OPERATING AGREEMENT
OF
S T ASSOCIATES, LLC,
a California Limited Liability Company

THIS OPERATING AGRZEMENT 2F S T ASSOCIATES, LLC, a Califsrnia

limited liability company ("Ccmpany"}, is made as oI January 1,
1996 ("Agreement"), among Th2 Drogin Revocable Declilaraticn ciZ
Trust, datad October 22, 13392 ("Drogin Trust"), James W. Welch
("Welch"), Richard XK. Plumleigh, Jr. ("R. Plumleigh"), Mona K.
Plumleigh ("M. Plumleigh") and Gay B. Odmark ("Cdmark"}. Tha

Dregin Trust, Welch, R. Plumleigh, M. Plumleigh and Cdmark
sometimes hexreinafzer shall Dbe referred to indivicdusally as a
"Member" and collectively as the "Members." The Members agrze &s
follows:

R=CITALS

This Agreement is made in contemplation of the following facts
and circumstances: :

A. Immediately prior to the execution of this Agresement, th=
Members were each gesneral partners of S T Associates, a California
general partnership (the "Parznership"), which was organized on
May 13, 1977 pursuant to that certain Agreement of General
Partnership dated as of May i3, 1977, as amended from time to time.

B. By this Ayreement, the Members intend tc ccnvert the
Partnership intc a Limited Liarility Company under the laws c¢f tha
State of California.

C. In furtherance of that objective, the Members have caused
the Company toc be organized and are transferring all of their
interests in the Partnership ("Partnership Interests") to the

Company in exchange for Membership Interests (as defined below),
which will be issued to the Members in the same proportion as
Partnership Interests.

D. Immediately upon the Company's receipt of each of the
Member's Partnership Interests, each Member hereby votes and
consents to terminate, wind-up and dissolve the Parctnership and
authorizes the Manager to take all actions, which the Manager deems
reasonable and appropriate in order to do so. The Partnership's
assets will be distributed to the Company, and the Cocmpany will
assume the Partnership's liabilities and continue its business, all
subject to the terms and conditions of this Agreement.

E. In connection with formation of the Company, the Members
hereby set forth their raspective rights and obligations as members
thereof.
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AGRZZMZAT
The Mempbers hersby agre= o ths ctrovisions and ccondicicns of
this Agreement, as 1t may be amencé=< Irom time fto time.
1. DETINITIONS. When used iz zzis Agreement, the tarms set
forth in Exhibit A shall havs ths m==sznizngs set forth in Exhibit A

(all terms usad in this Agresment ars not defined in Exhibit
A shall have the meanings set fcrtx sawnére in this Agrasment).

2. FORMATION.

2.1 OQOrxganization. By this Zgresment, the Members hereby
organize the Company as a Califor=miz limited liability company
pursuant to the Act.

2.2 Effective Date. This Acrsement shall be effective
as of January 1, 1996, but subject tc the f ling and acceptance of
the Articles with the Secrstary oI the State of California

("Effective Date").

2.3 Registered Agent and QIfice. The registered agent
for the service of process and the cffice of the Ccmpany
shall be as reflected in the Articlss as originally £iled in the
Office of the Secretary of State of Caliiornia. The Manager, from
time to time, may alter the registarsd agent or office through
appropriate filings with the S=acretaxry of Stare. If the registared
agent ceases to act as such or the registered =ffice shall change
for any reason, the Manager prompt:v snail designate a replacement
registered agent by filing a Limi zad Liakility Company Statsment
of ‘Information (Form LLC-12) or other appropriate notice.

1 ﬂ [
'__l

2.4 Scope of Agresment. Tnha Members expressly intend
that this Agreement shall govern the rignhts and responsibilities
of the Members with respect to the Company, even 1if cerzain
specific provisions of this Agreement are inconsistent with or
different from the general provisions 'of the Act or any othex rule
or law, except to the extent (i) this Agreement expressly
incorporates federal income tax rulses by reference to Sections of
the Code or Treasury Regulations, or (ii) any provision ¢ this
Agreement is expressly prohibited or ineffective under the Act or
any law or rule. To the extent any crovision of this Agreemeant is
prohibited or ineffective under the 2ct, this Agreement shall be
considered amended to the smallest dscrse possmole in order to make
the Agreement effective under the Acz. If the Act subsequently is
amended or interpreted in such a manner as to maks valid any
prevision of this Agreement that ormerly was invalid, such
provision shall be considered to be vzlid from the effective date
of such interpretation or amendment.

0

2.5 Conversion of Generagl Parxtnership Intarest. The
Members now desire (a) to reflect txzs fact that the Members now
desire to transfer the Partnership Intarasts to the Company, (b)

b=
to convert the General Partnershir into a limited 1liability
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corporaticn in a manner whisn will net rzsul< in =z
‘for federal income tax purpcsas gursuant o Izvenus

(c) to form a limited liabiliity ccxro o Trovers

of California law, (d) Do r=Zlzct Memcar

contributions o the capital ¢ ths Comx {e)

Members' respective Percentacs Intsrests in ez Comgan

3. NAME; LOCATION; PURPOSZ SND TDINTITY OF MZMITRG,
3.1 Name. The name <f th2 Company shall be § 7T

Associates, LLC, and all business ¢Z the Ccmrany shall bz conducted
under that name or under any cther name dstfermined by th
to the extent permitted by apvlicazle law.

3.2 Place of Business. The Ccmpany's principal placs
of business initially shall be locazed ac 2207 Sarne: Avenue (Suitsz
J) San Diego, California 921569, and thersafitsr shallil be located at
such other place or places as may bs determinsd by the Manager from
time to time.

i
]
0
)
1]
.
0

3.3 Purvose. The busi=z ourzose of the Company
shall be (i) to hold, operate znd ultimatzly dispcse of the
Property; (ii) to do all taings reslacad or incidsental to or in
furtherance o©f such business; and (iii) t: conduct any other
business which lawfully may be ceonductad undsy the Act and whickh
the Members determine to be appropriate. Ths ?Property consists of
a senior citizens multiple residential proujec:z (situatad on land
owned by the City of San Diegc) containing two hundrad seventy-
five rental apartment units ("Project"] wiich the Company is
currently cperating.

3.4 Certificates/Filings. The Marnager shall prepare,
execute and file the Articles in th=s Offica o the Sacretary of the
State of California. The Manager shall execuze ancd file with thse
Cffice of the Secretary of State of the Stats of California any
amendments to the Articles approved by the Members. The Manager
is also authorized to execute, file and cause to be published with
the proper authorities in the City and County of San Diego or the
State of California, such other certificates or dccuments as ares
required by any fictitious business statament act or similax
statute in effect. If there exists a conflict between this
Agreement and the Articles, the Articles shall control. The
Manager from time to time shall executs or cause tc be executed
all such certificates and other dccuments, and do or cause to be
done all such filings, recordings, purzliishings and cther acts,
including without limitation a Statament of Ragistration (Form LLC-
12), as are necessary to comply wita the Act for the formation and
operation of the Company in all jurisdic:tions in which the Company
is authorized to conduct business.

4. TERM. The Members have bpeen affillated as partners of
the Partnership. They shall continue thair ra2lationship as Members
of the Company, the term of which shall commence as of the

Effective Date and shall continue until July 31, 2032, unless
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sooner dissoclved pursuant to ths provisions of Paxacrzrz 15 of zhis
Agreement.
5. MANAGEMENT .
5.1 Day By Dav Manscement by Manager. Th2 Dusiness,
property and affairs of the Company shall be manzazszd by the
Manager. Except as expressly set forth in the Articlss or this

Agreement and in connection with the normal business activities of
this Company, without the necessity of obtaining the ccnsant of the
Members, the Manager shalili have full, complete znd exclusive
authority, power and discretion to manage and contrcl tnzz2 business,
property and affairs of the Company, to make al_ decisions
regarding those matters and to perform any and all othsr acts or
activities customary or incident to the management of thz Company's
business, property and affairs, 1nclud1ng, without limizztion, the
power to exercise on behalf and in the name of the CA*::Jy all of
the powers described in Section 17003 of the Act. If Manager is
not acting in the ordinary course of normal business activities of
the Company, the Manager shall not take the acts scscified in

paragraphs 5.1.1-5.1.5 below wi hout securing the afiirmative vote
or written consent of Welch:

5.1.1 Assigrn, transfer, ceonvay, rledge,
hypothecate or mortgage the Projeckt;

5.1.2 Pledge the credit of ths Ccmpany;

5.1.3 Make an assignment cf the assz2ts of the
Company for the benefit of creditors;

.1.4 Become a surety, guarantor cr 2ndorser for
any perscon or flrm to the extent it may obligate the Ccmpany; or

5.1.5 Borrow any money in the npame of the
Company or lend any money of the Company.

5.2 Withdrawal, Removal oxr Termination ¢f Mamnager. The
Manager shall cease to be a Manager, for all purpcses, upon the
withdrawal of the Manager or upon the removal cf thes Manager.

5.2.1 The Manager may withdraw or resign as
Manager of the Company at any time upon sixty days writftan notice
to each of the Members.

5.2.2 Section 17152(b) of the Act
notwithstanding, the Members may remove a Manager cnlv for cause
and only upon their unanimous vote {excluding the vcze of the
Manager) . For purposes of this Paragraph £.2.2, ths term "for
cause" shall include only the f£ollowing:

5.2.2.1 The Manager's engacing 1in any
activity intentionally injurious to the Company or anv ctier Member
with respect to the Company Assets or the Company's Zusiness; oOr
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rent and performing the covenants and agree-
ments herein, shall and may at all times
during the said term peaceably and quietly
have, hold and enjoy the said premlses for
the term hereof.

Right to Assign and Sublet. LESSEE shall
have the absolute right to rent individual
apartment units in the Project, and in so
doing shall compbly with the provisions of
B.14., below. When in the opinion of the City
Manager, and subject to the approval of the
City Councll whenever required, if it is
deemed consistent with the best interests of
the CITY, LESSEE may assign this lease ©or any
interest therein and may sublease any portion
thereof to an assignee or sublessee who has,
in the opinion of City Manager, the financial
capability and overall competence to success-
fully operate the assigned or subleased
premises. The consent of the City Manager
and/or City Council will not be unreasonably
withheld. This lease and any interest herein
"shall not be assignable by operation of law
without the written consent of the City
Manager. Any or all of the following actions
will be considered trafficking in the lease-
hold which is not a permitted activity under
this contract and will be considered as
contrary to the CITY'S best interests:

a. Assignment or subleasing by LESSEE for a
consideration in excess of a reasonable
return on the actual value 6f the LESSEE'S
installed improvements and/or services
rendered.

b. Subleasing of the primary function of
the lease or subleasing of a major
portion of the leasehold.

c. If CITY has been notified in writing of
the existence of a trust deed or mortgage
secured by the leaseheold, CITY agrees to | -
give the trustee or beneficiary notice
of any sublease or assignment prlor to
CITY'S approval thereon.



EXEIZIT A .

DEFINITIONS

1.1 Act. The Beverly-Xill imited Liability Company
Act as set forth in Section 17009 2t sez. cof the Corporations Codse
of California, as amended from time tc time (or any corresconding
provisions of succesding law).

(0

1.2 Articles. The Limite d Liability Company Arzicles
of Organization (Form LLC-1) filed with respect to the Comrany.

1.3 Bankruptcy. With respect to any Member, a genaral
assignment for the benefit oI such Member creditors, the
commencement or acquiescence in the commencement of procesdings
under Title 11 of the United Statss Ccde or any other bankruptcy,
insolvency or readjustment of dezt or liquidation law or statuts
of the federal government or any state government, or the
adjudication of such Member as kankrupt or insolvent under any law
or statute or the application by such Member for any action which
indicates its approval of, conssnt to or acquiescence in the
appolntment of a trustee or receiver with raspect to such Member's
estate or assets, or any portion therecZ.

1.4 Capital Account. The capital account estaklished
and maincained for each Member in accordance with Paragraph 8.

1.5 Cash Available from Overations. The net cash
received by the. Company from the procseds of Company operations
(including, without limitation, net proceeds derived from the sals
or refinancing of Company Assets) in excaess of the current and
foreseeakle needs of the Company, as determined by the Manager in
its sole and absolute discretion. Items to be deducted from the
proceeds of Company operations in determining the Company's current
and foreseeable needs and the amount o©of Cash Available from
Operations may include, without limitation, (i) amounts necassary
for the payment of all costs, expenses (including the compensation
of Sunrise Management Company pursuant to Paragraph 5.7),
cbligations, liabilities, debt service payments, renairs,
replacements and capital improvaments and (ii) such additional
amounts as the Manager may determine to be necessary as a raserve
for working capital, contingent ccsts, expenses and liabilities of
the Company.

=
-2 OC
C

to

1.6 Certificate of Czancellaticn. A Certificat
Cancellation (Form LLC-4) £filed for the Company pursuan
Paragrapn 17.3.

1.7 Certificate of Dissolution. A Certificate of
Dissolution (Form LLC-3) filed for the Company pursuant to
Paragrapn 17.3.
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1.8 Code. e 1Intsrnal Revenue Code of 1986, as
amended, or ccorresponding provisions of succeeding revenue laws.

1.9 Companv Assets. Thaes Property and all other tangible
and intangible assets of the Comzany.

1.10 Dissociation Event. The occurrence to a Member of
any of the following: )

1.10.1 The MemZer withdraws from the Company with
the consent of the Managesr, or with regard to the withdrawal of-
the Drogin Trust, with the ccnsent of Welch;

1.10.2 The Member attempts to transfer its
Membership Interest 1in violation of the previsions of this
Agreement;

1.10.3 The Bankruptcy of such Member;

1.10.4 In the case ¢f a Member who is a natural
person, such Member's death or the entry of an order by a court
adjudicating such Member incompetent to manage his or her person
or estate;

1.1G6.5 In the case of a Member that is a trust
or is a Member by such Member's capacityv as trustee of a3 trust, the
termination cf the trust (but not merely the substicution of a new
truste=) ;

1.10.6 In the case of a Member that is a limited
liability company or a partnership, the dissclution and
commencement of winding up of such limited liability company or
partnership;

1.10.7 In the case of a Member that is a
corporation, the filing cf a certificate of such corporation's
dissclution or the equivalent, or the revocaticon of its charter or
articles of incorporation, and the lapse of ninety (320) days after
notice to the corporation of a revocation of its charter or
articles without a reinstatement of its charter or articles during
said ninety (90) days; or

. 1.10.8 In the case of a Member that is an estate,
the distribution by the fiduciary of the estate's entire interest
in the Company.

1.11 Exerxcise Notice. Notice of a Member to purchase

another Member's Membership Interest delivered pursuant to
Paragraph 14.3.
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1.12 Liguidator. The Manager, or I none, a Memb=ar
"seleczaed by the remaining Members who shall e zuthorizzZ tc taks
the actions specifisd in Paragraczs 17.

1.13 Loss. The Ccmpany!' loss :for income tax
purposes, determined in accordancs th Exhibit 2.

1.14 Manager. Stephen 3. Drogin (the seztlor and trustae
of the Drogin Trust) and any other Person appointad or slectad as
the manager of the Company in acccrdance with Paragraph 5.

1.15 Member. The Drogin Trust, Welchk, R. ZFlumleigh,
M. Plumleigh and Odmark or any otnher Person admitted as a Member
of the Company pursuant to Paragrapn 13.1.

1.16 Membership Interest. With respect to each Member,
such Member's entire right, title and interxest in and to the
Company and the Company Assets, .including any wvoting and other
rights associated with such Memker's ownership intersst in the
Company .

1.17 Percentage Intexest. For ezch Memzer, T
respective percentage cownership interest with respec: to the
Company set forth in Paragraph 10.1.

1.18 Person. An individual, partnership, limited
partnership, corporaticn, limited iliability company, trust, estats,
association, or other entity, whether domestic or foreign.

1.19 2rofit. The Comgany's profit £for income tax

purposes, determined in accordance with pages 4 through 38 of this
Exhibit A.

1.20 Propertv. That certain improved *eal property in
San Diego, California and more particularly described in Parcel 1
of Parcel Map No. 6077, filed in the Office of tne County Recorder
of San Diego County, California, on June 22, 1977.

1.21 Transfer. The sale, transfer, hypothecation, encum-
brance or other conveyance of a Membership Interest, or any legal
or beneficial right or interest therein, whether voluntarily, by
operation of law, by gift or otherwise, or, if the context so
requires, the act of selling, transferring, hypcthecating,
encumbering or otherwise conveying a Membershiv Interesz, or an
legal or beneficial right or interest therein, whether voluntarily,
by operation of law, by gift, beqguest or otherwise.

1.22 Transferee. A Person to which a Mempershiz Intarest
is Transferred pursuant to this Agreement.

1.23 Treasurv Regulations. The federal rsgulations

promulgated under the Code by the Department of the. Treasury,
including corresponding provisions of succezading law.
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EXHIBIT B

ALLOCATION OF PROFIT, LOSS
AND OTHER ITEMS AMONG THE MEMBERS
OF S T ASSOCIATES, LLC

1. Definitions. As usad 1in the Agreement and this
Exhibit B, the following terms shall have the follcwing meanirng

1.1 "Company Minimum Gain" shall mean, with respect to
any Company fiscal year, the "partnership minimum gain" compuzed
strictly in accordance with the principles cf Section 1.704-2(4d)
of the Treasury Regulations. Subject to the preceding sentence,
"Company Minimum Gain" means tae amcunt determined as follows: (1)
first, compute, with respect to each Nonrecourse Liability, the
amount of taxable income or cain that would be realized by the
Company if the Company dispcsed of (in a taxable transaction) the
Company property subject to the Nonreccurse Liability in £full
satisfaction of that Nonrecourse Liability (and for no other
consideration), and (ii) add togsther the amounts so computed for
all Nonrecourse Liabilities of the Company. This sum 1is the

"Company Minimum Gain."

1.2 M"Economic Risk of Loss" shall have the meaning
provided by Section 1.704-2(i}) and 1.752-2 of the Treasury
Regulatcions.

1.3 "Nonrecourse Liabilities" shall mean liabilities of
the Company treated as "nonracourse liabilitiss" under Section
1.752-1(a) (2) of <the Treasuxy Regulations. Subject to the

preceding sentence, "Nonrecourse Ligbijities" means liabilities of
the Ccmpany (or a portion thereof) for which nc Member bears the
Eccnomic Risk of Loss.

1.4 "pProfit" and "Loss" of the Company shall be the
Company's net profit and net loss for federal income tax purposss,
subject to the fcocllowing adjustments:

1.4.1 Any income of the Company that is exempt from
federal income tax and not otherwise taken into account in
computing Profit or Loss shall be added to such taxable income or
loss;

1.4.2 Any expenditures of the Ccmpany describec in
Section 705(a) (2) (B) of the Code or treated as Secticn 705(a) (2) (B)
expenditures pursuant to Treasury Regulations Section
1.704-1(b) (2) (v) (1) shall be subtracted from such taxable income
cr loss; and

1.4.3 Gain or lcss resulting from any dispesition
of property contributed to the Company by any Member with resgect
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to which gain or loss is racognizad Zcr faderal income tax purTcsas
shall be comDuted by refi=rence toc T2 Ifair-market value of such
property at the time of contrizuticn {i.e., the initial wvalus
cradited to the conzributi rg Mampber's Capital Account)

nctwithstanding that the fair-market vaiue of such property at txe
time of contribution diffsrs form its adjusted tax basis.

1.4.4 1If the "bcok" value of any Company assst 1is
adjusted pursuant to Treasury Regulation Section 1.704—
1({pb) (2) (iv) (£), the amount of such adijustment shall be taken into
account as gain or loss form the disposition of such asse:t ifcr

purposes of computing Prciit or Loss.

account in computing such taxable inccme or loss shall be cowpuced
with reference to the "beok" wvalue of such assets rather than with
reference to their tax basis.

2. Tax Allocations.
2.1 Allccation of the Profiz ancd lLoss of the Companv.

Coméany Profit and Loss shall be allocated among the Members in
the order of priority set forth beicw:

2.1.1 OQualified Income Offsat.

2.1.1.1 Any Member who unexpectedly receives an
adiustment, allocaticn or distributiosa described in subparagrapns
(¢), (5) or (6) of Section 1.704-1(b){2)(ii) (d) of the Treasury
Regulations, which adjustment, allocation or distribution crsates
or increases a deficit balance in that Member's Capital Account in
exces:s 0of such Member's share of Ccmpany Minimum Gain, shall be
allocated items of "book" income and gain in an amount and manner
sufficient to eliminate or to reduce, as guickly as possible, the
excess deficit balance in that Member's Capital Account so cresated
or increased.

2.1.1.2 Allocations under this Paragraph 2.1.1
shall comprise a pro rata portion oI each item of Company income
(including gross income) and gain for the year. For purposes of
this Paragraph 2.1.1, Capital Accounts .shall be adjusted
hypothetically as provided for in Sections 1.704-1(b} {(2) (ii) (&) and
1.704-1(b) (4) (iv) (e) of the Treasury Regulations. The Memcers
intend that the provisiorn set forth in this Paragraph 2.1.1 shall
constitute a "qualified income ofiset" as described in Section
1.704-1(b) (2} (ii) {d) of the Treasury Regulations. Such sectiocn of
the Treasury Regulations shall control in the case of any conflict
between that section of the Treasury Regulations and this Paragraph
2.1.1. .
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2.1.2 Minimum Gai-~ Chargsback.

2.1.2.13 If tm=r= is a n=t decr=ase in the Ccmran
Minimum Gain during a Company taxablie year, each Member shail be

allocacted itzms of income zand gain in accordance with Section
1.704-2{(f) of the Treasury Rsagulaticns and its requirements Zcr a
"minimum gain chargeback."

2.1.2.2 Subject to Paragraph 2.1.2.1 above, =the
Company shall allocate to sach Member income and gain for that
taxable year (and, if necsssary, subssquent taxable years) in
proporzion to, and to the extent of, an amount equal tc the
Member's share of the net decrease in Company Minimum Gain
detarmined in accordance with Section 1.704-2(g) (2) of the Treasury
Regulatiens.

2.1.3 Allocation of Loss. Except as othexwise
specifically provided in the Agreement, including without
limitation, the provisions of Paragraphs 2.1.1 [entitled "Qualified
Income Offset"] and 2.1.2 [entitled "Minimum Gain Chargeback"], all
Loss (including all expense items separately stated on Company's
tax return) shall be allocataed to the Members as follows:

2.1.3.1 First, the Company shall allocate Loss to
the Members in the same amounts and in the reverse ordexr of
allccation as Profit previocusly was allecated pursuant te
Paragraphs 2.1.4.2 and 2.1.4.3 below, less the amount, if any, of
Loss previously allocated pursuant to this Paragraph 2.1.3.1, unzil
the aggregate Less allocated pursuant to this Paragraph 2.1.3.1 for
such Company taxable year and all previous Company taxable years
is equal to the aggregate Profit allocated to the Members during
all previous Company years pursuant to Paragraphs 2.1.4.2 and
2.1.4.3 below.

2.1.3.2 Second, the Company shall allocate Loss
among the Members according to their respective Percentage
Interests.

2.1.4 Allocation of Profit. Except as otherwise
provided in this Agreement, Profit shall be allocated among the
Members as follows: .-

2.1.4.1 First, the Company shall allocate Profit
to the Members in the same amounts as Loss previously was allocated
pursuant to Paragraph 2.1.3.2 above, less the amount, if any, of
Profit previously allocated pursuant to this Paragraph 2.1.4.1 and
Paragraphs 2.1.1 and 2.1.2 above, until the aggregate Profit
allocated pursuant to this Paragraph 2.1.4.1 for such Company
taxable year and all previously Company taxable years is equal to
the aggregate Loss allocated to the Members during all previous
Company years pursuant to Paragraph 2.1.3.2 above.
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2.1.4.2 Second, iI any Member zas a deficit palance
in itcs Capical Account, the Comrany shall alioczta Profit to =ach
Member in the proportion that sucx Member's deficit balance Capiza:
Account bears to the aggregate delicit Capital Account balancss of
all Members, until nc Member has a Zdeficit Capital Account baliance.

2.1.4.3 Thereafter, the Company shall allocates all
remaining Profit to the Members pro rata in accordance with their
respective Percentage Interests. :

2.1.5 [OMITTED]

2.1.6 Allocation of Certain Tax Ttems. Subject tc
Section 754 of the Code and Ssction 1.704-1(b) (4) (i) of thes
Treasury Regulations, allocaticns of tax items for £federal ancd
state income tax purposes shall be allocated to the Members in the
same manner as the book items corresponding to such tax items are
allocated pursuant to Paragraphs 2.1.1 through 2.1.5 above. As
stated in Treasury Regulations Section 1.704-1(po) (4) (1), when any
property of the Company is reflectad in the Carital Accounts of the
Members and on the books of the Company at a book wvalue that
differs from the adjusted tax basis of such property, then certain
book items with respect to such property will differ from certain
tax items with respect to that property. Since the Capital
Accounts of the Members are required to be adijusted solely for
allocation of the book items, the Member's shares c¢f the
corresponding tax items are not independenctly reiflecta2d by
adjustments to the Capital Accounts. These tax items will be
shared among the Members in a manrner that takss account of the
variation between the adjusted tax basis of the applicable property
and its book value in the same manner as variations between the
adjusted tax basis and fair-market value of property contributed
to the Company are taken into acccunt in determining the Member's
share of tax items under Cecde Section 704(c). In making
allccations of tax items of the Company, the Company shall comply
with the foregoing principles enunciated in Treasury Regulations
Section 1.704-1(b) (4) (i) .

2.2 Code Section 704(c) Allocation. If at any time a Member
contributes property to the Company, then Profit and Loss with
respect to such contributed property shall be allocated (solely for
income tax purposes and not for the purpose cof the Company's Books
of Account) between the Members in accordance with Section 704 (c)
of the Code so as to take into account any variation to the Company
between the adjusted basis of such contributed prepverty for federal
income tax purposes and the fair-market wvalue of such contributec
property at the time of the contribution. If at any time the
Manager revalues the book value of Company property on the
Company's Books to more accurately reflect the fair-market value
of such property, then income, gain, loss or deduction with respect
to such revalued property shall be allocated (scolely for income tax
purposes and not for the purpose of the Company's books of account)
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between the Members in accordancs with tae trinciples of Secticn
704 (c) of the Code so as to take into acczunt any variation to the
Company bketween the adjusted basis of such ravalued property for
federal income tax purposes and the bock value of such revalued
property.

2.3 Tax Allocation Not Described in this Exhibit. Any
Company income, gain, loss or deduction ifcr federal and state
income tax purposes (if and to the extent not included within the
alleocations of Profit or Loss as provided herein) shall be
allocated in the same manner as Profit and Loss is allocated
pursuant to Paragraphs 2.1.3 and 2.1.4 akove.

2.4 Allocation Between Assignor and Assignee. The portion of
the income, gain, losses, credits and deductions of the Company
for any fiscal year of the Company during which a Membership
Interest or Economic Interest is assigned by a Member (or by an
assignee or successor in interest to a Member), that is allocable
with respect to such Membership Interest or Economic Interest shall
be apportioned between the assignor and the assignee of the
Membership Interest or Ecconomic Interest on the basis of the
interim clecsing of the books method provided by the applicable
Treasury Regulations under Section 706 of the Code.

2.5 Express Consent to Allocations. The allocations which
are to be made pursuant to this Agreement, iacluding allocations
of distributions, are expressly cconsented to by each Member as a
condition of becoming a Member.
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5.2.2.2 The Manager's ccmmiIzzIing any ifrzud
against the Companv; or

5.2.2.3 The Manager's ccnvicticn oI any
felony involving moral turpitude rssulting in ths Ioprisonmant of
the Manager or any of its princigals or officers

5.3 Election of New Manager. If the Mazzgesr ceases to
be the Manager upon the occurrencs of any of the =2wvants specifiasd
in Paracraph 5.2, the Memcers shall elect a new Manzger, who must
be a Member of the Company. If necessary, Welc:z szall sexve as

|98

Manager temporarily until such new Manager is el=c:=

5.4 Performanc= of Ductiesg; Liabilitv o5 Manager. The
Manager shall not be liabl= to the Company or tc any Mamber for any
loss or damage sustained by the Ccmpany or any Memzai, unless the
loss or damage shall have been the result of fraud, dsceit, gross
negligence, reckless or intentional misconduct, or a knowing
viclation of law by the Manager.

5.5 Indemnification. The Company indemnify,
defend by legal counsel of the Manager's choice zn2 hold harmless
the Manager and its officers, directors, shareholcsrs, employees,
agents, affiliates, successors and assigns from zand against any
and all claims, demands or 1liakilities arising zut of or in
connection with any acts pverformed or omitted te k2 performed by
them in connection with the Company's business, unizsss the loss,
liability or damage was caused by the gross negiigsnce, fraud or
criminal act of the indemnified Paxscn.

5.6 Insurance. The Company shall have the power to
purchase and maintain insurance on behalf of ths Manager and any
Person who 1s or was an agent of the Company against any liability
asserted against such Person and incurred by such Perxson in any
such capacity, or arising out of such Person's status as an agent,
whether or not the Company would have the power tfc indemnify such
Person against such liability under the provisions of Paragraph 5.5
or under applicable law. '

5.7 Provertv Manager. Sunrise Managem=nt Company shall
act and operate as the property manager for the Prciect and shall
receive for such services monthly compensation in 37 amount equal
to 5% of the total gross receipts received by the Company during
each such month. As part of such management sarvices, Manacer
shall cause Sunrise Management Company to provide cifice space and
reasonable telephone and cther utility services in connection wit
such office space, day tc day bookkeeping servicss (exclusive of
the services of the certified public accountant exmrloyed by the
Company to make annual accountings of Company's zcoks and records
and complete reports reflecting such accountings and the
informational tax return ci Manager and of the cost ¢£ all computer
services), and gsneral supervisory and managsmant services
(exclusive of the services of resident managers a2z ths Project).
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Each oi the Mempers acknowleczs Tzt tzz Drcgin ISt
sharehclder of Sanrls= Management CJompany and that any ¢
int=arest which may exist is waived.

t-.J
1t
th 1
Hh (D

5.8 Death of Currsnt Manager. Nocwitihstanding anything
to the contrary 1in this nc“==:e:t, if the current Manager,
Stephen B. Drogin, dies prior to Welch, ‘and Welch is a Member at
such time, Welch shall be apcocintad Manager.

6. MEMBERS.

6.1 Certain Decisions. Any provision of this Agreement
to the contrary notwithstanding, the following actions shall
require the unanimous consent of ths Members:

procadurﬁs to dissolve and wind

6.1.1 Commencing
up the Company, except as expressly provided in this Agreement;
6.1.2 Merging the Company pursuant to Section

17551 of the Acrt;

6.1.3 Amending the Articles or this Agreement;

6.1.4 Admizting any additional Member;

6.1.5 Changing the nature of the . Company's
business; and

£.1.6 Undertaking any act which would make it

impossible to carry on the ordinary business affairs and operations
of the Company.

6.2 Limitations on Membexs. Except as provided
specifically in this Agreement, no Member shall have the right or
power: (i) Section 17252(a) or any other provision of the Act
notwithstanding, to withdraw or rsduce its capital, except as a
result of the dissolution of the Company or as otherwise required
by law; (ii) to bring an action for partition against the Company;
or (iii) to demand or receive prorerty other than cash in return
for its capital contributions to the Company. Cther than upon
dissolution of the Company as provicded by this Agreement, there has
been no time agreed upon when the ccntributions of the Members must
be returned, and no Member shall have the right to require that
the Company return any contributions to the capital c¢f the Company.

6.3 Liabilitv of Membexs. Except as expressly provided
in this Agreement, no Member shall be rssponsible as such for the
debts or liabilities of the Company. The failure of the Company
to observe any formalities or reguiresments relating to the exercise
of its powers or management of its busiress or affairs under this
Agreement or the Act shall not be grouncds for imposing personal
liability for debts or liabilitiss of the Company on the Manager
or any Member.

[2)}
1
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5.4 No Mansgement ancé Contxrol. No Member (except cne
whe 1s then The Manager) shall have the pcwer, right or authorizy
to and snall not take part in ths control, conduct, management or

b=
operaticn ©i the Company and snall have no power, right or

ty te act for or bind the Company, including during che
windinc ur period following dissclution of the Company. No Memcex
shall have the right to approve any maiters other than thcse
describad in Sections 17103 (b} and 17103 (c) of the Act and thcse
expressly set forth in this Agreement, and any other action may be
taken by the Manager without the approval c¢f the Members.

7. COMPETITION.

7.1 Competitign. Nec provisicons »f this Agrszement shall
be construed to prevent Manager or any Member (or any principal or
affiliate of Manager or any Memper) from engaging in any other
business including, without limitaticn, any business competitive
with Company.

7.2 Investment or Manacement Ocvortunities. None of the
Members (or any principal or affiliate of any Member) shall be
obligatsd to present to the Company cr the Members any varticular
investment cr opportunity which is similar to the purpose of the
Company, even 1if the opportunity is of a character which, if
presenteda to the Company, could rte taken by the Company, and each
. Member (or any principal cr affiliace of any Member) shall have the
vight to take for its own account or te r2commend to others any
investmant opportunity which is similar to the purpose cof cthe
Company.

8. CAPITAL ACCOUNTS. The Members acknowledge and agree that
for 1income tax. purposes, the Jompany shall be governed by
subchapter K of the Code; actordingly, a separate capital account
shall be established and maintained for each Member ("Capitcal
Account") strictly in accordancz with the rules set forth in
Section 1.704-1(b) (2) (iv) of the Treasury Regulations. If and to
the extent required by the Treasury Regulations promulgated under
Section 704 of the Code, upon (i) distribution of assets (other
than mcney) of the Company to a Member, or {(ii) the liquidation of
a Member's interest in the Company, to reflect unrealized gain or
loss, the Capital Acccunts for the Members shall be adjusted for
the hypothetical "net book gain" or "net book loss" (as defined in
the Treasury Regulations promulgatsd under Ccde Section 704) that
would have been realized by the Ccmpany if the Company Assets had
been sold for their fair-market values in a cash sale. Capital
Accounts also shall be adjusted upon the constructive termination
of the Comrany as provided uncder Section 708 of the Cecde as
required by Section 1.704-1(D){Z) (iv) (1) of the Treasury
Regulatiorns.




9. CADITALIZATICN.
9.2 Capital Contributions. Effeczivs ol Jan_a*y .
1996, each Member shall contribut=2 to the bovu;:y Suca Member's
entire Partnership Intsrest to the capital of 2=z Csspany. Mo
Member shall be required to make any other subs=sgu=snt cIntrxibutizn

to the capital of the Company.

9.2 No Withdrawals. Section -17232(c} c¢r any othexr
provision of the Act notwithstanding, nc Msmp2r shzll have the
right toc withdraw any capital contributicn or to wrmaks additionzl
contributions to the capical of the Company witzout the pricr
written consent of the Manager.

9.3 No Interest. No interest shall =2
respect to any Member's contribution to the cawical of cxs

9.4 Sources of Additional Cavital Invzss: :
Manager determines that the Cowmpany has cash neseds in excess cf
available funds (for any expenditures or reserve n excass of Cash
Available from Operations and Proceeds Availacia £rzm Sale cor
. Financing Transactions) the Company may borrow funds
institutions <r other sources of capital or suc: terms arnd

conditions as the Manager and Welch deems advisable.

10. EERCENTAGE INTERESTS;: TINCOME TAY¥ LITOCATIONE.

1G.1 Bercentage Interests. Ssction 17235 or any oche
provision of the Act notwithstanding, each
Percentage Initerest shall be as follows.

MEMBZR PERCENTAGE INTZREST
Drogin Trust 50%
Welch 20%
R. Plumleigh 5%
M. Plumleigh 5%
Cdmark 20%
Total: 10C%

Secticn 1725C or any other prcvicior of the Acc 2 contrary
notwithstanding, the Members' respective Percentacgs Inrzrests shall
not be adjusted to reflect any distributions from the Company
rursuank to Paragraph 11.

10.2 Allocation of Profit and Loss. Aill ailzcations cf
Profit and Loss, and other items of inceme, gzain, credit and
deduction of the Company shall be made in accocrdanmcs with ths
provisions and conditions of Exhibit B.

is

10.3 Accounting Decisions. A1l ecisicns as t©o
accounting and tax matters shall be made by the Manacgsar.
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purposes of Section 5231(a;j (7) ¢I the Code. The Manager shalil
the "notice partner" with:in the neaning ci Section 6223 of
Code. Upcn request of any Mempsr, the Manager, in 1its soles anid
absolute discretion, may make the slection for the Company undexr
Section 754 of the Code to adjust tze basis of the Company's assets
as described in Secticns 734 and 743 of the Coce.

10.4 Tax Magz-=ars. Ths Company's tax anéd Ifiscal vsar
shall be the calendar vyezr, unlsss the Manager shail elect =z
different £fiscal y=ar at any time The accountants shaill =2
instructed to prepars and file ail required income tax ra2turns fcx
the Company . Th 12 Manager shall z= the "tax mattars partner"” fcx

ol

10.5 QOklizations of Memz=2rs to Revort Allocaticns. Ii=
Members are awares Of the income tax conseguences of the aliocations
made by this Agreement and hesrsby agree to be kouné by ths
provisions herein wiien reporting tzeir shares of Company income and
loss for income tax purposes.

11. (CASH DISTRIBUTIONS. Discributions of Cash Available fr
Operations shalil be made to the Msmbers at such time or times
the Manager determines that the Company has adequats Cash Availabkis
from Operations. Distributicns oI Casn Avaiiabile from Overations
shall be distrimhuted tce the Memk=a2rs according ©o the followins
priorities (excert upon kerminaticr c¢f the Cempany, in which evanm,
available funds shall be utilized or distrihuted accerding to th=a
prioriries set fortia in Paragraph 17 belcw;:

e 1 D

b W

(.J

11.1 Eirszt, to the Managar for curreut op=arating axgenss
he has incurred con kshaif of the Company for which it has aot =
reimbursed (the Manager may JLncur cerrain ccsts and excensss ¢
behalf of the Ccmpany for, ameng otaer things, legal fees and cost
incurred in preparation of this Agreament and tne formation of th
Company! ;

M w s am

11.2 Therszafcer, tc the Members p:ro rata in accordanca
with their respective Percentage Interests.

12. BOOKE AND RECORDS: ACCOUNTS.

12.1 Records. The Manager, at the Company's expense
shall maintain for and on behalf of the Company, at its principal
office in San Diegc, California, the books and records raguirad by
Section 17058 of the Act. Upon the request of a Member, fcx
purposes tvreasonably related to such Member's Membership Interest,
the Manager prowmptly shall deliver to such Member, at the expens=
cf the Company, copiss cf the infermation required to be maintained
by Paragrarh 12Z.1.

12.2 Reimbursable Expenses. Expenses oi the Company
shall be billed te and paid by the Manager. The Manager shail
receive from the Comrany reimbursement for all actual out-of-pocksz:

expenses incurred by the Manager in furthering the Company's
business, including, but not limited to, amounts expended for thsa
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maincenance of Company bocks zn2 racords and any funds advancad to
organiz= the Company or for : vanv's benefit

12.3 Bank Accounts. Tn2 Manager may Cpren accounts at
banks cxr other financial instizuzicns as the Manager dsotarmines are
aporopriate, Only the Manag=x s2all be an authorizad signatory
upon each such bank account Thn2 amounts to be depcsitad and
maintained in each account shzll Ze detsrmined by txs ‘Manager

12.4 Annual Audit. IZ Zes=med necsessary Cr approrriate

by the Manager, the financial ZzZcoks and records ci the Company
shall be audited annually by =z independent firm of certifi=d
public accountants selected by Manag=r.

12. TRANSFER OF MEMBERSH
Transfer all or any porticn of

ZIZ INTERZISTS. Nc Membexr shall

izs Membership Interest without the
prior written consent of the Manager and Welch. Any purported
Transfer in violation of this Agreement shall be void and
ineffectual and shall not operazz to Transfer any right, title or
interest in or to the purportac transferee. Each Member agrees
that such Member shall remain lizble for damages and shall be
subiect to appropriate injuncziva ralief for any Transfizr made or
acttemptad to be made in wvioiazticn of the restrictions in this
Agreement. Upon the Transfer oI 2ay Merbership Intarsst pursuant
to this Agreemernt, the Capital Zccount oI the selling Membear thac
is attributable tc the so:id or trzansferring Membecrship InFGV‘sc
shall carry over to and shal: zZ2 assumed by thea Transferce.
Notwithstanding the fcregoing, ths follcwing transfars shall not
requir=s the consent of the Manau 27 Welch: {i) the transfer by
the trustee of the Drogin Trust ¢ its Membership Tac=rest tc ihe
beneficiaries of the Drogin T:rus upon the death <of Staphen B
Drogin, and (ii) the transfer of e. ch's Mempership Interest by
succassion ¢r testamentary d;r;a ition to Welch's spouse  or
children upon tne death of Weich.

14. DISSOCIATION OF A MEMEEZ.

14.1 Dissociation. A Ms=mper shall cease to be a Mewber
of the Company upon the occurrance of a Dissociation Event to such
Member. Section 17252 (a) or any cther provision of the Act to the
contrary notwithstanding, no Memnexr shall withdraw froum the Company
pricr to expiraticn of the ta2vm of the Company, excepti as
specifically permitted by this Agrazment. A Member who suffers a
Dissociation Event shall no lcnger be entitled to vote or
participate in the management ox contrcl of the Company or to
demand information except as specifically requ‘ rad by this
Agresement. Section 17252(<) cr any other provision of the Act to
the contrary notwithstanding, nc Member shall be entitled to
receive any cash or assets frcm tiie Company upcn the occurrencs of
a Disscciating Event, except =zs ; ovided in this Paragraph 14.

Notwithstanding anything to ths contrary in this Agreement, the
death c¢f Welch or the termination of the Drogin Trust due to the
death o©of Stephen B. Drogin shzll nct constitute a Disscciation
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Event as to thcse mambers for Ths purroeoses of this Faragriph 14.1
orly.

h

14.2 EZZ=ct of Disscciaticn Event Excegst o
in Paragraph 16 r=2icw, 1f any Msmper suffers a Dissoc:l E
the Company shall not be adisscived. Rather, ars
representative, exacutor, Trustee, administraco guardi
conservator or other succassor-in-intarest liactivy
"Representative") of such Member wihwo sufiers such Disscciation
Event must complyv with the racuirements oI Paragraps 142.2 below
14.3 Ricrnt of Purchass. Except as provided in Paragrapn
- na

16 (Events of Dissolution), iI any Msiber other than the Drogin
Trust or Welch suifars a Disscciaticn Event, the Drogin Trust and
Weich shall have the right to purchase such Member's Membership
Interest in the Company vupcn the provisions and conditions
specified in Paragraph 15 belcw. If both the Drogin Trust and
Welch wish to exsrcise their rights =o purchase under this
Paragraph 14.3, each such partcy shall have the right to purchase
a peortion of the seiling Member's Membership Intarest equal tc the
proportion which each of such party’'s Pexcentags Interast in the
Company bears to the aggregats Pzrcentage Intersst of zthe Drogin
Trust and Welch at that time. To &sxzrcise its righ%t tc purchase
the Mempership Interest of a Member suffering a Dissociaticn Evenc
as provided heresuncder, the Memrer must deliver an Exerciss Notice
£o the Manager in¢ the Member or Representative of the Member
suffering a Disscciaticn Evenc.

1%. PRICE, T=RMS AND CONDITIONS OF FIURIHAST.

15.1 Purchase Price. The purchase price i{"Durchase
Prica")} for the Memrership Interest of any Member selling under the
provisions of Paragraph 14.3 hevein [“varagraph 1S Selling Member")
shall pe the fair-market value of the Paragrapn 15 Selling Member's
Membership Interest which, Section 17252(c}) or any other provision
of the Act to the contrary nctwithstanding, shall be decermined
strictly in accordance with this Paragraph 15. The Purchase Price
for the Paragraph 135 Selling Member's Membership Interest shall be
based on the Property Value (as defined below) and determined
pursuant to the formula set forth in Paragraph 13.2.4 below as of
the date of delivery of an Exesrcise Notice by the Member(s)
{singularly or collectively, "Purchasing Memker") purchasing the
Paracraph 15 Selling Member's Membership Interest.

15.2 Metnod of Determining Purchage Brice. The Purchase
Price shall be dezarmined as follows:

1
fair-market value

u

.2.1 The Property Value shall resfsr to. the
cf the Property ("Property Valiue"}.

15.2.2 Within thirty days after the date the
Purchasing Member czlivers an Exercise Notice to the Paragraph 15
Selliing Member (cr its Representative), the Purchasing Member and
Paragraph 15 Seliing Member shall me=t and in good faith seek to
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agr2e upon the Propvercy Valuz as of the datz2 of deilvsrvs cI tha
Exercise Notice. If, during the tairty days following =hs Z2zts tha
Purchasing Member and Paragraoh 13 Selling Member first m=sz iz an
efZort to establish tne Propexty Value ("Negotiating Psriczi'), chay
agree upon such Property Value, their determinaticn snall be
entered into the formula to detarmine the Purchase Srics as set
forth in Paragraph 153.2.4 beliow.

15.2.3 If che Purchasing Member and tze Taragraph
15 Selling Member are unakle to establish the Prepertyv Valis during
the Negotiating Period, the Prcperty Value shall be dsctewvmined by
the award agreed to by a singl2 MAI Appraiser '"Appraisar": Jjointly
selected by the Purchasing Member and Paragraph 15 Selling Mempar
If they cannot in good £faich agree to a =single Ap?_‘i*er, th
Property Value shall be datermined by a wmajoricty 2 thre
Appralsers, one seiected ty the Purchasing Member, ons selectad b
the Paragraph 15 Selling Member (or its Representacive;, and on
selected by the two previcusiy selected Appraissrs. Afte
expiraticn cf the Negotiating Period, each of the purchasing an
selling parties shall give nctice of its selection of an Apprais
to the other party. If either party to such purchase Izilis

"refuses tc select an Appraiser within fiftsen ({(13) day
receipt of written notice o:i the other party's selecticon o
Appraiser, the Property Valusz shall ke determined by ths =
Appraiser selected. The Appraiser f{cr Apo;a1spr=‘ sh3zli cs
the Property Value as scon as possiklae. If a majority of t©
Appraisers are .unable to agree upon the Property Vaius w
forty-five (45, days after the apouintment of tne Lilrst Arg
the Property Vaius shall be an amount equal t2 the average of
three values determined by the Appraisers. excluding any aprrad
which is ten percent (10%) greater than or hLen percent (il%)
than th=s middle appraisal. The Property Value shal: ke en:
into the formula tc determina the Purchase Price as set fo
Paragraph 15.2.4 kelow.
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15.2.4 The Manager, as socn Aas pessicle after
being advised cf the Property Value, shall determine &
Price pursuant to tne following formula:

(Propexrty Value - Existing Debt secured by Proverty) X
{75%) » (Percentage Interest of Selling Member)

*Acs of the date of delivery of the Exercise Notice.
To illustrate, if a member with & 10% Percentage Int
=]

a Disassociation Event and if the Property Vaiue i minad
be $3,000,000 and the debt secured by the Prooperty as oI t1 d
h
0

L aLoWn

of delivery of the Exercise Nctice is $2,200,0690, then ths Purcl
Frice shall equal $60,000 ([53,002,0C00 - $2,200,00) x 73% x 1

D
(]

As socon as the Manager has determined the Purchasz Prics, ¢
Manager shall deliver written notice of the Purchase Zrics to bo
the Paragraph 15 Selling Memper and the Purchasing Mempo
("Purchase Price Notice"). Any provision in this Agrs=ament to ©

3 (Db 1
m {3
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contrary notwithstanding, the Furchasing Member snall nzave thrsa
(3) business days after the deliivery of the Purchase Price Nctica
to elect not to procsed witnh the purchase, whersupcn its purchasa
option shall cerminace.

15.2 Closiag. Tha cleosing for the purchase and salz cf

the Faragraph 15 ‘Selling Member's Membership Inta2rast shall occuxr
at the Company's principal place cf pusiness at 1C:00 a.m. on ths
tenth (10) day aiter delivery of the Purchase Price Notics, unless
such day 1is a weekend or nationai holiday, in wnich event, ths
closing will occur on the next business day. An the closing, ths
Paragraph 15 Seliing Member shall deliver Lo the Zurchasing Memberxr
(in form and substance accertable to tne Purchasing Member) a dulvy
executed assignment of Mempbership Interest (with certificats(s)
evidencing such Memkership Interest, if any). Yron raqusest of ths
Purchasing Member concurrently therewith or at any time and from
time to time thersafter, the Paragraph 15 Selling Member also shail
execute and deliver such other documents and iastruments as thsa
Purchasing Member determines are necessary or desirable ¢to
consummate the cicsing and to transfer ownership, title and contrcl
of the Paragraph 15 Selling Membexr's Membership Ianterest and ths
Company Assets to the Purchasing Membsr and ctherwige tc allow ths
Purchasing Member to use, sell, rant, own. coparate or dispose oI
the Paragraph 15 Sellirng Member's Membersh;p Intarsst or interast
in the Company Acsets. At the clocing, the Purchzsing Member shall
deliver to the Paragraph 15 Selling Mamber cerblfled or cashier's
checks in payment c¢f the Purchase Pric=2. In addition, the closing
shall include a sectlement of all debts (if any: between the
Purchesing Memker ard Paragraph 15 Ssiiing Member and the Paragracn
15 Seiling Member and the Company. Any debts owed py the Paragrarh
15 eL]Lng Member tc the Company or the Furchasing “ember shall b2
que and payable concurrently with the closing, and tne FPurchasing
Member shall bpbe entictled to daduct debts owec to it frem tha
Paragraph 15 Selling Member from the Purchase Price. Tha
Purchasing Memker, in all events, shall indemnify and hold the
Paragraph 15 Selliing Member harmless frocm and against any and all
okligations to the Company arising after the =vent giving rise to
the right to purchase.

m Fh

le. TIME OF DISSOLUTION.

15.1 Events of Dissolw.tion: The Company shall ke
dissclved and its affairs wound up ucon the first to occur cf the
fellowing:

is.1.1 Expiration of the term of the Company,
unless the business of the Company is continued with the consent
of the Members

16.1.2 The unanimous written consent of all the
Members; or
16.1.3 The entry of a descrez of judicial

dissolution pursuant to Sec:zion 17351 cf the Ahct.
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16.2 Zff=act of Event of Dissclutics: Uron the cccurrencs
of an event described in Parzgraphs 15.1.2 :hrough 156.1.4, tre
Company shall cease carrying cn 1ts business and affairs, axpec:
insofar as necessary for winding up the Ccmpany, Lkut its Tega
existencs shall continue until ail its business and affairs ar
wound ur and the Certificate of Dissolution are execuzed and _lled
with the Office of the Secretary of State o Califorznia.

[olen

17. PROCEDURE UPON DISSCLUTION.

17.1 Pricoritv of Discxibuticon of Funds: Upcn dissoluticn
and w1nq1ng up the Company, the Liguidatcr szall take the following
actions in the order indicated:

17.1.1 First, the Liquidator shall sell,
liquidates and reduce to casn the Company Assets, or 1if the
Liquidator so determines, sufficient assets with which to discharge
and pay in full the debts and obligations o the Company within a
reasonable period of time; _

17.1.2 Second, the Liguidator shall pay in full
all 1loans, advances, debts and obllgatloua of ths Company to
creditors, including Members who are creditors, to the extent
permittad by law;

17.1.3 Thiré, the Ligquidatcr shall édistribute all
remaining cash cr assets to the Members by the end oI the Company
fiscal year, or within ninety (90) days after ligquidaticn, all
remaining cash or assets in kind, pro rata in accordance with their
respective positive Capital Account balances, as deta2rmined after
taking into account all Capital Account adjustments for that
Company fiscal year (other than those made necessary due to
transactions required by this Paragraph 17.1.3); and

17.1.4 Finally, the Liquidator shall take all
such other and further action as may be necessary or appropriate
to dissolve and wind up the business affairs of the Company.

17.2 Distributions in Kind. The Liquidator may elect to
distribute assets in kind. rather than the procesds £from the
liquidation of such assets, and such assets nsed not be distributed
proportionately.

17.3 Winding Up and Certificate of Dissclution. The
dissolution of the Company shall be compisted when all debts,
liabilities and other obligations of the Comsany have been paid and
discharged, or reasonably adequate provision therefor has been
made, and all remaining property and assets of the Company have
been distributed to the Memkers (or their Transferees). Upcn
completion of the winding up of the Company's business and affairs,
the Manager shall execute and deliver to the Secratary of State of
California a Certificate of Dissolution and a Certificate ci
Cancellation for filing:

¥:\1\1936\46233\trans\Ag-Sper2.324 -14-
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18. COMPLIANCE WITH SECURITI=S LAWS.

18.1 Legend. THE SECURXRITIES (MZM3EZRSEIZ? INTZRESTS)
EVIDENCED BY THIS AGREEMENT HAVE NOT BEEN RIGISTZXZD UNDZR THE
SECURITIES ACT OF 1933, AS AM=NDED, OR THE LAWS OF ANY STATE.

18.2 Representation ané Warrantv. Each Member hereby
represents, warrants, covenants and acknowladges to the Compan
that such Member has read, understands and agrzes to be bocund by
the provisions of this Agrsement, and nas be=2n given the
opportunity to seek and obtain the advice of independent legal
counsel of its choice regarding all legal "issues.

19. RIGHTS OF CREDITORS. This Agreement 1is entered into
among the Company and the Members for the exclusive benefit of the
Company, its Members and their Transferees. This Agreement is
expressly not intended to be for the benefit of any creditor of the
Company or any other Person. Except and only to the extent
provided by applicable statute, no such creditor or Person shall
have any rights under this Agreement or any agresement between the
Company and any Member with respect toc any capital contrikbutions
or otherwise. '

20. GENERAL PROVISIONS.

20.1 Notice. Any notice sent shall be sufficient if sent
by United States mail, postage prepaid, (i) to any Member at the
address shown next to such Member's signature on the signature page
of this Agreement, or to such other address as such party shall
give, in writing, or (ii) to the Manager at th= Managar's principal
place of business.

20.2 No Partnership Intended For Non-Tax Purposes. The
Members have formed the Company under the Act, and they expressly
do not intend hereby to form a partnership under the California
Uniform Partnership Act, the California Revised Limited Partnership
Act or any other law or statute. The Members do not intend to be
partners one to another or partners as to any other third party.
To the extent any Member by word or action represents to another
person that any other Member is a partner or that the Company 1is
a partnership, the Member making such wrongful representation shall
be liable to any other Member who incurs personal liability by
reason of such wrongful representation.

20.3 Further Acts. Each Member shall execute such
documents or accomplish such acts as reasonably may be necessary
to give effect to the intentions expressed in this Agreement.

20.4 Binding on Transferees. Subject to the restrictions
on Transfer contained herein, this Agreement is binding upon and
inures to the benefit of each Member's Transisrees.

N:\1\1336\46548\-rans\Agroper2.324 -15-
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20.5 Captions. The carctions in this Agreement are solaly
for thes convenience oi the Members and shall not be conscruz< as
being part of this Agrsement.

20.6 Governing Law. All questions with respect T2 the

construction of this Agreement and the rights and liabilitias of
the Members shall be governed by the laws of the Staze of
California. Any legal proceedings which may be regquirad to
enforce, interpret or construe this Agreement shall be instituted
in San Diego County, California.

20.7 Time of the Essence. With regard to the pericrmance
by the Members of their obligations under this Agreement, time is
expressly made cf the essence.

20.8 Exhibits. Each exhibit referred in this Agrssment
is attached hereto and incorporated herein by this reference.

N:\1\19386 46548 \trans\Agrlper2.824 -16-
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20.9 Countarvarcs. This Agr=zement may be exscuted i
counterparts and as executed shall constitute one agraement
binding on all partiss, even though all parties do not sign th
original or the same counterpart.

20.10 Amencments. Except as specifically provided
herein, this Agreement may be amended only by a writtan statement
upon the affirmative vote of the Members.

20.11 No Waiver. No waiver of any provision hersin
shall constitute a general waiver for future purposes.

20.12 Saverability. If any provision or provisions
of this Agreement are determined to be invalid or unenforceable for
any reason, such invalidity or unenforceability shall ncot afifect
the validity or enforceability of any cther provision or the rest
of the Agreement.

20.13 Interpretation. This Agreement has been
negotiated at arm's length and between parties sophisticated and
knowledgeable in the matters dealt with in this Agreement.
Accordingly, any rule of law or legal decision that would require
interpretation of any ambiguities in this Agreement against the
party that has drafted it is not applicable and is waived. The
provisions of this Agreement shall ke interpreted in a reasonable
manner to effect the purpose of the parties and this Agreement.

MEMBERS :

THE DROGIN REVCCABLE DECLARATICN
OF TRUST, dated October 22, 1992

By: I B, @’“‘gf» TRVSER

Stephen B. Drogin, Trustee

ADDRESS:

5410 Pacificé Drive
La Jolla, California 92037

f%/ﬂ/u/w—

James W. Welch

ADDRESS:
100 Lindsay Circle

Post QOffice Box 3178
Ketchum, Idahoc 83340

[SIGNATURES CONTINUED ON NEXT PAGE]
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ADDRESS::

O P

Mona R. Plumleigh

ADDREES:

%u; b g dwails

Gay B. Odmark

ADDRESS:
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‘,_ PROPEPTY nEDARTMENT\ DO&Q’NT NO.. 7'753'788

FILED JUN 27 1977

Jun28°71 ' OFEICE OF THE CITY CLERK
| ~ SAN DIEGO, CALIFORNIA

Property Depls

LEASE AGREELMENT

THIS LEASE AGREEMENT (which 1s sometimes referred to

herein as "lease" and sometimes as "agreement") is executed

. as of 5 be ot~ 23, 1977, by and between THE CITY OF

SAN DIEGO, a municipal corporation, hereinafter called

"CITY" and S T ASSOCIATES, a general partnership, here-.
inafter called "LESSEE".

T. DEMISED PREMISES. CITY hereby leases to LESSEE
and LESSEE leases from CITY all of that certain real property
situvated in the City of San Diego, County of San Diego,
State of California, described and delineated on Exhibit I
attached hereto and by this reference made part of this
agreement. Said real property is hereinafter called the
"premises".

A. PERMITTED USE. Said premises are leased to LESSEE
only for the purposes of constructing and operating
a senior citizens multiple residential apartment
project, (Project) and for such other related or
incidental purposes as may first be approved in
writing by the CITY and for no other purpose.

B, OBLIGATION TO DILIGENTLY USE. LESSEE covenants to
use said premises for the above-specified purposes
and to diligently pursue said purposes throughout
the term hereof.

C. RELATED COUNCIL ACTIONS. By the granting of this
' lease, the City Council of The City of San Diego
is not cbligating itself with regard to any other
discretiocnary action relating to development or
operation of said premises. Such discretionary
action includes, but is not limited to, rezonings,
variances, environmental clearances or any other
governmental agency approvals which are required.

II. TERM OF AGREEMENT.

A, COMMENCEMENT AND TERMINATION. The term of this

s
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agreement shall ke flrL] five years commencing on
the first day of the calendar month following the
date of execution hereof by CITY.

SURRENDER OF PREMISES. At the expiration or
earlier termination of this lease, LESSEE shall
execute, acknowledge and deliver to CITY, within
five days after written demand by CITY, a valigd
and recordable quit claim deed covering all of the
leasehold premises free and clear of all liens and
encumbrances.

CONSIDERATION.

MINIMUM RENT. The mirnimum rent during the entire
term of this Lease Agreement is payable to the
Office of the City Treasurer monthly in advance
beginning thirty days after the issuance of a
final certificate of occupancy for the Project by
CITY, or 180 days after the effective date hereof
whichever first occurs. The minimum rent shall be
$2,166.67 per month during the entire term of this
Lease Agreement. Until LESSEE is required to pay
monthly rent as prov1ded hereinabove, LESSEE shall
pay to CITY monthly in arrears (within fifteen
days after the last day of each month), a sum
equal to $7.88 multiplied by the number .0f occupied
apartment units in the Project for the entire
month for which payment is to be made; the parties
anticipate that such occupancy will be permitted
by temporary certificates of occupancy which
LESSEE will obtain as each building in the Project
is completed.

PERCENTAGE RENT

1. Percentage Rent Rate. In addition to the
minimum rent required by Section III.A.,
LESSEE shall pay to CITY percentage rent in a
sum equal to the amount by which 6.82%
of LESSEE'S gross revenues (as defined in
Section III.B.2.) from the Project during
each month of the term exceeds $2,166.67.
Percentage rent shall be computed and paid
each menth as follows: on or before thirty
days following the close of each month (after
the commencement of the term), LESSEE shall
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pay to CITY the amount by which the sum
computed as being 6.82% of LESSEE'S gross
revenues during the prior month exceeds
$2,166.67, and LESSEE shall within such time
period furnish to CITY a statement of LESSEE'S
gross revenues for such month.

Gross Revenues Defined. "Gross revenues" of
LESSEE means the gross income received by
LESSEE as a result of LESSEE'S subtenants
renting apartment units within the Project,
and other amounts realized by LESSEE from
laundry equipment receipts, vending machines,
and furniture rental (if any).

Statement of Gross Revenues. Each statement
furnished by LESSEE to CITY pursuant to
Section III.B.l. above shall be signed and
certified to be correct by LESSEE or its
authorized representative. LESSEE shall keep
at the Project or at an office located within
the City of San Diego full and accurate books
of account, records, cash receipts, and other
pertinent data showing its gross revenues.
Such books of account, records, cash receipts,
and other pertinent data shall be kept for a
period of two (2) years after the end of the
calendar year to which such items are relevant.
CITY shall be entitled during the term and
within two (2} years after expiration or
termination of this lease to inspect and
examine LESSEE'S books of account, records,
cash receipts, and other pertinent data, so
CITY can ascertain LESSEE'S gross revenues.
LESSEE shall cooperate fully with CITY in
making the inspcction. CITY shall also be
entitled at CITY'S expense, once during each
calendar year and once after expiration or
termination of this lease, to an independent
audit of LESSEE'S Lbooks of account, records,
cash receipts, and other pertinent data to
determine LESSEE'S gross revenues, by a
certified public accountant to be designated
by CITY. The audit shall be limited to the
determination of gross revenues and shall be
conducted during usual business hours at the
Project. 1If the audit shows that there is a
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deficiency in the payment of any percentage
rent, the deficiency shall become immediately
due and payable. CITY shall keep any informa-
tion gained from such statements, inspection,
or audit confidential and shall not disclose
it other than to carry out the purposes of
this lease.

DELINQUENT RENT. In the event LESSEE fails to pay
the applicable rents when due, then LESSEE shall
pay CITY, in addition to the delinquent rent, a
sum of money equal to FIVE PERCENT (5%) of said
delingquent rent; provided, however, in the event
said delinquent rent is still unpaid after fifteen
days of becoming delinguent, then LESSEE shall pay
CITY, instead of said FIVE PERCENT (5%), a sum of
money equal to TEN PERCENT (10%) of said delinquent
rent. It is the intent of this provision that
CITY shall be compensated by such additional sums
for loss resulting from rental delinquency includ-
ing costs to CITY of servicing the delinguent
account. The City Manager, at his option, may for
good cause waive any such delinquency compensatiocn
required herein, upon written application of
LESSEE.

INSPECTION OF RECORDS. Whenever CITY desires to
inspect the records and accounts of LESSEE in

order to determine LESSEE'S compliance with the
terms of this agreement, CITY shall have the right
at all reasonable times to inspect any records
pertinent to the subject under study. LESSEE
agrees to cooperate in such inspection and to make
the pertinent records available to CITY at LESSEE'S
place of business in the City of San Diego.

DEVELOPMENT AS ADDIYIONAL CONSIDERATION. LESSEE
agrees as additional consideration to develop the
leased premises in accordance with the City-
approved Conditional Use Permit (CUP) and Master
Plan described in Section IV, B 7, Development of
this agreement.

COVENANTS AND CONDITIONS.

CITY COVENANTS

1. Quiet Possession. LESSEE, paying the said

-



rent and performing the covenants and agree-
ments herein, shall and may at all times
during the said term peaceably and quietly
have, hold and enjoy the said premises for
the term hereof.

Right to Assign and Sublet. LESSEE shall
have the absolute right to rent individual
apartment units in the Project, and in so
doing shall comply with the provisions of
B.1l4. below. When in the opinion of the City
Manager, and subject to the approval of the
City Council whenever required, if it is
deemed consistent with the best interests of
the CITY, LESSEE may assign this lease or any
interest therein and may sublease any portion
thereof to an assignee. or sublessee who has,
in the opinion of City Manager, the financial
capability and overall competence to success-
fully operate the assigned or subleased

premises. The consent of the City Manager
and/or City Council will not be unreasonably
withheld. This lease and any interest herein

"shall not be assignable by operation of law
without the written consent of the City
Manager. Any or all of the follow1ng actions
will be considered trafficking in the lease-
hold which is not a permitted activity under
this contract and will be considered as
contrary to the CITY'S best interests:

a. Assignment or subleasing by LESSEE for a
consideration in excess of a reasonable
return on the actual value of the LESSEE'S
installed improvements and/or services
rendered.

b. Subleasing of the primary function of
the lease or subleasing of a major
portion of the leasehold.

c. If CITY has been notified in writing of
the existence of a trust deed or mortgage
secured by the leasehold, CITY agrees to
give the trustee or beneficiary notice
of any sublease or dSSlgnment prior to
CITY'S approval thereon.

~



d. Approval of any assignment or sublease
shall be conditioned upon Assignee or
Sublessee agreeing in writing that they
will -assume the rights and obligations
thereby assigned or subleased and that
they will keep and perform all covenants,
conditions and provisions of this agree-
ment which are applicable to the rights
acquired.

Right to Encumber. CITY does hereby consent
and agree that LESSEE may encumber this

lease, its leasehold estate and its improve-
ments thereon by deed of trust, mortgage,
chattel mortgage or other security type
instrument to assure the payment of a promis-
sory note or notes of the LESSEE. CITY

further agrees that in the event said deed of
trust or mortgage or other security type
instrument should at any time be in default

and be foreclosed or transferred in lieu of
foreclosure, the CITY will accept the mortgagee
or beneficiary thereof, if reputable, qualified

-and financially responsible, such as a State

or Federal regulated financial institution,
as its new tenant under this lease with all
the rights, privileges and duties granted and
imposed in this lease contract. In the event
said mortgagee or beneficiary desires to
assign this lease to its nominee, if nominee
is a reputable, gqualified and financially
responsible person in the opinion of CITY,
CITY hereby agrees that upon the filing of an
application for consent to such assignment,
CITY will give its consent thereto.

B. LESSEE COVENANTS

4.

Affirmative Action. LESSEE agrees to take
affirmative action to improve employment
opportunities of minorities and women. When
applicable, LESSEE agrees to abide by the
Affirmative Action Program for Lessees as it
now exists or is hereafter amended. A copy
of the program, effective as of the date of
this agreement, is on file in the Office of
the City Clerk as Document No. 746205 and by




this reference is incorporated herein.
Minorities are presently defined as Mexican-
American, Black, Filipino, American Indian
and Asian/Oriental. The goal of this program
shall be the attainment of the employment of
minorities and women in all areas of employ-
ment in a total percentage of employment
approximately equal to the total level of
minority and women employment as established
by the CITY for its Affirmative Action Progran
each year. :

Compliance with Law. LESSEE agrees, at its
sole cost and expense, to comply and secure
compliance with all the requirements now in
force, or which may hereafter be in force, of
all municipal, county, state and federal
authorities, pertaining to the said premises,
or the operations conducted thereon, and to
faithfully observe and secure compliance
with, in the use of the premises, all applic-
able county and municipal ordinances and
state and federal statutes now in force or

.which may hereafter be in force, and to pay

before delinquency all taxes, assessments,

and fees assessed or levied upon the LESSEE

or the leased premises including the land and
any buildings, structures, machines, appliances
or other improvements of any nature whatsoever,
erected, installed or maintained by LESSEE or
by reason of the business or other activities
of LESSEE upon or in connection with the

leased premises. The judgment of any court

of competent jurisdiction, or the admission

of LESSEE or any sublessee or permittee in

any action or proceeding against them, or any
of them, whether CITY be a party thereto or
not, that LESSEE, sublessee or permittee has
violated any such ordinance or statute in the
use of the premises shall be conclusive of
that fact as between CITY and LESSEE.

Construction/Alterations. LESSEE agrees not
to construct or install any buildings or
structures on said premises or otherwise
improve or alter said premises in any manner
except in accordance with plans and specifica-
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tions previously submitted to the City Manager
and approved by him in writing. LESSEE shall
not make any major structural or architectural
design alterations to approved buildings,
structures or improvements installed on said
premises except in accordance with plans and
specifications previously approved in writing
by the City Manager. This provision shall

not limit or set aside any obligation of
LESSEE under this lease to maintain said
premises in a decent, safe, healthy and
sanitary condition, including structural
repair and restoration of damaged or worn
improvements. CITY shall not be obligated by
this lease to make anv improvements or altera-
tions to said premises or o assume any
expense therefor.

Development. LESSEE agrees to develop the
leased premises in accordance with the CUP,
and the Master Plan, as approved by the CITY
and filed in the Office of the City Clerk.
To the extent applicable to the proposed

~development, said CUP or Master Plan will

show the design, materials of construction
and elevations of all structures, the plot
plan of all structures and above-ground
improvements, the uses of all facilities, the
schedule of development, the estimated con-
struction costs and financing plan and such
other factors as are necessary or desirable
in the opinion of the City Masnager. The City
Manager or his designee shall have the author-
ity to authorize changes to the plan provided
that the basic concept may not be modified
without City Council approval and a document
evidencing any approved changes shall be
filed in the Office of the City Clerk.

Indemnity. LESSEE agrees that CITY, its
agents, officers and employees, shall not be
liable for any claims, alleged liabilities,
penalties, fines or for any damage to the
goods, properties or effects of LESSEE, its
sublessees or representatives, agents, employ-—
ees, guests, licensees, invitees, patrons or
clientele or of any other person whomsoever,
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nor for personal injuries to, or deaths of

any persons, whether alleged to have been
caused by or resulting from any acts or
omission of LESSEE or its sublessees in or
about the leased premises, or any act or
omission of any person or from any defect in
any part of the leased premises or from any
other cause or reason whatsoever. LESSEE
agrees to indemnify and save free and harmless
CITY and its authorized agents, officers, and
employees against any of the foregoing alleged
liabilities and any costs and expenses incurred
by CITY on account of any claim or claims
therefor.

Insurance Coverage. During the entire term

of this lease, LESSEE agrees to procure and
maintain public liability insurance which

names CITY as an additional insured with an
insurance company satisfactory to CITY licensed
to do business in California to protect

against loss from liability imposed by law

for damages on account of bodily injury,

+including death therefrom, suffered or alleged

to be suffered by any person or persons
whomsoever, resulting directly or indirectly
from any act or activities of CITY or LESSEE,
its sublessees or any person acting for CITY,
or LESSEE or under its control or direction,
and also to protect against loss from liability
imposed by law for damages to any property of
any person caused directly or indirectly by

or from acts or activities of CITY, or LESSEE,
or its sublessees, or any person acting for
CITY or LESSEE, or under its control or
direction. Such PD and PL insurance shall
also provide for and protect CITY against
incurring any legal cost in defending claims
for alleged loss. Such public liability and
property damage insurance shall be maintained
in full force and effect during the entire
term of this lease in the amount of not less
than $1,000,000.00 COMBINED SINGLE LIMIT
LIABILITY. LESSEE agrees to submit a policy
of said insurance to the CITY on or before

the effective date of this agreement indicat-
ing full coverage of the contractual liability

~



imposed by this agreement and stipulating
that the insurance company shall not termin-
ate, cancel or limit said policy in any
manner without at least thirty days prior
written notice thereof to CITY. LESSEE
agrees that provisions of this paragraph as
to maintenance of insurance shall not be
construed as limiting in any way the extent
to which the LESSEE may bhe held responsible
for the payment of damages to persons or
property resulting from LESSEE'S activities,
the activities of its sublessees or the
activities of any person or persons for which
LESSEE is otherwise responsible.

LESSEE also agrees to procure and maintain
during the entire term of this lease, a

policy of fire, extended coverage and vandal-
ism insurance on all permanent property of an
insurable nature located upon the leased
premises. Said policy shall name  the CITY as
an additional insured and shall be written by
an insurance company satisfactory to CITY
-licensed to transact business in the State of
California and shall be in an amount sufficient
to cover at least 90% of the replacement

costs of said property. LESSEE agrees to
submit a certificate of said policy to the
CITY on or before the effective date of this
lease. Said policy shall contain a condition
that it is not to be terminated or cancelled
without at least thirty days prior written
notice to CITY by the insurance company.
LESSEE agrees to pay the premium for such
insurance and shall require that any insurance
proceeds resulting from a loss under said
policy are payable jointly to CITY and LESSEE
and said proceeds shall constitute a trust
fund to be reinvested in rebuilding or repair-
ing the damaged property or said proceeds may
be disposed of as specified in Section IV,

16, Waste, Damage or Destruction, hereof;
provided, however, that within the period
during which there is in existence a mortgage
or deed of trust upon the leasehold, then and
for that period all policies of fire insurance,
extended coverage and vandalism shall be made

-
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payable jointly to the mortgagee or benefici-
ary, the named insured, and CITY, and shall
be disposed of jointly by the parties for the
following purposes:

a. As a trust fund to be retained by said
mortgagee or beneficiary and applied in
reduction of the debt secured by such
mortgage or deed of trust with the
excess remaining after full payment of
said debt to be paid over to LESSEE and
CITY to pay for reconstruction, répair,
or replacement of the damaged or destroyed
improvements in progress payments as the
work is performed. The balance of said
proceeds shall be paid to LESSEE.

Provided, further however, nothing

herein shall prevent LESSEE, at its
option and with the approval of said
mortgagee or beneficiary, from filing a
faithful performance bond in favor of
'said mortgagee or beneficiary and CITY

in an amount equivalent to said insurance
proceeds in lieu of surrendering said
insurance proceeds to said mortgagee or
beneficiary; and CITY.

b. In the event that this lease is termi-
nated by mutual agreement and said
improvements are not reconstructed,
repaired or replaced, the insurance
proceeds shall be jointly. retained by
CITY and said mortgageée or beneficiary
to the extent necessary to first discharge
the debt secured by said mortgage or
deed of trust and then to restore the
premises in a neat and clean condition.
Said mortgagee or beneficiary shall hold
the balance of said proceeds for CITY
and LESSEE as their interests may appear.

LESSEE agrees, at its sole expense, to comply
and secure compliance with all insurance
requirements necessary for the maintenance of
reasonable fire and public liability insurance
covering said premises, buildings and appurte-
nances. '

-
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Indemnification. LESSEE agrees to save CITY
free and harmless, indemnify it against all
claims for labor and materials in connection
with improvements, repairs or alterations to
the leased premises, and the cost of defending
against such claims, including reasonable
attorney's fees. 1In the event that improve-
ments, repairs or alterations are constructed
on the leased premises by other than the

CITY, and a lien is filed, LESSEE agrees %o
file with CITY within five days a bond suffi-
cient to pay in full all claims of all persons
seeking relief under the lien. The bond

shall be acknowledged by LESSEE as principal
and by a corporation satisfactory to CITY
licensed by the Insurance Commissioner of the
State of California to transact the business
of a fidelity and surety insurance company as
surety.

Legal Proceedings. Should it become necessary
for either CITY or LESSEE to commence legal
proceedings to collect rent, recover posses-

- sion, or enforce any other provision of this
lease, the prevailing party will be entitled
to legal costs in connection therewith,
including reasonable attorney's fees as
determined by the court. The parties agree
that the law of the State of California shall
be used in interpreting this lease agreement
and will govern all disputes under this lease
agreement and will determine all rights and
obligations hereunder. Personal service
either within or without the State of California
shall be sufficient to give personal jurisdic-
tion to any court in which an action is filed
for litigation of rights under this lease
agreement.

Maintenance. LESSEE agrees to assume full
responsibility for the operation and mainte- -
nance of said premises throughout the term
hereof without expense to CITY unless other-
wise specified herein, and to perform all
repairs and replacements necessary to maintain
and preserve said premises in a decent, safe,
healthy and sanitary condition in a manner
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satisfactory to CITY and in compliance with

all applicable laws. LESSEE agrees that CITY
shall not be required to perform any mainte-
nance, repairs or services oOr tO assume any
expense not specifically assumed herein in
connection with said premises and LESSEE

hereby waives all .rights to make repairs or

to cause any work to be performed at the

expense of CITY as provided for in Sections 1941
and 1942 of the California Civil Code.

Nondiscrimination. LESSEE agrees not to
discriminate in any manner against any person
or persons on acceunt of race, marital status,
sex, religious creed, color, ancestry, national
origin, physical handicap or medical condition
in LESSEE'S use of the premises, including,

but not limited to, the providing of goods,
services, facilities, privileges, advantages
and accommodations, and the obtaining and
holding of employment.

Section 8. The Project is intended to provide

‘rental apartment units for persons designated

in Section 8 of Title II of the Housing and
Community Development Act of 1974--Public Law
No. 93-383, or any other similar program of the
federal, state or local government intended to
provide direct rental subsidies for low-income
senior citizens. No apartment unit shall be
initially offered for rent without the City

of San Diego Housing Authority first having had
ten days within which to designate "Section 8
Certificate Holders" as tenants in the Project.
LESSEE shall thereafter by the tenth day of
each month during the term furnish to CITY a
list of vacant apartment units which are
anticipated as of the end of the month in
which the list is given, and CITY will have
five business days after its receipt of each
such list to designate "Section 8 Certificate
Holders" to occupy as tenants the vacant
apartment units in the Project. Except for
complying with the foregoing provisions of

this paragraph 14, LESSEE shall have the

‘right to rent apartment units to anyone

fifty-five years of age or older, and LESSEE

-13~
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16.

will use its best efforts to give first
priority in renting apartment units to persons
whose income levels meet the intent of the
policies of the federal government as contained
in the above-referenced Section 8 of Title II
of the Housing and Community Development Act

of 1974 - Public Law No. 93-383, or any other
similar local,. state or federal rent subsidy
program,

Utility Costs. LESSEE agrees to order,

obtain and pay or have tenants in the Project
pay for all utilities and service and installa-
tion charges in connection therewith. All
utilities installed by LESSEE shall be installed
underground.

Waste, Damage or Destruction. LESSEE agrees
to give notice to the CITY of any fire or
other damage that may occur on the leased
premises within ten days of such fire or
damage. LESSEE agrees not to commit or
suffer to be committed any waste or injury or

-any public or private nuisance, to keep the

premises clean and clear of refuse and obstruc-
tions, and to dispose of all garbage, trash
and rubbish in a manner satisfactory to the
CITY. If the leased premises shall be damaged
by any cause which puts the premises into a
condition which is not decent, safe, healthy
and sanitary, LESSEE agrees to make or cause
to be made full repair of said damage and to
restore the premises to the condition which
existed prior to said damage, or LESSEE
agrees to clear and remove from the leased
premises all debris resulting from said

damage and rebuild the premises in accordance
with plans and specifications previously
submitted to the CITY and approved in writing
in order to replace in kind and scope the
operation which existed prior to such damage.

LESSEE agrees that preliminary steps toward
performing repairs, restoration or replacement
of the premises shall be commenced by LESSEE
within thirty days and the required repairs,
restoration or replacement shall be completed
within a reasonable time thereafter. CITY
may determine an equitable deduction in the

-14-



minimum annual rent requirement for such
period or periods that said premises are
untenantable by reason of such damage.

C. RESTRICTIVE CONDITIONS

17.

18.

19.

Administration and Notices. Control and
administration of this lease is under the
jurisdiction of the City Manager of CITY as

to CITY'S interest herein and any communication
relative to the terms or conditions or any
changes thereto or any notice or notices
provided for by this lease or by law to be
given or served upon CITY may be given or
served by registered letter deposited in the
United States mails, postage prepaid, and
addressed to the City Manager, Attentiocn
Property Director, City Administration Build-
ing, 202 "C" Street, San Diego, California
©22101. Any notice or notices provided for by
this lease or by law to be given or served
upon LESSEE, Mortgagee, Trustee or Beneficiary
may be given or served by depositing in the
United States mails, postage prepaid, a

letter addressed to said LESSEE at the leased
premises or at such other address designated
in writing by LESSEE, Mortgagee, Trustee or
Beneficiary or may be personally served upon
them or any person hereafter authorized by
them to receive such notice. Any notice or
notices given or served as provided herein
shall be effectual and binding for all purposes
upon the principals of the parties so served
upon personal service or forty-eight hours
after mailing in the manner required herein.

City Approval and Consent. The approval or
consent of the CITY, wherever required in

this agreement, shall mean the approval or
consent of the City Manager unless otherwise
specified, without need for further resolution
by the City Council.

Tenant, Rental Increases. LESSEE agrees that
the monthly rent to be charged by LESSEE for
each apartment unit in the Project shall not
exceed, commencing on the date on which

-15-



LESSEE is redquired to pay monthly rental of
$2,166.67, $160.00 plus $.67 per month for
every month between October 1, 1976 and the
date on which LESSEE is required to commence
payment of monthly rental of $2,166.67 per
month. Thereafter, LESSEE may, but not more
frequently than once a year, raise the monthly
rent for all apartment units in the Project
to the extent that LESSEE estimates that the
actual costs of operating the Project will
increase during the forthcoming year so as to
justify the rental increases as being neces-
sary to pay such operating cost increases.
For purpocses of such computations, the actual
costs of operating the Project means profes-
sional management {(not to exceed 5% of gross
revenues), lost gross revenues from vacancies
in excess of 5% of gross scheduled rents,
possessory interest and other taxes and
impositiens, insurance, minimum and percentage
rent payable to CITY pursuant to III. above,
on-site management, water, gas; electricity,
trash removal, landscaping maintenance and
supplies, repairs, replacements, maintenance,
and supplies, and reasonable reserves for
replacement. At such time as LESSEE has made
cost estimates and computed proposed monthly
rent increases as contemplated above, LESSEE
shall furnish a copy thereof to the City
Manager with reasonable data supporting such
cost estimates. The City Manager shall have
thirty days after receipt of such data within
which to object to any cost estimate set
forth therein, and failure of the City Manager
to object in writing to LESSEE within such
thirty-day period shall constitute approval
by the CITY of the cost estimate and of the
rental increases proposed by LESSEE. If the
City Manager does object in writing to LESSEE
during such thirty-day period to the reason-
ableness of LESSEE'S cost estimate and pro-
posed rental increases, the matter so disputed
shall be submitted to a certified public
accountant as selected by the City Manager in
San Diego, California, who is not an employee
of CITY, and the decision of such certified
public accountant as to the matter disputed

-16-



20.

(and any adjustment to the proposed rent
increases that such certified public account-
ant may deem reasonable) shall be binding
upon the CITY and LESSEE for the ferthcoming
year, insofar as rental increases for that
year are concerned. Anything to the contrary
provided in this agreement notwithstanding,
LESSEE shall not be affected or concerned by,
nor shall LESSEE'S ability to adjust monthly
rent for each apartment unit in the Project
be affected by, any law, ordinance, admlnlstra—
tive ruling or other action or enactment '
which has the effect of limiting rents or
rental increases, or in any other manner
directly or indirectly attempts or purports
to control rents or rent increases.

Eminent Domain. In the event the leased
premises or any part thereof shall be taken
for public purposes by condemnation as a
result of any action or proceeding in eminent
domain, then the interests of CITY and LESSEE
(or Beneficiary or Mortgagee if there is a
Trust Deed or Mortgagee then in effect), in
the award and the effect of the taking upon
this lease agreement shall be as follows:

a. In the event of such taking of only a. .
part of the leased premises, leaving the
remainder of said premises in such
location and in such form, shape and
size as to be used effectively and
practicably in the opinion of CITY for
the conduct thereon of the operations
permitted hereunder, this lease shall
terminate and end as to the portion of
the leased premises so taken as of the
date title tc such portion vests in the
condemning authority, but shall continue
in full force and effect as to ‘the
portion of the leased premises not so
taken and from and after such date the
contract rent, or in the event there is
a minimum rent specified herein, then
the minimum rental required by this
lease to be paid by LESSEE to CITY shall
be reduced in the proportion to which

~-17-
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the value cof the leased premises so
taken bears to the total value of the
leased premises so taken bears to the
total value of the demised premises;
provided, however, CITY shall have the
right, with the consent of LESSEE, to
substitute like adjacent property and
maintain the rent schedule without
diminution.

In the event of the taking cf only a
part of the leased premises, leaving the
remainder of said premises in such
location, or in such form, shape or
reduced size as to render the same not
effectively and practicably usable, in
the opinion of CITY or LESSEE, for the
conduct thereon of the operations permit-
ted hereunder, this lease and all right,
title and interest thereunder shall
ceaSe on the date title to said premises
or the portion thereof so taken vests in
the condemning authority.

In the event the entire leased premises
are so taken, this lease and all of the
right, title and interest thereunder
shall cease on the date title to said
premises so taken vests in the condemn-—
ing authority.

In the event of any taking under Sub-
paragraphs a, b, or ¢, hereinabove, the
only portion of any award of compensa-
tion which shall be paid to LESSEE shalil
be the fair market value of the improve-
ments placed upon that portion of the
leased premises which are taken by the
condemning agency, but reduced by a
proportion which relates to the rever-
sionary interests of CITY (being that
period of time after the expiration of
the term of this lease). It is the
intention of this provision that LESSEE
shall not in any condemnation receive

any bonus or penalty by reason of LESSEE'S

contractual rights in connection with
the property condemned.

o
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21.

I | .

e. Notwithstanding the foregoing provisions
of this section, CITY may, in its gdis-
cretion and without affecting the
validity and existence of this lease,
transfer the CITY'S interests in said
premises in lieu of condemnation to any
authority entitled to exercise the power
of eminent domain. In the event of such
transfer by CITY, LESSEE shall retain
whatever rights it may have to recover
from the said authority the fair market
value of LESSEE'S interest in the improve-
ments taken by the authority and which
LESSEE has placed upon the leased premises
in accordance with the provisions of
this lease.

Entry and Inspection. CITY reserves and
shall always have the right upon the giving
of reasonable advance written notice to enter

- said premises for the purpose of viewing and

ascertaining the condition of the same, or to
protect its interests in the premises or to
inspect the operations conducted thereon. In
the event that such entry or inspection by
CITY discloses that said premises are not in
a decent, safe, healthy and sanitary condition,
CITY shall have the right, after ten days
written notice to LESSEE, to have any neces-
sary maintenance work done for and at the
expense of LESSEE and LESSEE hereby agrees to
pay promptly any and all costs incurred by
CITY in having such necessary maintenance
work done in order to keep said premises in a
decent, safe, healthy and sanitary condition.
Further, if at any time the CITY determines
that said premises are not in a decent, safe,
healthy and sanitary condition, CITY may at
its sole option, without additional notice,
require LESSEE to file with CITY a faithful
performance bond to assure prompt correction
of any condition which is not decent, safe,
healthy and sanitary. Said bond shall be in
an amount adequate in the opinion of the CITY
to correct the sald unsatisfactory condition.
LESSEE shall pay the cost of said bond. The
rights reserved in this section shall not

~
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22.

23.

25.

L ®

create any obligations on CITY or increase
obligations elsewhere in this lease imposed
on CITY.

Holding Over. The occupancy of the demised
premises after the expiration of the term of
this agreement shall be construed to be a
tenancy from month to month, and all other
terms and conditions of this agreement shall
continue in full force and effect.

Merger. The voluntary or other surrender of
this lease by LESSEE, or a mutual cancellation
thereof, shall not work a merger and shall,

at the option of CITY, terminate all or any
existing subleases or subtenancies or may, at
the option of CITY, operate as an assignment
to it of any or all such subleases or sub-
tenancies.

Oral Representation. It is specifically
understood and agreed hereby that this lease
contains the complete expression of the whole
agreement between the parties hereto, and
that there are no promises, representations,
agreements, warranties or inducements, either
exXpressed orally or implied by the said
parties, except as are fully set forth herein;

and further, that this lease cannot be enlarged,

modified or changed in any respect except by
written agreement duly executed by and between
the said parties.

Ownership of Improvements. All improvements,
except personal property as hereinafter
defined, which have been installed by LESSEE
in accordance with the provisions of this
agreement, shall at the option of CITY become
the property of CITY upon expiration or
sooner termination of this agreement. LESSEE
shall have the right to remove from the
demised premises only that personal property
hereinafter defined, at any time prior to the
expiration or earlier termination of this
agreement, provided that such removal would
not, in the opinion of CITY, restrict the
operation of the demised premises to the
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26.

extent that the rent paid to CITY is reduced
as a direct result therefrom. LESSEE'S
removal of any such personal property shall

be at LESSEE'S own expense and shall be
conditioned upon LESSEE'S repairing any

damage to the remaining improvements and upon
LESSEE leaving the demised premises in good
order and condition. In the event LESSEE

does not so remove sald personal property
prior to the expiration of this agreement,
CITY may remove, sell or destroy the same at
the expense of LESSEE, and if the proceeds of
the sale are not adequate, LESSEE shall
promptly pay to CITY its reasonable cost of
any such removal, sale or destruction together
with the reasonable cost of repair of damages
to CITY'S property resulting from such removal,
sale or destruction. At the option of CITY,
any personal property not removed by LESSEE
may be deemed abandoned and may be removed
and sold by CITY and all income received by
CITY therefrom shall be the property of CITY
exclusively.

Remedies of City.

a. Default by Lessee. In the event that:

(1) LESSEE shall default in the perform-
ance or fulfillment of any covenant
or condition herein required to be
performed or fulfilled by LESSEE
and shall fail to cure said default
within thirty days following the
service on LESSEE of a written
notice from CITY specifying the
default complained of; or

(2) LESSEE shall voluntarily file or
have involuntarily filed against
him any petition under any bank-
ruptcy or insolvency act or law; or

(3) LESSEE shall be adjudicated a bank-
rupt; or

(4) LESSEE shall make a general assign-
ment for the benefit of creditors;

~a
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then CITY may, at its option, without
further notice or demand upon LESSEE or
upon any person claiming through LESSEE,
immediately terminate this lease and all
rights of LESSEE and of all persons
claiming rights through LESSEE in or to
the said premises or in or to further
possession thereof and CITY may thereupon
enter and take possession of said premises
and expel LESSEE and all persons so
claiming rights thereto. Provided,
however, in the event that any default
described in Part a, (1) of this section
is not curable within thirty days after
the service of a written notice upon
LESSEE, CITY shall not terminate this
lease pursuant to said default if LESSEE
immediately commences to cure said
default and diligently pursues such cure
to completion.

Provided, further, in the event that
there is a deed of trust or mortgage on
the leasehold interest, CITY shall not
terminate this lease until it first

shall have served upon the mortgagee or
beneficiary written notice of the default
or defaults complained of, and the
mortgagee or beneficiary shall have
thirty days from service of such notice
within which to commence such cure as

may be necessary and this lease shall

not terminate if said mortgagee or
beneficiary shall prosecute said cure
with reasonable diligence thereafter,

and said thirty-day period shall be
extended during the time required for
sald mortgagee oxr beneficiary to perfect,
through litigation or through foreclosure,
its rights tc¢ cure.

City Recourse. If the mortgagee or
beneficiary shall be required to perfect
its right to cure said default or defaults
through litigation or through foreclosure,
then CITY shall have the option of the
following courses of action in order
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that such default or defaults may be
expeditiously corrected:

(1)

(2)

(3)

CITY may correct or cause to be
corrected said default or defaults
and charge the costs therefor
(including costs incurred by CITY
in enforcing this provision) to the
account of the LESSEE, which charge
shall be due and payable on the
date that the rent is next due
after presentation by CITY of a
statement of all or part of said
costs.

CITY may correct or cause to be
corrected said default or defaults
and may pay the costs thereof
(including costs incurred by CITY
in enforcing this provision) from
the proceeds of any insurance fund
held by CITY and LESSEE or by CITY
and mortgagee or beneficiary or
CITY may use said funds of any
faithful performance or cash bond
on deposit with CITY, or CITY may
call on the bonding agent to correct
said default or defaults or to pay
the costs of such correction per-
formed by or at the direction of
CITY.

CITY may terminate this lease as to
the rights of LESSEE herein by
assuming liability for any trust
deed or mortgage. LESSEE will
assume and agrees to pay any and
all penalties or bonuses regquired
by the beneficiaries, trustees or
mortgagees as a condition for early
payoff of the related notes by '
CITY. CITY may, as an alternative,
substitute for said terminated
LESSEE a new LESSEE reasonably
satisfactory to the mortgagee or
beneficiary.
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Should said default or defaults be
noncurable by LESSEE, then any lender
holding a beneficial interest in said
leasehold whose qualifications have been
approved by CITY for assignment of the
leasehold interest shall have the absolute
right to substitute itself to the estate
of the LESSEE hereunder and to commence
performance of this lease and this lease
shall not terminate if such mortgagee or
beneficiary shall give notice in writing
of its election to so substitute itself
and commence performance within said
thirty-day period after service upon it

of said written notice by CITY of the
default. In the event of the election

by the mortgagee or beneficiary to so S
substitute itself to LESSEE'S estate
hereunder, the CITY expressly consents

to said substitution and authorizes said
mortgagee or beneficiary to perform

under this lease with all the rights,
privileges and obligations of the original
LESSEE hereunder, subject to cure of the
default if possible by mortgagee or
beneficiary, and LESSEE expressly agrees
to assign all its interest in and to its
leasehold estate in that event.

Abandonment by Lessee. Even though
LESSEE has breached the lease and aban-
doned the property, this lease shall
continue in effect for so long as CITY
does not terminate LESSEE'S right to
possession, and CITY may enforce all its
rights and remedies under said lease,
including, but not limited to, the right
to recover the rent as it becomes due
under the lease. For purposes of this
section, the following do not constitute
a termination of LESSEE'S right to
possession:

(1) Acts by CITY of maintenance, or
preservation, or efforts to relet
the property.
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27.

(2) The appointment of a receiver upon
initiative of CITY to protect the
CITY'S interest under the lease.

d. Damages. Damages which CITY may recover
in the event of default under this lease
include the worth, at the time of award,
of the amount by which the unpaid rent
for the balance of the term after the
date of award, or for any shorter period
of time specified in this lease, exceeds
the amount of such rental loss for the
same period that the LESSEE proves could
be reasonably avoided. The remedies
provided by this section are not exclu-
sive and shall be cumulative to all
other rights and remedies possessed by
CITY, and nothing contained herein shall
be construed:so as to defeat any other
rights or remedies to which CITY may be
entitled.

Reservation of City Rights. CITY hereby
reserves all rights, title and interest in
any and all gas, oil, minerals and water
beneath said leased premises. CITY shall
have the right to enter said leased premises
for the purpose of making repairs toc or
developing municipal services. CITY hereby
reserves the right to.grant and use such
easements or establish and use such rights of
way over, under, along and across said leased
premises for utilities, thoroughfares, or
access as it may deem advisable for the
public good. Provided, however, CITY shall
not unreasonably interfere with LESSEE'S use
of the premises and will reimburse LESSEE for
physical damages, if any, to the permanent
improvements of LESSEE located on the leased
premises resulting from CITY'S exercising the
rights retained in this paragraph. Such
reimbursement shall include a reduction in
the annual rent proportionate to the amount
of said physical damage as determined by the
City Manager. CITY shall pay the costs cof
maintenance and repair of all CITY installa-

!
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tions made pursuant to the rights'reserved
herein.

28. Time is of the Essence. Time is of the
essence of each and all of the terms and
provisions of this lease and this lease shall
inure to the kenefit of and be binding upon
the parties hereto and any successor of
LESSEE as fully and to the same extent as
though specifically mentioned in each instance,
and all covenants, stipulations and agreements
in this lease shall extend to and bind any
assigns or sublessees cf LESSEE.

29. Waiver. The waiver by CITY of any breach of
any term, covenant, or condition herein con-
tained shall not be deemed to be a waiver of
such term, covenant or conditicon, or any sub-
sequent breach of the same or any other term,
covenant. or condition herein contained. The
subsequent acceptance of rent hereunder by
CITY shall not be deemed to be a waiver of
any preceding breach by LESSEE of any term,
covenant or condition of this lease, regard-
less of CITY'S knowledge of such preceding
breach at the time of acceptance of such
rent. Failure on the part of CITY to require
or exact full and complete compliance with
any of the covenants, conditions or agreements
of this lease shall not be construed as in
any manner changing the terms hereof and
shall not prevent CITY from enforcing any
provision hereof.

IN WITNESS WHEREOF, this lease agreement is executed by
CITY, acting by and through the City Manager, and by LESSEE,
acting by and through its lawfully authorized officers.

THE CITY OF SA

o [ e

ASSISTANT TO THE Wy Manager

(Signatures Continued on Next Page)
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LESSEE

S T OCIAT éf
By -

Ted P. Odmark

By W’-— L . @M}w
Stephen B. Drogin U

t ,
APPROVED as to form and legality this 27 day of A\JN‘L
1977.

’

JOHN W. WITT, City_Atto:ney

. @Z;;%é/
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Passed and adopted by the Council of The City of San Diegc

on ~_January 5, 1977 , by the following vote:

YEAS: Johnson, 0'Connor, Hubbard, Williams, Morrow, Gade,

Strobl, Haro, Wilson. ' - _ .

- NAYS: None.

ABSENT: None.

AUTHENTICATED BY:

PETE WILSON,
Mayor of The City of San Diego, California.

EDWARD NIETLSEN, :
City Clerk of The City of San Diego, Califoxnis.

'(SEAL)
By ~_ KATHLEEN MARTINEZ ., Deputy.

I HEREBY CERTIFY that the above and forsgoing is a fuil,
true and correct copy of RESOLUTION NO. 532 ZQME;}

passed and adopted by the Council of The City of. San Diego,

Ll

California, on January 5, 1977 .

X EDWARD NIET.SEN.
City Clerk of The City of San Diego, Califoxnia.

SEAL . ,// : " ’ . ' _

¢ ) - By 7 zi ﬁZZ‘Z/lém ZZZZJM , Deputy.
| o 4

(Rev. 12/71) ' » . .
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SAN DIEGO. CALIFORNIA
Approved by Council Résolutibn No. 217463 dated January E_; 1977

THIS OPTION AGREEMENT executed this *éff’aay.of~Janua¥y,
1977 by and between THE CITY OF SAN DIEGO, a municipal |
corpo.ation, hereinafter called "CITY", and S T ASSOCIATES,

a general partnership, hereinafter called "OPTIOﬁEE“.

I. The CITY is the owner of a certain parcél of real
property located in the County of San Diego, Statevof‘Califbrnia
as more particularly described in the form of Lease Agreement
marked "EXHIBIT A", attached hereto and incorporated herein
by this reference and hereinafter.feferrEd to as thé."premises".

‘II. . OPTIONEE desires to obtain an option to lease from
CITY said premises for the purposes of constructing and
. operating a senior citizens'muitiple residential rental -
‘project (Project), contaihing 275 renfal apaftmenf units,
upon the terms and conditions set forth in the above-said

form of Lease Agreement.

COVENANTS
A. CITY hereby grants to OPTIONEE an option for the
period of twelve months from the date of executioﬁ of this
Option Agreement by CITY, which date is hereinabove first
set forth, to lease from CITY the above-said premises onvthe

<
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terms and conditions set forth in the form of Lease Agreement
attached hereto and marked "EXHIBIT A". Optionee shall
expeditiously after exercise of ‘the option granted herein

unconditionally constitute said‘parcel~of real property as a

-lawful parcel and legal building site for the Project.

During the term of this Option Agreement or any extension
thefeok, CITY-will'not grant to any othér party any right or
option to lease said éremises. o

B. The considefaﬁion for this Option Agreement is
$50.00 which has been paid to CITY in full..

C. This‘opﬁion may be exerciéea by OPTEONEE at any
time priér to expiration of twelve months from the date of

execution hereof upon OPTIONEE first having performéd all of

the terms and conditions of this Option Agreement as herein

set férth. .

D. CITY, . its agents, officers‘and‘employees, shall
not bhe liable, nor be held liable, for any élaims, liabili-
tiés, penalties, fines or for any damage to the goods;
propé.rtié.s, or effects of OPTIONEE or any of OPTIONEE'S

representatives, agents, employees, guests, licensees,-

- invitees, patrons or of any other person whomsoever, nor for

personal injuries to, or deaths of them, whether caused by

or resulting from any act or omission of OPTIONEE in or
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about thé said.premises, or anyzact or omission pf any
person or from any defect in any part of the said premises
or from any other cause or reason whatsoeverv OPTIONEE
agrees to indemnify and save free and harmless CITY and its
authorized agents, officers and employees against any of the
foregoing liabilities any costs and expenseS“incdrred by

CITY on account of any claim or claims therefor. Provided,

however, this provision shall not apply to anj injury, death

or property damage caused by.CITY, its cfficers, employees

or authorized agents.

TERMS AND CONDITIONS

"1. CITY hereby grants OPTIONEE the righ#_to enter
upon said premises for the purpose of site evaluation,
engiﬁeering studies, soil teéting, planning and design,
provided however that copies of all-reports shall be furnished
to the City Property Department. OPTIONEE shall have no.»
Qested or possessorf interest.in said.premi§es and CITY
retains the right to use and enjoy its possession thereof.
Within the twelve month term of this option, dﬁTiONEE éhall:

a. Comply with the procedures of thé City of
San Diego Environmental Quality Department with respect
.tp the Project.. |

b. Submit to CITY an application for a Conditional
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Use Permit (CUP)-for_the Project. Said_application to
the extent applicable shall include a plot plan and
sketch showing, in concept, the location,. schemétic
elevations of all improvéments, schedule of-construc—.
tion, general exterior design and usés of all improve-
ments including buildings, parking areas, appurtenant
structures and financing plan; the application shall
include provision for ten apartmenﬁ,units'for handi—
capped persons, which ten units shall be locafed at
grouhd level. Upon the granting of said CUP, it shall
be filed in the Office of the City Clerk. Approval of
said CUP by the City shall not waive or‘be construed to
waive any Federal, State, County or Municipal law,
code} ordinance or regulation having any jurisdiction
6ver the development of said piemises and the construc-
tion of any improvemen£ thereon‘nor any right of tﬁe
City to exercise necessary discretionary judgment or
its police powers. OPTIONEE shall secufe compliance
-Qith all such laws, codes, ordinances and regulations
at its sole expense. '

c. Obtain, if required, a coasﬁal»permit with
respect té the Project; CITY shall cooperate with
OPTIONEE in the dbtaining thereof.

4. Submit to CITY construction plans and

- I UCIEEINE R D RL T L i xR I oS T —— — =
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»specificatidns satisfactory'to the City Manager for the
development of said premises in accordance with the
CUP, and a‘Master Plan, containing such information in
addition to that contained in the CUP as the City
"Manager may reasonably require.
e. Submit evidence satisfactory to the City
Manager of ability to finance the cost of construction
ﬂof.improve@ents as proposed. in.said CUf, including
- assurance of disbursement of funds for. 100% of the cost
of said construction. .
-2, OPTIONEE shall exercise this option by giving CITY
written notidé of its election to do-so, accompanied by a

written Lease Agreement of the premises in the form of said

. "EXHIBIT A" executed by OPTIONEE in triplicate. CITY'S

failure to execute the lease prior.to the expiration of the

- term.-of this option shall not invalidate the Lease Agreement

nor nullify OPTIONEE'S timely notice of its election to
exercise this option. Determination of satisfactory perform-
anée of any ana all of the conditions oflthis option and all
approvals and consents reguired by CITY for OPTIONEE'S.

timely performance hereunder shall yeét with the City Manager
of CITY and such approvals and consents shall not be unreason-

ably withheld.

3. Upon the performance of the conditions herein

-5



;ontained to the satisfaction of the City Manager, and the
exercise by OPTIONEE of this option in the manner.proviéed
in Paragraph 2 hereinabo;e, City Manager shall forthwith,
without need for further authorization of the City Council
of CITY, execute for and on behalf of City that Leaée Agree-
ment in the form of said attached "EXHIBIT A", with the
legal éescription to be that existing after the accomplish-
ment by CITY of CITY'S obligations pursﬁant,to the second
sentence of Covenant A above.

IN WITNESS WHEREOF, this agreement is executed by CITY
acting by and'thfough its City Manager under ‘and pursuant to

Resolution No. 217463 -authorizing such execution and by

By_ | Tay /v

BB LANT TO THE CITY MANAGER

OPTIONEE. -

OPTIONE '
STA CIATEg iﬁéﬂézgzzfii__f___
By

Ted P. ,Odmark
By /Ajﬁﬁi“- é;‘ig*ﬂﬂ,;

Stephen B. Drogin Z
=2 _
"APPROVED as to form and legality'this:2§T day of January,
1977. : :




217463 , %’OO
RESOLUTION NO. _ R (Rev.)

JAN o B77

WHEREAS, by Resolution No. 214556, Council'made certain tﬂ? .
QA Q

ity-owned sites avallable for the development of low—lncome

* senior c1t12en and handlcapped housing; and _ CQ”“>

WHEREAS, in response to Council action S T Associates

submitted a proposal to. the City for the development of 275
units of-low4ipcome_senior citizen and handicepped housing
on the northerly half of the Sports Arena Boulevard and
Hancock Street property; and |

WHEREAS, S T Associates-subseqﬁently submitﬁed an Option

- -and Lease offer for the property in question pursuant to
appropriate City policy; and .

WHEREAS, the Public Services and Safety Committee reviewed
said Option and Leaee Agreements and approved both documents
with certain recommendations; and

‘ WHEREAS, all recommeﬁdations cf the Public Servieeé and:
Safety Committee-were incorporated into said Option and Leese
“Agreements; and : . |

WHEREAS, CQunci1‘Po1icy 700-10 of the City of San Diego,
‘adopted April.4, 1975, érovides for leasing or'saie of City
property end.states specifically that discounts can be granted

;by Council where such dlscounts are justlfled as exceptlonal'
cases; NOW, THBREFORE | |

BE IT RESOLVED, by the Council of The Clty of San Dlego,

as follows'

-
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Thét availability of the northerly half of theESports
Arena Boulevard and Hancock Street site for the éevelopment
of low—incqme.seniof citi2en and-handicapped hbusing-is
hereﬁ& approved. .

'BE IT FURTHER RESOLVED, that the City Managexr be and he
is hereby authorized and empowered to execute, for and on

behalf of said City, a one-year Option Agreement with
s T ASSOCIATES, a general partnership, for portions of
Pueblo Lot 243; located at éports Arena Boulevard'and Hancock
Street, under the terms and conditions set forth in thé form
of agreement on file in the office of the City Clerk as

Document No. 7oS81'72 -

BE IT FURTHER RESOLVED, that the City Manager be and he

" is hereby authorized and empowered to execute, for and on
behalf of said City, a 55-year Lease with S T ASSOCIATES, under
the terms and conditions set forth in the form of Lease Agree-

‘ment on file in the office of the City Clerk as Document

No._____ 758173

—

APPROVED: - JOHN ‘W. WITT, City Attorney

o et
BgL_'. //,/ ’,'./.'1' o ’/
C. M. Fitzpatrick -
.Senior Chief Deputy

CMF:vl:
REV. 2/3/77



