined in Section 2.4.1(a).
1.1.22 Title Report is defined in Section 2.4.1(a).

1.1.23 Transaction Costs means all costs incurred by either patty in entering into
this transaction and closing Bscrow, including but not Emited to escrow fees and costs, attorney’s
fees, staff time, appraisal costs, and costs of financial advisors and other consultants.

ARTICLE 2
PURCHASE AND SALE OF THE PROPERTY

2.1 Purchase and Szle. "The Agency agrees to sell the Property to the Buyer, and the
Buyer agrees to purchase the Property from the Agency, for the sum of Four Million Five Hundred
Thousand Dollars ($4,500,000.00) (the “Purchase Price”). In addition, Buyer shall reimbusrse the
Agency for the Agency’s costs of obtaining an appraisal of the Propetty and the Agency’s legal costs
in connection with this Agreement and the disposition of the Property under this Agreement; such
costs shall not exceed Fifteen Thousand Dollars ($15,000.00) (the “Disposition Costs”), and will be
paid by Buyer to Agency at the Closing through the Hscrow (as hereinafter defined).

2.2 Pavrent of Purchase Price. The Purchase Price shall be payable by Buyer as follows:

221 Deposit. The Agency acknowledges that Buyer has submitted with its bid
One Hundred Thousand Dollars ($100,000.00). Within ten (10) days following the opening of
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Escrow, Buyer shall deposit with Escrow Holder the sum of Three Hundred Fifty Thousand Dollars
($350,000.00), in the form of certified or bank cashier’s checks made payable to Escrow Holder or
by confirmed wire transfer of funds (collectively, the “Deposit”), so that the total amourt on
deposit shall equal ten percent (10%) of the Purchase Price or Four Hundred Fifty Thousand
Dotlars ($430,000.00). The Deposit shall become non-refundable thirty (30) days after the Opening
of Escrow, if the escrow terminates before the Closing of Escrow through no fault of the Agency.
Upon delivery to the Escrow Holder, the Deposit shall be invested by Escrow Holder in an interest
bearing account acceptable to Buyer and Agency with all interest accruing thereon to be credited to
the Purchase Price upon the Close of Escrow. Except as otherwise provided heretn, the Deposit
shall be applicable in full towards the Purchase Price upon Closing;

222  Cloging Funds. Prior to the Close of Escrow, Buyer shall deposit or cause to
he deposited with Escrow Holder, by a certified or bank cashier’s check made payable to Escrow
Holder or by a confirmed federal wite transfer of funds, the balance of the Purchase Price, plus the
Disposition Costs, plus an amount equal to all other costs, expense and prorations payable by Buyer

hereundet.
2.3 Bscrow.

2.3.1  Qpening of Bscrow, Within five (5) business days after the parties” full
execution of this Agreement, the Buyer and the Agency shall open an escrow (the “Hscrow”) with
the Hscrow Holder for the transfer of the Property to the Buyer. The parties shall deposit with the
Escrow Holder a fully executed duplicate original of this Agreement, which shall secve as the escrow
instructions (which may be supplemented in writing by mutual agreement of the parties) fot the
Fscrow. The Escrow Holder is authorized to act under this Agreement, and to carry out its duties

as the Escrow Holder hereunder.

232  Close of Bscrow. “Close of Escrow” or “Closing” means the date Escrow
Holder causes the Grant Deed (as hereinafter defined) to be recorded in the Official Records of the
County of Los Angeles and delivers the Purchase Price and Disposition Costs (less any costs,
expenses and prorations payable by the Agency) to the Agency. Possession of the Property shall be
delivered to the Buyer on the Close of Escrow. Close of Escrow shall occus within thirty (30) days
after the end of the Due Diligence Period (the “Outside Date”) or this Agreement shall
automatically terminate; provided, however, the Qutside Date may be extended upon written
consent of the Buyer and the Fxecutive Director of the Agency, which consent may be given or
withheld in the exercise of their sole discretion. If the Closing does not occur on or before the
Outside Date due to a default by either party, then the defaulting party shall pay all Hscrow
cancellation fees (and if the defaulting party is the Buyer, then the Agency shall be entitled to the
Deposit under Section 3.3.1). If the Closing does not occur due to a termination: by Buyer under
Section 4.17(c), then Buyer shall pay all Escrow cancellation fees, and the Deposit shall be retained
by the Agency, and all Disposition Costs to date shall be paid by Buyer to Agency.

2.4 Conditions to Closing.

24.1 Buver's Conditions to Closing. Close of Escrow and Buyer's obligation to
putchase the Property pursuant to this Agreement are subject to the satisfaction of the following
conditions at or prior to Closing:




() Title. Buyer acknowledges receipt of a preliminary title report
prepared by Escrow Holder for the Property (“Title Report? ). Buyer shall acquire the Property
subject to all exceptions desctibed in the Title Report, together with all non-delinquent real property
taxes and assessments to be assessed against the Property, and the Lease (“Approved
Exceptions™. At the Closing, Agency shall deliver title to the Property to Buyer subject only to the
Approved Exceptions. At Closing, the Buyer shall receive 2 CLTA Owner's Coverage Policy of
Title Insurance (“1'itle Poticy), issued by First American Title Insurance Company (“Title
Company”) in the amount of the Purchase Price, insuting title to the Property in the name of
Buyer, subject only to the Approved Exceptions and standard printed exclusions from coverage of a
CLTA standard title policy. The Buyer may obtain an extended coverage policy of fitle insurance at

its own costs.

{b) Delivery of Deed. Agency shall have executed and deposited into
Escrow, for delivery to Buyer, the Grant Deed attached hereto as Exhibit “B”.

(©) Delivery of Assignment. The Parties acknowledge that the Lease,
upon close of Escrow, shall become mall and veid and shall be of no further effect.

24.2 Aeency's Conditions to Closing. Close of Bscrow and Agency's obligation to
sell the Property to Buyer pursuant to this Agreement, are subject to the satisfaction of the fellowing

conditions at ot prior to Closing;

(2) Authorization to Sell. Prior to the Closing, Agency shall have
obtained any and afl authorizations and approvals necessary to sell the Property pussuant to the
Dissolution Act, including California Department of Finance approval of the Oversight Board
resohrtion approving the sale of the Property to Buyer on the terms and conditions set forth herein.

(b No Default. Buyer shall not be in material default of Buyer's
obligations under this Agreement, including, but not limited to, Buyer's obligation to deliver the
Purchase Price into esceow on or before the Closing Date. 1£ the conditions above have not been
satisfied or waived by Agency at or befote the Closing Date through no fault of Agency, then
Agency may, upon wiitten notice to Buyer, cancel the Bscrow, terminate this Agreement, and
recover any documents delivered to the Escrow Holder pursuant to this Agreement.

2.5 Escrow and Title Charges; Prorations.

251 ‘The Agency shall pay all documentary transfer taxes and the coverage
premiums on the standard CLTA Title Policy. Buyes shall pay the costs of any title insurance
premiums for any coverage over and sbove the standard policy coverage on the CLTA Tile Policy
to be paid by the Agency. In addition, the Buyer and the Agency shall each pay one-half of any and
all other usuzl and customary costs, expense and charges relating to the escrow and conveyance of
title to the Property, including without limitation, recording fees, document prep aration charges and
escrow fees. Hach party shall be responsible for its own Transaction Costs, with the exception of
the Disposition Costs set forth in Section 2.1.

25.2  All non-delinquent and current installments of real estate and personal

propetty taxes and any other governmental chatges, regular assessments, ox impositions against the
Property on the basis of the curtent fiscal year or calendar year shall be prorated as of the Close of
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Fscrow based on the actual cutrent tax bill. Tf the Close of Escrow shall occur before the tax rate is
fixed, the apportionment of taxes on the Close of Escrow shall be based on the tax rate for the next
preceding year applied to the latest assessed valuation after the tax rate is fixed, which assessed
valuation shali be based on the Property’s assessed value priot to the Close of Escrow and the
Agency and Buyer shall, when the tax rate is fized, make any necessary adjustment. All prorations
chall be determined on the basis of a 365-day year. ‘The provisions of this Section 2.5.2 shall survive
the Close of Hscrow and the recordation of the Grant Deed and shall not be deemed merged into

the Grant Deed upon its recordation.

253 Any Escrow cancellation charges shall be allocated and paid as described in
Section 2.3.2 sbove.

26 Condition of the Property. ‘The Property shall be conveyed from the Agency to the
Buyer on an “AS IS” condition and basis with all faults and the Buyer agrees that the Agency has no
obligation to make modifications, replacements ot improvements thereto. Fxcept as expressly and
specifically provided in this Agreement, the Buyer and anyone claiming by, through or under the
Buyer herehy watves its right to recover from and fully and irrevocably releases the Agency, the Gity
and the Oversight Board, and their respective officers, directors, employees, representatives, agents,
advisors, servants, attorneys, successors and assigns, and all persons, firms, corporations and
organizations acting on the Agency’s, City’s or Oversight Boazd’s behalf (collectively, the “Released
Parties”) from any and all claims, responsibility and/or lizhility that the Buyer may now have or
hereafter acquite against any of the Released Parties for any costs, loss, liability, damage, expenses,
demand, action ot cause of action atising from or related to the matters pertaining to the Property
described in this Section 2.6. This release inchides claims of which the Buyer is presently unaware or
which the Buyer does not presently suspect to exist which, if known by the Buyer, would materially
affect the Buyer's release of the Released Pasties. [f the Property is not in a condition suitable for
the intended use or uses, then it is the sole responsibility and obligation of the Buyer to take such
action as may be necessary to place the Property in a suitable condition. Hxcept as otherwise
expressly and specifically provided in this Agreement and without limiting the generality of the
foregoing, THE AGENCY MAKES NO REPRESENTATION OR WARRANTY ASTO
@ THE VALUE OF THE PROPERTY; (i) THE INCOME TO BE DERIVED FROM THE
PROPERTY; (i) THE HABITABILITY, MARKETABILITY, PROFITABILITY,
MERCLANTABILITY OR FITNESS FOR PARTICULAR USE OF THE PROPERTY;
(iv) THE MANNER, QUALTTY, STATE OF REPAIR OR CONDITION OF THE PROPERTY;
(v) THE COMPLIANCE OF OR BY THE PROPERTY OR ITS OPERATION WITH ANY
LAWS, RULES, ORDINANCES OR REGULATIONS OF ANY APPLICABLE
GOVERNMENTAT AUTHORITY OR BODY; (vi) COMPLIANCE WITH ANY
ENVIRONMENTAL PROTECTION OR POLLUTION LAWS, RULES, REGULATIONS,
ORDERS OR REQUIREMENTS EXCEPT AS SET FORTH IN SECTION 2.6; (vif) THE
PRESENCE OR ABSENCE OF HAZARDOUS MATERIALS AT, ON, UNDER OR
ADJACENT TO THE PROPERTY EXCEPT AS SET FORTH IN SECTION 2.6, (viii) THE
FACT THAT ALL OR A PORTION OF THE PROPERTY MAY BE LOCATED ON OR
NEAR AN EARTHQUAKE FAULT LINE; AND (ix) WITH RESPECT TO ANY OTHER
MATTER, THE BUYER FURTHER ACKNOWLEDGES AND AGREES THAT HAVING
BEEN GIVEN THE OPPORTUNITY TO INSPECT THE PROPERTY AND REVIEW
INFORMATION AND DOCUMENTATION AFFECTING THE PROPERTY, THE BUYER
1S RELYING SOLELY ON I'TS OWN INVESTIGATION OF THE PROPERTY AND

-6-




REVIEW OF SUCH INFORMATION AND DOCUMENTATION AND NOT ON ANY
INEORMATION PROVIDED OR TO BE PROVIDED BY THE AGENCY.

THE BUYER HEREBY ACKNOWLEDGES THAT IT HAS READ AND IS
EAMILIAR WITH THE PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 1542,
WHICH TS SET FORTH BELOW:

“A GENFRAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
EAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH 1F
KNOWN BY HIM OR HER MUST HAVE MATERTALLY AFFECTED HIS OR
HER SETTLEMENT WITH THE DEBTOR.”

BY INITIALING BELOW, BUYER HEREBY WAIVES THE PROVISIONS OF SECTION
1542 SOLELY IN CONNECTION WITH THE MATTERS WHICH ARE THE SUBJECT OF
THE FOREGOING WATIVERS AND RELEASES.

Buyer’s Initials

s

The waivers and releases by the Buyer herein contained shall survive the Close of Bscrow
and the recordation of the Grant Deed and shall not be deemed merged into the Grant Deed upon

its recordation.

2.7  Environmental Condition of the Property

California Health & Safety Code section 25359.7 requires owners of non-residential real
property who know, or have reasonable cause to believe, that any release of Hazardous Substances
has come to be located on or beneath the real property to provide wiitten notice of same to the
Buyer of real property.

The Parties acknowledge that the Agency will not be conducting a public records search of
any regulatory agency files regarding the environmental condition of the Property. By execution of
this Agreement, Buyer (i) acknowledges it receipt of the foregoing notice given pursuant to
California Health 8 Safety Code section 25359.7; (i) aclknowledges that it is taking the Property as-
is, subject to all information contained in Exhibit “C7; and (i) waives any and 4ll rights Buyer may
have 1o asset that the Agency has not complied with the requirements of Health & Safety Code
section 25359.7.

2.8 Escrow Holder.
281 TEscrow Holder is authonzed and instructed to:

(2) Pay and charge the Buyer for any fees, charges and costs payable by
the Buyer under this Article. Before such payments are made, the Hscrow Holder shall notify the
Agency and the Buyer of the fees, chatges, and costs necessary to close the Hscrow,




b) Pay and charge the Agency for any fees, charges and costs payable by
the Agency under this Article. Before such payments are made, the Escrow Holder shall notify the
Agency and the Buyer of the fees, charges, and costs necessary to close the Hscrow;

(c) Disburse funds and deliver the Grant Deed and other documents to
the parties entitled thereto when the conditions of the Escrow and this Agreement have been
fulfilled by the Agency and the Buyer; and

(d Record the Grant Deed and any other insttuments delivered through
the Tscrow, if necessaty or proper, to vest title in the Buyer in accordance with the terms and
provisions of this Agreement.

2.82 Any amendment of these escrow instructions shall be in writing and signed
by both the Agency and the Buyer.

2.83  All communications from the Escrow Holder to the Agency ot the Buyer
shall be directed to the addtesses and in the manner established in Section 4.7 of this Agreement for
notices, demands and communications between the Agency and the Buyer.

2.8.4 The responsibility of the Bscrow Holder under this Agreement is limited to
performance of the obligations imposed upon it under this Article, any amendments hereto, and any
supplemental escrow instructions delivered to the Escrow Holder that do not materially amend or
modify the express provisions of these escrow instructions.

ARTICLIE 3
EVENTS OF DEFAULT, REMEDIES AND TERMINATION

3.1 Buyer Events of Defaults. Occurrence of any or all of the following, if uncured after
the expiration of any applicable cure period, shall constitute a defauit (“Buyer Hvent of Default™)

under this Agreement:

3.1.1 The Buyer’s sale, lease, or other transfer, or the occurrence of any
- involuntary transfer, of the Property or any patt thereof or interest therein in violation of this
Agreement; or .

3.1.2  Filing of a petition in bankruptcy by or against the Buyer or appointment of a
receiver or trustee of any property of the Buyer, or an assignment by the Buyer for the benefit of
creditors, or adjudication that the Buyer is insolvent by a court, and the failure of the Buyer to cause
such petition, appointment, or assignment to be removed or discharged within ninety (90) days; or

3.1.3 The Buyers failure to perform any requirement or obligation of Buyer set
forth herein, on ot prior to the date for such performance set forth herein, and, s0 long as such
failure is not caused by any wrongful act of the Agency or the City, the Buyer’s falure to cure such
breach within thirty (30) days after receipt of wiitten notice from the Agency of the Buyer’s breach;
or

3.1.4 The Buyer’s failure to deposit with Escrow Holder the Deposit or the
balance of the Purchase Price as required by Section 2.2.
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3.2  Agency Bvents of Default. Occurrence of any or. all of the following, if uncured
after the expitation of the applicable cure period, shall constitute a default (“Agency Event of
Default”, and together with the Buyer Event of Default, a “Default”) under this Agreement:

32.1 The Agency, in violation of the applicable provision of this Agreement, fails
to convey the Property to Buyer at the Close of Escrow; or

3.2.2 'The Agency breaches any other material provision of this Agreement.

Upon the occutrence of any of the above-described events, the Buyer shall first notify the
Agency in wiiting of its pusported breach or failure, giving the Agency thirty (30) days from receipt
of such notice to cure such breach or failure (other than a failure by the Agency to convey the
Property at the Close of Escrow, for which there shall be no cure period) or if a cure is not possible
within the thirty (30) day period, to begin such cure and diligently prosecute the same tc completion,
which shall, in any event, not exceed one hundred eighty (180) days from the date of receipt of the

notice to cute.

3.3 Remedies in the Bvent of Default

: 331 Remedies General. In the event of a breach or a default voder this
Agreement by either Buyer or Agency, prior to the Close of Escrow, the non-defaulting pasty shall
have the right to terminate this Agreement by providing ten: (10) days written notice thereof to the
defaulting party. If such breach ox default is not cured within such ten (10) day period {other then a
failure by the Agency to convey the Property at the Close of Hscrow, for which there shali be no
cure period), this Agreement and the Escrow for the purchase and sale of the Property shall
terminate. Fxcept as herein otherwise expressly provided, such termination of the Hscrow by a non-
defaulting party shall be without prejudice to the non-defaulting party’s rights and remedies against
the defaulfing party at law or equity.

In the event of 2 Default under this Agreement after the Close of Escrow, the non-
defaulting patty may seek against the defaulting party any available remedies at law or equity,
including but not limited to the right to receive reimbursement for its documented out-of-pocket
costs relating to this purchase transaction or to pursue an action for specific performance, but in no
event shall such non-defaulting party be entitled to receive any consequential or special damages.

IF THE BUYER FAILS TO COMPLETE THE ACQUISITION OF THE
PROPERTY AS HERFEIN PROVIDED BY REASON OF ANY DEFAULT OF THE BUYER,
ITIS AGREED THAT THE DEPOSIT SHALL BE NON-REFUNDABLE AND THE
AGENCY SHATI BE ENTITLED TO SUCH DEPOSIT, WHICH AMOUNT SHALL BE
ACCEPTED BY THE AGENCY AS LIQUIDATED DAMAGES AND NOT AS A PENALTY
AND AS THE AGENCY'S SOLE AND EXCLUSIVE REMEDY. IT IS AGREED THAT SAID
AMOUNT CONSTITUTES A REASONABLE ESTIMATE OF THE DAMAGES TO THE
AGENCY PURSUANT TO CALIFORNIA CIVIL. CODE SECTION 1671 ET SEQ. THE
AGENCY AND BUYER AGREE THAT IT WOULD BE IMPRACTICAL OR IMPOSSIBLE
TO PRESENTLY PREDICT WHAT MONETARY DAMAGES THE AGENCY WOULD
SUFFER UPON THE BUYER'S FAILURE TO COMPLETE ITS ACQUISITION OF THE
PROPERTY. THE BUYER DESIRES TO LIMIT TIE MONETARY DAMAGES FOR
WHICH I'T MIGHT BE LIABLE HEREUNDER AND THE BUYER AND AGENCY DESIRE
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TO AVOID THE COST'S AND DELAYS THEY WOULD INCUR IF A LAWSUTT WERE
COMMENCED TO RECOVER DAMAGES OR OTHERWISE ENFORCE THE AGENCY'S
RIGHITS. IF FURTHER INSTRUCTIONS ARE REQUIRED BY ESCROW HOLDER TO
EFFECTUATE THE TERMS OF THIS PARAGRAPH, THE BUYER AND AGENCY AGREE
TO EXECUTE THE SAME. 'THE PARTIES ACKNOWLEDGE THIS PROVISION BY

PLACING THEIR INITIALS BELOW:

Agency Buyer

3.4  No Personal Lishility. Except as specifically provided herein to the contrary, no
representative, employee, attorney, agent or consultant of the Agency, City or Oversight Board shall
personally be liable to the Buyer, ot any successor in interest of the Buyer, in the event of any
Default ot breach by the Agency, or for any amount which may become due to the Buyer, or any
successor in inferest, on any obligation under the terms of this Agreement.

3.5  Legal Actions.

351 Institution of Legal Actions. Any legal actions brought pursuant to this
Agreement must be instituted in either the Superior Coust of the County of Los Angeles, State of
Catifornia, or in an appropriate municipal coutt in that County.

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

353 Acceptance of Service of Process. If any legal action is commenced by the
Buyer against the Agency, service of process on the Agency shall be made by personal service upon
the Executive Director or Secretary of the Agency, or in such other manner as may be provided by
law. If any legal action is commenced by the Agency against the Buyer, service of process on the
Buyer shall be made by petsonal service upon the Buyer, ot in such other manner as may be
provided by law, whether made within oz without the State of California.

3.6 Rights and Remedies are Cumulative. Escept as otherwise expressly stated in this
Agreement, the rights and remedies of the parties zre cumulative, and the exercise by either party of
one or more of such rights or remedies shall not preclude the exercise by it, at the same time or
different titnes, of any other rights or remedies for the same Default or any other Default by the

other party.

3.7 Inaction Not 2 Waiver of Defanlt. Hxcept as expressly provided in this Agreement
to the contrary, any faiture or delay by either pasty in asserting any of its rights and remedies as to
any default shall not operate as a waiver of any default or of any such rights or remedies, ofr deprive
either such party of its rights to institute and maintain any actions or proceedings which it may deem
necessary to protect, assert or enforce any such rights or remedies.

ARTICLE 4
GENERAL PROVISIONS

4.1 Assionment of Agreement. The Buyer may assign its rights and obligations in whole,
but not in part, under this Agreement upon giving at least ten (10} business days priot written notice
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to the Agency, and delivering to the Agency with such notice an executed assignment and
assumption agreement under which the assignee accepts the assignment of this Agreement and
agrees to be bound by all the provisions hereof. Such assignment and assumption agreement shall
also specify the address of the assignee to which notices shall be directed pursvant to Section 4.7,
Agency hereby agrees to provide written acknowledgement of such executed assignment and
assumption agreement within five (5) business days of Agency's receipt of such notice.

Upon providing ten (10) days prior written notice to Buyer, the Agency may assign its rights
and obligations, in whole or in patt, under this Agreement to the City without the prior consent of
the Buyer. Provided however that as a condition of the assignment, the City must agree to assume
and henor all of the duties and obligations of Agency under this Agreement.

4.2 Oblioation o Refrain from Discrimination. The Buyer covenants and agrees for
itself, its successoss and assigns, and for every successor in interest to the Property or any part
thereof, that there shall be fio discrimination against or segregation of any person, of group of
persons, on account of sex, marital status, age, handicap, race, colos, religion, creed, nafional origin
or ancestry in the sale, lease, sublease, transfer, use, occupancy, tenure ot enjoyment of the Property,
and the Buyer (itself or any person claiming under or through the Buyes) shall not establish or
permit any such practice or practices of discrimination ot segregation with reference to the selection,
location, number, use or occupancy of tenants, lessees, subtenants, sublessees, or vendees of the

Propetty ot any portion thereof.

4.3 Form of Nondiscrimination and Nonsegregation Clauses. All deeds, leases or

contracts for sale shall contain the following nondiscrimination or nonsegregation clauses:

431 Indeeds: “The grantee herein covenants by and for himself or herself, his or
her heirs, executors, administrators and assigns, and all persons claiming under or through them,
that there shall be no discrimination against or segregation of, any petson ot group of pessons on
account of any basis listed in subdivision () or (d) of Section 12955 of the California Government
Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (o) of Section 12955, and Section 12955.2 of the California Government Code, in the
sale, lease, sublease, transfer, use, occupancy, temire or enjoyment of the premises herein conveyed,
aor shall the Grantee himself or hetself, or any person claiming under or through him or her,
establish or permit any practice or practices of discrimination ot segregation with reference to the
selection, location, number, use or occupancy of tenants, lessees, subtenants, sublessees o1 vendees
in the premises hetein conveyed. The foregoing covenants shall run with the land.

Notwithstanding the immediately preceding paragraph, with respect to
familial status, said paragraph shall not be construed to apply to housing for older persons, as
defined in Section 12955.9 of the California Government Code. With respect to familial status,
nothing in said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and
7995 of the California Civil Code, relating to housing for seniot citizens. Subdivision (d) of Section
51 and Section 1360 of the California Civil Code and subdivisions (), {0} and (p) of Section 12955
of the California Government Code shall apply to said paragraph.” '

432 TInleases: “The lessee herein covenants by and for himself or herself, his or
her heirs, executors, administrators and assigns, and all persons claiming under ot through him ot
her, and this lease is made and accepted upon and subject to the following conditions: That there
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shall be no discrimination against or segregation of any petson or group of persons, on account of
any basis listed in subdivision (a) o (d) of Section 12955 of the California Government Code, as
those bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision
{p) of Section 12955, and Section 12955.2 of the California Government Code, in the leasing,
subleasing, transferting, use or occupancy, tenure or enjoyment of the premises herein feased nor
shall the lessee himself or herself, or any person claiming under ot through him or ber, establish or
permit any such practice o practices of discrimination or segregation with reference to the selection,
location, number, use or occupancy of tenants, lessees, sublessees, subtenants or vendees in the

premises herein leased.

Notwithstanding the immediately preceding paragraph, with respect to
farnilial status, said paragraph shall not be construed to apply to housing for older persons, as
defined in Section 12955.9 of the California Government Code. With respect to familial status,
nothing in said paragraph shall be construed to affect Sections 51.2, 51.3, 51.4,51.10, 51.11, and
7995 of the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section
51 znd Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955
of the California Government Code shall apply to said paragraph.”

433 TIncontracts: “The contracting party or parties hereby covenant by and for
himself or herself and their respective successors and assigns, that there shall be no discrimination
against ot segregation of any person or group of persons, on account of any basis listed in
subdivision (a) ot (d) of Section 12955 of the Califoria Government Code, as those bases are
defined in Sections 12926, 12926.1, subdivision {m) and paragraph (1) of subdivision (p) of Section
12955, and Section 12955.2 of the Californiz Government Code, inx the sale, lease, sublease, transfer,
use, occupancy, tenure or enjoyment of the premises, nor shall the contracting party ot parties, any
subcontracting patty ot patties, or their zespective assigns or transferees, establish or permit any
such practice or practices of discrimination or segregation.

Notwithstanding the immediately preceding paragraph, with respect to
farnilial status, said paragraph shall not be construed to apply to housing for older persons, as
defined in Section 12955.9 of the California Govemnment Code. With respect to familial status,
nothing in. said patagraph shall be construed to affect Sections 51.2, 51.3, 51.4,51.10, 51.11, and
799.5 of the California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section
51 and Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955
of the California Government Code shall apply to said patagraph.”

44  Restrictive Covenant, Fn order to insure the Buyer’s compliance with the covenants
set forth in Sections 4.1, 4.2, 4.3, and 4.4 hereof, such covenants shall be set forth in the Grant
Deed. Such covenants shall run with the Property for the benefit of the Agency and the Agency
shall have the right to assign all of its rights and benefits thetein to the City.

4.5  Fffect and Duration of Covenants. The following covenants shall be binding upon
the Property and Buyer and its successors and assigns and shall remain in effect for the following
periods, and each of which shall be set forth with particulatity in any document of transfer ot
conveyance by the Buyer:

(1) The non-discrimination and non-segregation requirements set forth in
Sections 4.1, 43 and 4.4 shall remain in effect in perpetuity;
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-2 The maintenance requirements set forth in Section 4.2 shall remain in effect
for the period described therein, and;

) Easements to the Agency, City or other public agencies for utilities existing
as of the execution of this Agreement, which shall remain in effect according to their terms.

4.6 Indemnity.

4.6.1 'The Buyer shall indemmnify, defend, protect, and hold harmless the Agency,
the City and the Oversight Board and any and &Il agents, employees, attorneys and representatives of
the Agency, the City and the Oversight Board, from and against all losses, liabilities, claims, damages
(including consequertial damages), penalties, fines, forfeitures, costs and expenses (inchiding all
reasonable out-of-pocket litigation costs and reasonable attorney’s fees) and demands of any nature
whatsoever, related directly or indirectly to, or arising out of or in connection with:

(2) the Buyer’s use, ownership, management, occupancy, Of possession
of the Property;

{b) any breach ot Default of the Buyer hereunder;

(©) any of the Buyer’s activities on the Property (or the activities of the
Buyer’s agents, employees, lessees, representatives, licensees, guests, invitees, contractors,
subcontractors, or independent contractors cn the Property);

(d) the presence or clean-up of Hazardous Substances on, in or under
the Propexty to the extent the same was caused by Buyer or Buyer’s affiliates, agents or employees;

O,
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(& any other fact, circumstance ot event related to the Buyer’s
performance hereunder, or which may otherwise anse from the Buyer’s ownership, use, possession,
imptovement, operation or disposition of the Propexty, tegardless of whether such damages, losses
and liabilities shall accrue or are discovered before or after termination ot expiration of this
Agreement, or before or after the conveyance of the Property.

4,62 'The indemnity obligations desctibed in this Section 4.6 shall survive fora
period of four (4) years from the termination of this Agreement and shall not be deemed merged
into the Grant Deed upon the recordation.

4.7  Notices. All notices and demands shall be given in writing by certified mail, postage
prepaid, and return receipt requested, by nationally recognized overnight cousier ot by petsonal
delivery. Notices shall be considered given upon the eatlier of (2) perscnal delivery, (b) three (3)
business days following deposit in the United States mail, postage prepaid, cettified or tegistered,
return receipt requested, (C) the next business day after deposit with 2 nationaily reorganized
overnight courier, in each instance addressed to the recipient as set forth below. Notices shail be
addressed as provided below for the respective party; provided that if any party gives notice in
writing of a change of name or addeess, notices to such party shall thereafter be given as demanded
in that notice:
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Agency: Paul Phitips, Executive Director
Successor Agency to the
Industry Urban-Development Agency
15625 Hast Stafford Street, Suite 100
City of Industry, California 91744

with a copy o James ML Casso, City Attorney
Casso & Spatks, LLP
13200 Crosstoads Parkway North
Suite 345
City of Industry, California 91746

Buyer: Mary Hong Dong
Bluesky Investment LLC,
1199 Fairway Drive #£100,
Walnut, California 91789

with a copy to:

4.8  Construction. The parties agres that each party and its counsel have reviewed and
revised this Agreement and that any mule of construction to the effect that ambiguities are to be
resolved against the drafting party shall not apply in the interpretation of this Agreement or any
amendments or exhibits thereto.

49  Buver's Warranties. The Buyer watrants and represents to the City and the Agency
as follows:

4.9.1  The Buyer has full power and authority to execute and enter into this
Agreement and to consummate the transaction contemplated bereunder. This Agreement
constifites the valid and binding agreement of the Buyer, enforceable in accordance with its terms
subject to bankiuptcy, insolvency of other creditors’ rights laws of general application. Neisther the
execution nor delivery of this Agreement, not the consummation of the transactions covered
hereby, nor compliance with the terms and provisions heteof, shall conflict with, or result in a
breach of, the terms, conditions ot provisions of, or constitute a default undet, any agreement or
instrument to which the Buyer is a party.

4.9.2  As of the Close of Escrow, the Buyer will have inspected the Propetty and
will be familiar with all aspects of the Property and its condition, and will accept such condition.

4.9.3  The Buyer has not paid or given, and will not pay or give, to any third
person, any money or other consideration for obtaining this Agreement, other than normal costs of
_conducting business and costs of professional services such as architects, engineers and attorneys.

410  Intetpretation. In this Agreement the neuter gender includes the feminine and

masculine, and singular number includes the plural, and the words “person” and “party” include
corporation, partnership, firm, trust, or association where ever the context s requires.
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4.11  Attorneys’ Fees. If any party brings an action to enforce the terms hereof or declare
its rights hereunder, the prevailing party in any such action shall be entitled to its teasonable
attorneys’ fees to be paid by the losing party as fixed by the court. If the Agency, or the Buyer,
without fault, is made a party to any litigation instituted by or against the other party, such other
party shall defend it against and save it harmless from all costs and expenses including teascnable
attorney’s fees incurred in connection with such litigation.

412  Buyers Private Undertaking. The development covered by this Agreement is 4
private undertaking, and the Buyer shall have full power over and exclusive control of the Property
while the Buyer holds title to the Property; subject only to the limitations and obligations of the
Buyer under this Agreement and the Redevelopment Plan.

415  Entire Agreement, Waivers and Amendments. 'This Agreement is executed in
duplicate originals, each of which is deemed to be an original. This Agreement, together with all
attachments and exhibits hereto, constitutes the entire understanding and agreement of the parties.
This Agreement integrates all of the terms znd conditions mentioned herein or incidental hereto,
and supersedes all negotiations or previous agreements between the parties with respect to the
subject matter hereof. No subsequent agreement, tepresentation or promise made by either party
hereto, or by or to any employee, officer, agent or representative of either party, shall be of any
effect unless it is in writing and executed by the party to be bound thereby. No person is authorized
to make, and by execution hereof the Buyer and the Agency acknowledge that no person has made,
any tepresentation, wasranty, guaranty or promise except as set forth herein; and no agreement,
statement, representation or promise made by any such person which is not contained herein shall

be valid or binding on the Buyer or the Agency.

4.14  Counterpasts. This Agreement may be executed simultaneously in one or more
countesparts, each of which shall be deemed an original, but all of which togethes shall constitate

one and the sime instrament.

4.15  Severability. Fach and every provision of this Agreement is, and shall be construed
to be, a separate and independent covenant and agreement. If any term or provision of this
Agreement or the application thereof shall to any extent be held to be invalid ot unenforceable, the
remainder of this Agreement, o the application of such term or provision to circumstances other
than those o which it is invalid or unenforceable, shall not be affected hereby, and each term and
provision of this Agreement shall be valid and shall be enforced to the extent permitted by law.

~

4.16  Survival The provisions hereof shall not terminate but rather shall sucvive any
conveyance heseunder and the delivery of all consideration.

4.17  Representations of Agency. The Agency warrants and represents to the Buyer as

foliows:

(=) The Agency has full power and authotity to execute and enter into this
Agreement and to consummate the transactions contemplated hereunder. This Agreement
constitutes the valid and binding agreement of the Agency, enforceable in accordance with its terms
subject to bankruptcy, insolvency and other creditors” rights laws of general application. Neither the
execution nor delivery of this Agreement, nor the consummation of the transactions covered
hereby, not compliance with the terms and provisions hereof, shall conflict with, or resultin a
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breach of, the terms, conditions or provisions of, or constitute 2 default under, any agreement Of
instrument to which the Agency is a party.

(3) Five (5) days following the Opening of Escrow, the Agency will deliver to
Buyer complete copies of all studies, repotts, agreements, documents, instruments, environmental
assessments, surveys, soils teports, documents, plans, maps, permits and entitflements in Agency’s
possession (excluding only appraisals) concerning the Property and listed in Exhibit “C” attached

hereto.

(c) Buyer shall have ten (10) calendar days after the Effective Date of this
Agreement (“Due Diligence Period”) to examine the materials in Section 4.17(b), perform
inspections, investigations, and a survey, and approve ot disapprove the title exceptions in the Title
Report, all at Buyer’s sole cost and expense. If Buyer terminates this Agreement, Buyer shall
provide copies of all non-privileged due diligence reports, surveys, studies, etc. prepated by or at the
direction of Buyer or Agency within five (5) business days affer the termination and upon Agency’s
reimbursing Buyer for the costs of such items.

(d) As of the Effective Date and the Close of Bscrow, the Property 1s not
presently the subject of any condemnation or similar proceeding, and to the Agency’s knowledge, no
such condemnation or similar proceeding is cuttently threatened or pending.

{e) As of the Close of Escrow, there are no management, service, supply or
maintenance contracts affecting the Property which shall affect the Property on or following the
Close of Escrow.

) The Agency has not authorized any broker or finder to act on its behalf i
connection with the sale and purchase hereunder and the Agency has not dealt with any broker or
finder purporting to act on behalf of the Agency ot otherwise.

) As of the Close of Escrow, there are no leases or other occupancy
agreements affecting the Property which shall affect the Property on or following the Close of

Liscrow.

) As of the Close of Escrow and to the actual knowledge of the Agency, the
Agency has not teceived any written notice from any governmental entity regarding the violation of
any law or govetnmental regulation with respect to the Property.

418 Buyers Broker(s). Developer shall pay all commissions and fees that may be payable
to any broker, finder or salesperson engaged by Developer, and shall defend, indemnify and hold
Agency and City harmless from and against zny and all claims, liabilities, losses, damages, costs and
expenses relating thereto.

419  No Third Party Beneficiaries other than City. City is a third patty beneficiary of this
Agreement, with the right to enforce the provisions hereof. This Agreement is made and entered
into for the sole protection and benefit of the Parties and City 2nd their successors and assigns. No
other pesson shall have any right of action: based upon any provision of this Agreement.

[SIGNATURES NEXT PAGE]
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IN WITNESS WHERBOF, the parties hereto have entered into this agreement as of the

day and year first above written.

BUYER .

BLUESKY INVESTMENT LLC,

By:

2 California W%Z/C@Pjﬂy

Name:, Magy Hong Dong
Titler” Mdnaging Member

'l

v

AGENCY

SUCCESSOR AGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY

By

ATTEST:

Diane M. Schlichting, Agency Sectetary

APPROVED AS TO FORM:

TJames M. Casso, Agency General Counsel

-17-
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EXLIBIT “A”
LEGAL DESCRIPTION OF THE PROPERTY

THE LAND REFERRED TO HEREIN IS SITUATED IN THE STATE OF CALIFORNIA,
COUNTY OF LOS ANGELES, DESCRIBED AS FOLLOWS:

PARCEL 1 OF PARCEL MAP NO. 182, IN THE CITY OF INDUSTRY, COUNTY OF LOS
ANGELES, STATE OF CALIFORNIA, AS FILED IN BOOK 141 PAGES 35 AND 36 OF
PARCEL MAPS, IN THE OFFICE OF THE COUNTY RECORDER. OF SATD COUNTY,

EXCEPTING THEREFORM THE PROPERTY DESCRIBED AS PARCEL “2041-FEE” IN
THE FINAL ORDER OF CONDEMNATION OF THE SUPERIOR COURT OF THE STATLE
OF CALIFORNIA, COUNTY OF LOS ANGELES, RECORDED APRIL 14, 2014, AS
INSTRUMENT No. 20140467694, OF OFFICIAL RECORDS OF SAID COUNTY.

APN: 8760-009-902
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EXHIBIT “B”
FORM OF GRANT DEED
RECORDING REQUESTED BY:
FIRST AMERICAN TTTLE INSURANCE COMPANY
AND WHEN RECORDED RETURN TO:
Successor Agency to the
Industry Urban-Development Agency
15625 East Stafford Street, Suite 100

City of Industty, California 91744
Attention: Diane Schlichting

[The undersigned declares that this Grant Deed is exempt from Recording Fees purswant fo California Governmers
Code Section 27383]

GRANT DEED

Documentaty Transfer Tax:  §

THE UNDERSIGNED GRANTOR DECLARES:

FOR VALUABLE CONSIDERATION, the receipt of which is hereby acknowledged, the
SUCCESSOR AGENCY TO THE INDUSTRY URBAN-DEVELOPMENT AGENCY, 2
public body corporate and politic (the “Grantor”), hereby grants to BLUESKY INVESTMENT
LLC, 2 California limited Hability company (the “Grantee™), that certain real propesty desctibed in
Fihibit A attached hereto (the “Site”) and incorporated herein by this reference, together with all of
Grantor’s right title and intezest in and to all easements, privileges and rights appurtenant to the Site.

This Grant Deed of the Site is subject to the provisions of a Purchase Agreement [19835
Fast Walmut Drive North] (the “Agreement”) entered into by and between the Grantor and
Grantee dated as of , 2016, the terms of which are incorporated herein by
reference. A copy of the Agreement is available for public inspection at the offices of the Grantor
located at 15625 East Stafford Street, Suite 100, City of Industry, California 91744. The Site is
conveyed further subject to all easements, rights of way, covenants, conditions, restrictions,
reservations and all other matters of tecord, and the following conditions, covenants and

agreements.

L The Site as described in Exhibit A is conveyed subject to the condition that the
Grantee covenants and agrees for itself, and its successors and 1ts assigns, that the Grantee, such
successors, and such assignees shall use the Site, and every part thereof, only for the improvements
thereon as described in the Agreement and thereafter for any use allowed under applicable law. The
Grantor shall have the right to assign 21l of its rights and benefits hereunder to the City of Industry,

California (“City”).

2. The Site is conveyed subject to the condition that:
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(a) The Grantee covenants and agrees for itself, its successors and assigns, and
every successor in interest to the Site, that the Grantee and the Grantee’s transferees, successcrs and
assigns, shall maintain the Site (ncluding landscaping) in a commercially reasonable condition and
. shall use the Site for any such uses as are allowed under applicable law.

b) The Grantee covenants by and for himself ot herself, his or her heirs,
executors, administrators and assigns, and all persons claiming under or through them, that there
shall be no discrimination against or segregation of, any person ot group of persons on account of
any basis listed in subdivision (a) or (d) of Section 12955 of the California Government Code, as
those bases are defined in Sections 12026, 12926.1, subdivision. (m) and paragraph (1) of subdivision
(p) of Section 12955, and Section 12955.2 of the California Government Code, in the sale, lease,
sublease, transfer, use, occupancy, tenure or enjoyment of the premises herein conveyed, nor shall
the Grantee himself or herself, or any person claiming under or through him or her, establish o
permit any practice or practices of discrimination or segregation with reference to the selection,
location, number, use or occupancy of tenants, lessces, subtenants, sublessees or vendees in the

remises herein conveyed.
¥

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12055.9 of the California Government Code. With respect to familial status, nothing in said
paraggaph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of the
California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51 and
Section 1360 of the California Civil Code and subdivisions (), (o) and (p) of Section 12955 of the
California Government Code shall apply to said paragraph.

3. All deeds, leases or contracts entered into with respect to the Property shall contain
ot be subject to substantially the following nondiscrimination/nonsegregation clauses:

(a) In deeds: “The Grantee herein covenants by and for himself or herself, his
or her heiss, executors, administrators and assigns, and all persons claiming under or through them,
that there shall be no discrimination against or segregation of, any person or group of persons on
account of any basis listed in subdivision (a) ot (d) of Section 12955 of the California Government
Code, as those bases are defined in Sections 12926, 12926.1, subdivision (m) and patagraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the California Govemment Code, in the
sale, lease, sublease, transfer, use, cccupancy, tenure or enjoyment of the premises herein conveyed,
not shall the Grantee himself or herself, or any person claiming under or through him or het,
establish or permit any practice or practices of disctimination or segregation with reference to the
selection, location, number, use or occupancy of tenants, lessees, subtenants, sublessees or vendees
in the premises herein conveyed. The foregoing covenants shall run with the land.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the California Government Code. With respect to familial status, nothing in said
paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of the
California Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51 and
Section 1360 of the Californiz Civil Code and subdivisions (1), (0) and (p) of Section 12955 of the
California Government Code shall apply to said pacagraph.”
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®) Tn leases: “The lessee herein covenants by and for himself or herself, his or
her heits, executors, administrators and assigns, and all persons claiming under or through him o
het, and this lease is made and accepted upon and subject to the following conditions: That there
shall be no discrimination against or segregation of any person or group of persons, on account of
any basis listed in subdivision (@) or (d) of Section 12955 of the California Government Code, as
those bases are defined in Sections 12926, 12926.1, subdivision (m) and patagraph (1) of subdivision
(p) of Section 12955, and Section 12955.2 of the California Government Code, in the leasing,
subleasing, transferring, use ot occupancy, tenure of enjoyment of the premises herein leased nor
shall the lessee himself or herself, or any person claiming under or through him or her, 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
premises herein leased.

‘Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be constmed to apply to housing for older pessons, 2s defined in
Section 12055.9 of the California Govemnment Code. With respect to familial status, nothing in said
paragraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.1%, and 799.5 of the
California Civil Code, relating to housing for seniot citizens. Subdivision (d) of Section 51 and
Section 1360 of the California Civil Code and subdivisions (n), (o) and (p) of Section 12955 of the
California Government Code shall apply to said paragraph.”

() Tn contracts: “The contracting party or parties hereby covenant by and for
himself or herself and their respective successors and assigns, that there shall be no discrimination
against or segregation of any person or group of persons, on account of any basts listed in
subdivision (2) or (d) of Section 12955 of the California Government Code, as those bases are
defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision (p) of Section
12955, and Section 12955.2 of the Califomia Government Code, in the saie, lease, sublease, transfer,
use, occupancy, tenure ot enjoyment of the premises, not shall the contracting party or parties, any
subcontracting party ot parties, or their respective assigns or. transferees, establish or permit any
such practice or practices of discrimination ot segregation.

Notwithstanding the immediately preceding paragraph, with respect to familial
status, said paragraph shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Califomia Government Code. With respect to familial status, nothing in said
pazagraph shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11, and 799.5 of the
Califorria Civil Code, relating to housing for senior citizens. Subdivision (d) of Section 51 and
Section 1360 of the California Civil Code and subdivisions (n), (0) and (p) of Section 12955 of the
Californiz Government Code shall apply to said paragraph.”

4. All covenants and agreements contained in this Grant Deed shall mun with the land
and shall be binding for the benefit of Grantor and its successors and assigns and such covenants
shall un in fvor of the Grantot and for the entite period during which the covenants shall be in
force and effect as provided in the Agreement, without regard to whether the (Grantor is or remains
an owner of any land or interest therein to which such covenants relate. The Grantor, in the event -
of any breach of any such covenants, shall have the right to exercise all of the rights and remedies
provided herein or otherwise available, and to maintain any actions at law ot suits 1 equity or other
propesty proceedings to enforce the cusing of such breach. The covenants contained in this Grant
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Deed shall be for the benefit of and shall be enforceable only by the Grantor and its successots and
assigns.

5. The covenants contained in Paragraphs 2 and 3 of this Grant Deed shall remain in
effect in perpetuity except es otherwise expressly set forth therein.

0. This Grant Deed may be executed simultanecusly in one or more counterparts, each
of which shall be deemed an original, but all of which together shall constitute one and the same

instrument.

[Signatures zppear on next page.|
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IN WITNESS WHEREOF, Grantor and Grantee have cansed this Grant Deed to be
executed and notarized as of this day of ,200 .

GRANTOR: . SUCCESSOR AGENCY TO THE INDUSTRY
URBAN-DEVELOPMENT AGENCY

By:
Name:
Title:
ATTEST:
Diane Schlichting, Agency Secrefary
GRANTEE:
BLUESKY INVESTMENT LLC,

a California limitedf liability company

By
Namé: Mary Hong Dong
Title: Managing Member
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A Notary Public or other officer completing this certificate
verifies only the idenfity of the individnal whe signed the
document to which this certificate is atiached, aud aot the
truthfizlness, accuracy, or validity of that docement.

State of California )
County of Los Angeles )
On JULY 18, 2016 , before me, JANET C. THAM, notary public
(insert name and title of the officer)
Notary Public, personally zppeared MARY HONG DONG \

who 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 mrthotized capacity(ies), and that by his/ber/their signature(s) on the instrument the
person(s), ot the entity upon behalf of which the person(s) acted, executed the instrument.

1 cestify under PENALTY OF PERJURY under the laws

of the State of California that the
foregoing paragraph 1s true and correct. a :

Ry LSRR, ML S SN 8

JANET C. THAM
Commissian # 2007037
Notary Public - Galifernia
Los Angeles Gounty

Sigan (- : Gea)

A Notary Public or other officer completing this certificate
verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the
truthfilness, aceuracy, or validity of that document.

S my hand and official seal.

Ly R B

State of California )
County of Los Angeles }
On , before me, ,

(insest name and title of the officer)
Notary Public, perscnally appeared ,
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within insttument and acknowledged to me that he /she/they executed the same in
his/her/their authotized capacity(es), 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 instrament.

I certify under PENALTY OF PERJURY under the laws of the State of Califormia that the
forepoing paragraph is true and correct. '

WITNESS my hand and official seal.

Signature ‘ (Seal)
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Exhibit A
LEGAL DESCRIPTION

THE LAND REFERRED TO HEREIN IS SITUATED IN THE STATE OF CALIFORNIA,
COUNTY OF LOS ANGELES, DESCRIBED AS FOLLOWS:

PARCEL 1 OF PARCEL MAP NO. 182, TN THE CITY OF INDUSTRY, COUNTY OF LOS
ANGELES, STATE OF CALIFORNIA, AS FILED IN BOOK 141 PAGES 35 AND 36 OF
PARCEL MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF SATD COUNTY,

EXCEPTING THEREFORM THE PROPERTY DESCRIBED AS PARCEL “204L-FEE” 1IN
THE FINAL ORDER OF CONDEMNATION OF TTHE SUPERIOR COURT OF THE STATE
OF CALIFORNIA, COUNTY OF LOS ANGELES, RECORDED APRIL 14, 2014, AS
INSTRUMENT No. 20140467694, OF OFFICIAL RECORDS OF SAID COUNTY.

APN: 8760-009-002
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EXHIBIT “C”
LIST OF ENVIRONMENTAL DOCUMENTS

1. Due Diligence Phase I Environmental Site Assessment and Document Review by Ardent
Environmental Group, Inc. dated November 28, 2007.

2. Roof Asbestos Survey by Ardent Environmental Group, Inc. dated November 4, 2010.
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