
RESOLUTION NO. OB-01-15

A RESOLUTION OF THE OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY OF THE FORMER EL CAJON
REDEVELOPMENT AGENCY APPROVING THE PURCHASE
AND SALE AGREEMENT BETWEEN THE CITY OF EL
CAJON AS SUCCESSOR AGENCY AND C3 INVESTMENTS,
INC., (OR ITS RELATED ENTITY, RALEIGH, LLC, A
CALIFORNIA LIMITED LIABILITY COMPANY) FOR THE
SALE OF SITE #11, APN 482-250-36-00, LOCATED AT 531
555 RALEIGH AVENUE

WHEREAS, on January 15, 2014, the Oversight Board approved the Amended
Long Range Property Management Plan ("Amended Plan") pursuant to Resolution No.
OB-07-14; and

WHEREAS, the California Department of Finance ("DOF") approved by the
Amended Long Range Property Management Plan on February 21,2014; and

WHEREAS, the EI Cajon City Council, acting solely in its capacity as Successor
Agency to the EI Cajon Redevelopment Agency (the "Successor Agency"), approved
the Amended Plan on March 11, 2014; and

WHEREAS, at least 10 days' notice to the public of the proposed transfer and
related actions was provided pursuant to Health & Safety Code Section 34181 (f); and

WHEREAS, the disposal strategy of the Amended Plan for Site #11, APN 482
250-36-00, located at 531-555 Raleigh Avenue (the "Property"), authorizes the sale of
the Property in the open market with the approved broker, Commercial Properties
Group and Retail Insite; and

WHEREAS, the Property, a 0.56 acre parcel located on a cul-de-sac in an area
dominated by industrial and manufacturing uses, was appraised on May 28, 2014, and
determined to have a value of $785,000; and

WHEREAS, C3 Investments, Inc. has submitted a Letter of Intent to the
Successor Agency to purchase the Property; and

WHEREAS, during closed session on January 13, 2015, staff discussed with City
Council the terms and conditions for the sale of the Property, and

WHEREAS, a Purchase and Sale Agreement (the "Agreement") has been
prepared with a purchase price of $780,000; and

WHEREAS, C3 Investments has created a related entity, Raleigh, LLC, a
California limited liability company, for the purposes of acquiring the Property under the
same terms and conditions that C3 Investment has agreed to under the Agreement; and



Resolution No. 08-01-15

WHEREAS, the City Council, acting in its capacity as the Successor Agency,
approved execution of the Agreement and related documents at its regularly scheduled
meeting held on February 10, 2015; and

WHEREAS, the proposed sale would be in the best interests of the Successor
Agency, the City of EI Cajon, and all taxing entities by disposing of properties under
enforceable obligations in an expeditious manner, as approved in the Amended Plan by
the OOF.

NOW, THEREFORE, BE IT RESOLVED BY THE OVERSIGHT BOARD OF THE
SUCCESSOR AGENCY OF THE FORMER CITY OF EL CAJON REDEVELOPMENT
AGENCY AS FOLLOWS:

A. The Oversight Board finds that:

1. The recitals above are true and correct and have been incorporated herein
by reference; and

2. The proposed sale is exempt from the California Environmental Quality
Act (CEQA) under Section 15061 (b) (3) (General Rule) of the CEQA
Guidelines because it will have no physical effect on the environment; and

3. The proposed sale would be in the best interest of the taxing entities
because it will dispose of properties under enforceable obligations in an
expeditious manner, as approved in the Amended Plan by the DOF; and

4. At least 10 days' notice to the public of the proposed sale and other
actions was provided pursuant to Health & Safety Code Section 34181 (f).

B. The Oversight Board hereby APPROVES the sale of Site #11, APN 482-250-36
00, a 0.56 acre parcel located on a cul-de-sac in an area dominated by industrial
and manufacturing uses, located at 531-555 Raleigh Avenue, and all necessary
and related agreements and/or assignments, from the Successor Agency to C3
Investments, Inc., (or its related entity, Raleigh, LLC, a California limited liability
company) pursuant to the Amended Long Range Property Management Plan.

C. The Oversight Board hereby approves execution by the City Manager of the City
of EI Cajon, or such person designated by the City Manager, acting in the
capacity of chief executive officer for the Successor Agency, of all documents,
agreements and/or assignments necessary to complete the sale on behalf of the
Successor Agency.

[The remainder of this page intentionally left blank.]
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PASSED AND ADOPTED by the Oversight Board of the Successor Agency of the
former EI Cajon Redevelopment Agency at a regularly-scheduled meeting held this ie"
day of February 2015, by the following vote to wit:

AYES: ABUSHABAN, BUXBAUM, CHADWICK, DAVIES, SHUTE, TURNER
EMERSON

NOES: NONE
ABSENT: OB Vacant Position

Debra Turner-Emerson, Chairperson

ATTEST:
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PURCHASE AND SALE AGREEMENT

By and Between

CITY OF EL CAJON AS SUCCESSOR AGENCY TO THE FORMER EL CAJON
REDEVELOPMENT AGENCY

("Seller")

and

RALEIGH, LLC
("Buyer")
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PURCHASE AND SALE AGREEMENT

This Agreement of Purchase and Sale ("Agreement") is made and entered into as of the
29th day of January, 2015. CITY OF EL CAJON AS SUCCESSOR AGENCY TO THE
FORMER EL CAJON REDEVELOPMENT AGENCY, a municipal corporation, ("Seller")
agrees to sell to RALEIGH, LLC, a California limited liability company, ("Buyer"), that certain
real property located in the City of El Cajon, county of San Diego, state of California, described
in Exhibit "A", attached hereto (the "Property").

I. Recitals

The following recitals are true and correct and are hereby incorporated by reference.

A. Seller is the owner of certain real property located on an approximate .56 acre
parcel zoned heavy-commercial / light-industrial at the addresses 531-535 & 539-555 Raleigh
Avenue, El Cajon, California, identified by Assessor's Parcel Number ("APN") 482-250-36-00.
The Property includes two industrial buildings consisting of an approximately 1,750 sq. ft.
building and an approximately 7,200 sq. ft. building. The Property, and the buildings and
improvements located thereon, (collectively referred to as "Property") are depicted in the
attached Exhibit "A."

B. Buyer desires to purchase and Seller desires to sell the Property on the terms and
conditions of this Agreement.

C. Buyer contemplates new construction and rehabilitation of the existing facilities
on the Property including, but not limited to, the construction of approximately 1,600 sq. ft. of
new office and restrooms with replaced electrical and HVAC, repair or replacement of metal
building skins, and repair or replacement of damaged asphalt surfacing and hardscapes
("Proposed Development").

For good and valuable consideration, the receipt and adequacy of which are hereby
acknowledged, the parties agree as follows:

II. Purchase Price and Terms

A. Subject to the terms of this Agreement Buyer has agreed to buy, and Seller agreed
to sell, the Property for Seven Hundred Eighty Thousand Dollars and No Cents ($780,000.00)
(the "Purchase Price").

B. Deposit. Within two (2) days of the Execution Date (as defined below) , Buyer
shall deliver to Escrow Holder Fifty Thousand Dollars and No Cents ($50,000.00) as a good faith
deposit ("Deposit"). Such deposit shall be deposited into Escrow and credited against the
Purchase Price to Buyer at the Close of Escrow.
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C. Due Diligence Period. Buyer shall have thirty (30) calendar days from the
Opening of Escrow to thoroughly inspect the Property and conduct any examination it feels
relevant to the purchase of the Property ("Due Diligence Period"). At any time during the Due
Diligence Period, for any reason, Buyer may elect to cancel the purchase of the Property and
receive its Deposit back, in full, with no demand or offset, via written notice to Seller.

D. Buyer's Entry onto Property. During the Due Diligence Period, Buyer, its agents,
contractors and subcontractors shall have the right to enter upon the Property, at reasonable times
during ordinary business hours and upon prior written notice to Seller and/or Property tenants, to
make any and all inspections and tests as Buyer reasonably deems desirable and which may be
accomplished without causing any material alteration or damage to the Property. Buyer agrees to
indemnify, defend and hold Seller and the Property harmless from any and all costs, loss,
liability, damages or expenses, of any kind or nature, arising solely out of or resulting solely from
such entry. Notwithstanding the foregoing, however, Buyer shall not have any obligation to
defend or indemnify Purchaser from any costs, damages or claims for liability (including, without
limitation, any claims that the Property has declined in value) to the extent arising out of (a) pre
existing adverse conditions affecting the Property, (b) Seller's negligence or intentional
misconduct, or (c) Buyer's discovery of any information potentially having a negative impact on
the Property.

E. Construction Costs. After Close of Escrow, Buyer shall be solely responsible for
the costs of any construction, rehabilitation, repair, and/or improvements to the Property in
connection with the Proposed Development.

III. Escrow

A. Opening of Escrow. The "Escrow Holder" shall be Oak Tree Escrows, Inc. in El
Cajon, California. For purposes of this Agreement, the Escrow shall be deemed opened on the
date Escrow Holder shall have received a fully executed copy of this Agreement (or signed
duplicate counterparts) from both Buyer and Seller. Buyer and Seller agree to deposit this
Agreement with Escrow Holder within two (2) business days after this Agreement has been
signed by both parties ("Execution Date"). Escrow Holder shall confirm to Buyer and Seller, in
writing, the date Escrow is opened, the expiration date of the Due Diligence Period, any other
review periods, and the Closing Date. In addition, Buyer and Seller agree to execute, deliver and
be bound by any reasonable or customary supplemental escrow instructions of Escrow Holder or
other instruments as may reasonably be required by Escrow Holder in order to consummate the
transaction contemplated by this Agreement; Buyer and Seller agree to sign and deliver such
supplemental escrow instructions to Escrow Holder within two (2) business days after receipt
thereof. If there is any inconsistency between such supplemental instructions and this
Agreement, this Agreement shall control as between Buyer and Seller unless such supplemental
instructions expressly state that they supersede or modify this Agreement.

B. Conditions Precedent. Buyer's obligation to purchase the Property from Seller is
subject to the following conditions precedents ("Conditions Precedent"), which are for Buyer's
benefit only:
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1. Conditions of Title. It shall be a condition to the Close of Escrow that title
to the Property is conveyed to Buyer by Seller by Grant Deed subject only to any of the
following approved conditions of title ("Approved Conditions of Title"):

a. All nondelinquent real estate taxes and assessments.

b. Building use or occupancy restrictions and zoning and building
laws and ordinances of the Federal, state, municipal, city and other governmental
authorities having jurisdiction over the Property to the extent approved by Buyer.

c. All matters which would be disclosed by an inspection or survey of
the Property to the extent approved by Buyer.

2. Title. Within seven (7) calendar days of the Execution Date, Seller shall
provide Buyer at Seller's expense a preliminary title report for the Property ("Preliminary
Report") issued by Chicago Title, Inc. ("Title Company"), together with copies of all
exceptions and the documents supporting the exceptions ("Exceptions") in the
Preliminary Report. Buyer shall have ten (10) calendar days from receipt of the
Preliminary Report to examine the title and approve or disapprove of the conditions of the
title reflected in the report ("Conditions of Title"). If Seller cannot remove any
disapproved Condition of Title within ten (10) business days of Buyer's notification of
disapproval, Buyer, at its sole discretion, may elect to cancel the escrow and receive its
Deposit back with no penalty or offset. Should a supplemental report be issued
disclosing additional title exceptions that significantly affect the operation of the Property
or involve a material surface encroachment or impairment of access, then (i) the
foregoing procedures shall apply to the new exceptions disclosed by the supplemental
report, and (ii) if necessary, the Close of Escrow shall be extended to the extent necessary
to accommodate the foregoing procedures.

Seller covenants and agrees to pay and discharge upon Close of Escrow all deeds
of trust, mortgages, mechanics' liens, judgments and attachment liens and other
encumbrances securing an obligation to pay money which exist as of the date hereof or
are created or suffered by Seller (other than taxes on Buyer's possessory interest in the
Property, whether delinquent or non-delinquent; and non-delinquent taxes, special
assessments, and other fees and assessments which are to be prorated as provided herein,
and liens and encumbrances created or suffered by Buyer).

3. Title Policies. On or before the Close of Escrow, Buyer shall have
received evidence that Title Company is ready, willing, and able to issue, upon payment
of Title Company's regularly scheduled premium by Seller at Close of Escrow, a
California Land Title Association ("CLTA") extended owner's policy of title insurance
("Owner's Policy") for the parcel, in the face amount of the Purchase Price (the "Title
Policy") with the endorsements Buyer may require ("Endorsements"), showing title to the
Property vested in Buyer subject only to the Condition of Title, the lien of real property
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taxes for the current fiscal year not yet due or payable, and the standard preprinted
exceptions and stipulations of the Title Policies.

4. Property Documents. Within five (5) business days from the Opening of
Escrow, Seller shall deliver to Buyer copies of all permits, soils reports, licenses,
maintenance contracts, utility contracts, operating contracts, management contracts,
service contracts, available plans and drawings (including "as-built" plans),
environmental, seismic, property condition, engineering, and zoning reports, and any
other contracts pertaining to the Property, together with any amendments or modifications
(collectively, "Property Documents"). Buyer shall have ten (l0) business days from
receipt of the Property Documents to approve or disapprove each Property Document, and
cancel the purchase of the Property with no penalty or offset. On or before the Close of
Escrow, Seller shall assign to Buyer all of Seller's rights and remedies under the Property
Documents, to the extent assignable, pursuant to an assignment of contracts, warranties,
guarantees, and other intangible property ("Assignment of Contracts") in form and
substance satisfactory to Buyer. At Buyer's request, the Assignment of Contracts shall
exclude Seller's rights under any Property Documents designated by Buyer. At Buyer's
request, Seller shall obtain the consent to assignment of any other parties to the Property
Documents that Buyer specifies. At Buyer's request, Seller shall terminate the Property
Documents that Buyer specifies by delivering notices to the other parties under the
Property Documents in sufficient time to terminate the Property Documents prior to the
Close of Escrow.

5. Cash Purchase. Buyer agrees to purchase the Property with all cash at
Close of Escrow. Buyer will not need financing to assist with purchase of the Property.

6. Construction Plans. Within ten (l0) business days from the Opening of
Escrow, Buyer shall list and create plans of the Proposed Development of the Property for
the City to process.

7. Building / Construction Permits for Proposed Development. Buyer shall
submit all permit applications for the Proposed Development of the Property on or before
the expiration of Buyer's Contingency Period. Seller agrees to cooperate in the execution
of any application or other documentation that may be required, as the owner of the
Property, to facilitate Buyer completing such application. All application costs and fees,
and any third parties expenses shall be paid by Buyer. Buyer understands that the Seller
cannot make any representations or covenants that its planning agency and its legislative
body, if applicable, will approve the Buyer's application. Buyer further acknowledges
that the Seller, by approving this Agreement, cannot make a commitment to Buyer's
proposed use of the Property.

8. Failure of Conditions Precedent. If any of the Conditions Precedent have
not been fulfilled within the applicable time periods or if Buyer disapproves of matters
for which Buyer's approval is required, Buyer may:
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a. Waive and Close. Waive the condition or disapproval and close
Escrow in accordance with this Agreement, without adjustment or abatement of
the Purchase Price; provided, however, any such waiver must be in writing signed
by Buyer; or

b. Cure and Close: Cure the failure of condition or representation and
reduce the Purchase Price by an amount equal to the cost of cure; or

c. Terminate. Terminate this Agreement by written notice to Seller
and to Title Company ("Buyer's Termination Notice") in which event the Deposit
and any other deposits made by Buyer shall be returned to Buyer and this
Agreement shall terminate.

C. Evidence of Title. Title shall be evidenced by the willingness of the Title
Company to issue its standard coverage Title Policy in the aggregate amount of the Purchase
Price showing title to the Property vested in Buyer. Buyer may elect to request that Title
Company issue an extended coverage title policy provided the issuance thereof does not delay the
Close of Escrow.

D. Close of Escrow. For purposes of this Agreement, the "Close of Escrow" shall be
defined as the date that the grant deed or deeds conveying the Property to Buyer is or are
recorded in the Official Records of San Diego County, California. Escrow shall close on the later
of: (a) forty-five (45) calendar days from the Opening of Escrow; or (b) five (5) calendar days
after Buyer obtains all permits needed to occupy the Property; but in no way shall Close of
Escrow exceed sixty (60) calendar days from the Opening of Escrow unless consented to in
writing by both parties (the "Closing Date").

E. Conditions to Close of Escrow.

Conditions to Buyer's Obligations. Buyer's obligation to consummate the transaction
contemplated by this Agreement is subject to the satisfaction of the following conditions for
Buyer's benefit on or prior to the dates designated below for the satisfaction of such conditions
(or Buyer's waiver thereof, it being agreed that Buyer may waive any or all of such conditions by
written waiver):

1. Seller's Obligations. As of the Close of Escrow, Seller shall have
performed all ofthe obligations required to be performed by Seller under this Agreement.

2. Seller's Representations. All representations and warranties made by
Seller to Buyer in this Agreement shall be true and correct as of the Closing Date and
shall survive the closing. Seller represents and warrants to Buyer that as of the date of
this Agreement and as of the Close of Escrow:

a. Disclosure. Seller has disclosed to Buyer all information
concernmg the Property to which Seller has access, and all information
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concerning the Property that Seller has provided to Buyer is complete and correct
in all respects.

3. Condition of Property. To the best of Seller's knowledge, the Property is
in good condition and free from any defects, including without limitation, erosion,
drainage or soil problems, any known Hazardous Materials as defined in paragraph 14,
below, physical, mechanical or electrical defects, defects in the pavement, or defects in
utility systems.

4. Special Assessments or Condemnation. There are not presently pending
(i) any special assessments, except as expressly stated in the Property Documents or
Preliminary Report, or (ii) condemnation actions against the Property or any party.
Moreover, Seller has not received notice of any special assessments or condemnation
actions being contemplated. There are no existing, proposed, or contemplated eminent
domain proceedings that would affect the Property. Moreover, Seller has not received
any notice of existing, proposed, or contemplated eminent domain proceedings that would
affect the property.

5. Title.

a. Ownership. Seller is the legal and equitable owner of the Property,
with full right to convey. Seller has not granted any options or rights
of first refusal or rights of first offer to third parties to purchase or
otherwise acquire an interest in the Property.

b. Authorization to Sell. Seller has obtained authorization from the
Successor Agency Oversight Board to sell the Property to Buyer as
provided under Resolution No. , and Seller has obtained any
other required authorizations or approvals required for the lawful sale
of the Property to Buyer.

c. Encumbrances. The Property is free and clear of all liens,
encumbrances, claims, rights, demands, easements, leases, agreements,
covenants, conditions, and restrictions of any kind, unless otherwise
expressly stated in the Title Policy.

d. Encroachments. Except as shown on a survey, if obtained by the
Buyer, there are no encroachments on the Property from adjoining
properties, and the Property does not encroach on adjoining properties,
easements, or streets.

e. Streets. There are no existing, proposed, or contemplated plans to
widen, modify, or realign any street or highway which affects the
contemplated size of, use of, or set-backs on the Property and the
improvements.
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6. Compliance with Laws. All laws, ordinances, rules, and regulations of any
government or agency, body, or subdivision thereof, bearing on the construction,
operation, ownership, or use of the Property, have been complied with by Seller.

7. Utilities. All water, sewer, electric, telephone, and drainage facilities, and
all other utilities required by law or for the normal operation of the Property are installed
to the property lines of the Property, have been connected, are connected with valid
permits, are in good working order, and are adequate to service the Property.

8. Permits. Seller has obtained all appropriate licenses, permits, easements,
and rights of way, including proofs of dedication, which are required to use and operate
the Property. There are no commitments or agreements affecting the Property that have
not been disclosed by Seller to Buyer in writing.

9. State of Facts. Seller is not in default of Seller's obligations or liabilities
pertaining to the Property; nor are there facts, circumstances, conditions, or events,
which, after notice or lapse of time, would constitute default. Seller has not received
notice or information that any party to any of the Property Documents considers a breach
or default to have occurred; nor has Seller any reason to believe that there is likely to be a
default under any of the documents.

10. Consents and Release. Seller has obtained all required consents, releases,
and permissions to convey good and marketable title to Buyer.

11. Litigation. Seller is not involved in or aware of pending or threatened
litigation that could affect the Property, or title to the Property. Furthermore, there are no
proceedings pending or threatened against Seller before any court or administrative
agency relating to the Property that may adversely affect the Property, now or in the
future, or that may adversely affect Seller's ability to fulfill all obligations under this
Agreement and the related documents.

12. Authority. This Agreement and all other documents delivered prior to or
at the Close of Escrow (i) have been duly authorized, executed, and delivered by Seller;
(ii) are binding obligations of Seller; (iii) are collectively sufficient to transfer all of
Seller's rights to the Property; and (iv) do not violate the provisions of any agreement to
which Seller is a party or that affect the Property, and do not violate articles of
incorporation and bylaws subject, however, to applicable bankruptcy, insolvency, and
other similar laws affecting the enforcement of creditors' rights generally, and to
principles of equitable remedies.

13. Foreign Investment in Real Property Tax Act. Seller is not a "foreign
person" within the meaning of Internal Revenue Code § 1445.
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14. Toxic or Hazardous Waste.

a. To the best of Seller's knowledge, the Property is free and has
always been free from Hazardous Substances and is not and has never been in
violation of any Environmental Laws.

b. To the best of Seller's knowledge, there are no buried or partially
buried storage tanks located on the Property.

c. Seller has received no notice, warning, notice of violation,
administrative complaint, judicial complaint, or other formal or informal notice
alleging that conditions on the Property are or have been in violation of any
Environmental Law, or informing Seller that the Property is subject to
investigation or inquiry regarding Hazardous Substances on the Property or the
potential violation of any Environmental Law.

d. There is no monitoring program required by the Environmental
Protection Agency (EPA) or any similar state agency concerning the Property.

e. To the best of Seller's knowledge, no toxic or hazardous
chemicals, waste, or substances of any kind have ever been spilled, disposed of, or
stored on, under, or at the Property, whether by accident, burying, drainage, or
storage in containers, tanks or holding areas, or by any other means.

f. The Property has never been used as a dump or landfill.

IV. Covenants of Seller and Buyer.

Seller agrees as follows:

A. Payment of All Obligations. Seller shall have discharged all mechanics' and
materialmen's liens arising from labor and materials furnished prior to the Close of Escrow.
Seller will discharge all of Seller's obligations and liabilities under this Agreement, the Property
Documents, and any related documents arising prior to the Close of Escrow.

B. Brokers. Seller shall indemnify, defend, and hold Buyer harmless from loss, cost,
or expense, including but not limited to attorney fees and court costs, resulting from any fee or
commission claim by a broker or finder claiming through Seller.

C. Litigation. Seller shall immediately notify Buyer of any lawsuits, condemnation
proceedings, rezoning, or other governmental order or action, or any threat thereof, known to
Seller that might affect the Property or any interest of Buyer.

D. Conditions to Seller's Obligations. For the benefit of Seller, the Close of Escrow
shall be conditioned upon the occurrence and/or satisfaction of each of the following conditions
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(or Seller's waiver thereof, it being agreed that Seller may waive any or all of such conditions by
written waiver):

1. Buyer's Obligations. Buyer shall have timely performed all of the
obligations required by the terms ofthis Agreement to be performed by Buyer.

2. Buyer's Representations. All representations and warranties made by
Buyer to Seller in this Agreement shall be true and correct as of the Close of Escrow.
Buyer represents to Seller the following:

a. Brokers. Buyer shall indemnify, defend, and hold Seller harmless
from and against any loss, cost, or expense, including but not limited to, attorney
fees and court costs, resulting from a fee or commission claim by a broker or
finder claiming through Buyer.

b. Authority. This Agreement and all other documents delivered
prior to or on the Close of Escrow, (i) have been authorized, executed, and
delivered by Buyer; (ii) are binding obligations of Buyer; and (iii) neither violate
the provisions of any agreement to which Buyer is a party, nor violate any articles
of incorporation or trust agreement of Buyer; subject, however, to applicable
bankruptcy, insolvency, and other similar laws for enforcement of creditors'
rights, and to principles of equitable remedies.

F. Deposits by Seller. At least two (2) business days prior to the Close of Escrow,
Seller shall deposit or cause to be deposited with Escrow Holder the following documents and
instruments:

1. Grant Deed. The Grant Deed in the form attached as Exhibit "BOO
conveying the Property to Buyer duly executed by Seller, acknowledged and in recordable
form.

2. Seller's Certificate - FederaL A federal certificate of non-foreign status
("Federal Certificate"), duly executed by Seller, in the form normally used by the Escrow
Holder.

3. Seller's Certificate - State. A California Franchise Tax Board Form 597-
W, duly executed by Seller ("State Certificate").

G. Interim Operating Covenants. Seller covenants to Buyer that it will, from the
Execution Date until Close of Escrow: (a) continue to operate, manage and maintain the Property
in the ordinary course of its business and substantially in accordance with Seller's present
practice; (b) maintain full liability coverage insurance on the Property; (c) not enter into any new
contract for the provision of goods or services to or with respect to the Property other than in the
ordinary course of business, or renew, extend or replace any contracts related to the Property
unless such contract is terminable as of the Closing Date without payment of any fees or penalty
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or unless Buyer consents thereto in writing, which approval shall not be unreasonably withheld,
delayed or conditioned; and (d) promptly notify Buyer in writing of any material change affecting
the Property that becomes known to Seller prior to the Closing.

Buyer agrees as follows:

H. Deposits by Buyer. At least one (1) day prior to the Close of Escrow, Buyer shall
deposit or cause to be deposited with Escrow Holder (a) in cash or cash equivalent the amount
set out in Escrow Holder's estimate of Buyer's share of closing costs and proration charges
payable pursuant to this Agreement, and (b) the signed Natural Hazards Disclosure Statement if
required to be provided by Seller.

V. Costs and Expenses.

A. The cost and expense of the Title Policy shall be paid by Seller, excluding
additional costs for the Title Policy if Buyer elects to obtain any endorsements or extended
coverage, in which event the premium and any additional cost for endorsements or extended
coverage in excess of the premium for standard coverage as well as the cost of any survey
necessary for the issuance of such policy shall also be paid by Buyer. Escrow Holder's fee shall
be shared equally between Buyer and Seller. Seller shall pay all documentary transfer taxes
payable in connection with the recordation of the Grant Deed, if any. Buyer shall pay the Escrow
Holder's customary charges for document drafting, recording and miscellaneous charges. If, as a
result of no fault of Buyer or Seller, Escrow fails to close, Buyer shall be responsible for all of
Escrow Holder's and Title Company's fees and charges.

B. Prorations. All income and expenses in connection with the operation of the
Property shall be apportioned, as of 11:59 p.m. on the Close of Escrow. At Closing, Buyer shall
receive a credit against the Purchase Price for any payments still due or owing after the Close of
Escrow under any contracts entered into by Seller and relating to the Property where such
payment due or owing is for the period prior to the Close of Escrow. At Closing, Buyer shall
receive a credit against the Purchase Price for any rent actually received by the Seller for the
period after the Close of Escrow. Except for current and delinquent (if any) possessory interest
taxes, which remain the responsibility of the tenants of Seller, real and personal property taxes,
special assessments, and any owners' association and landscape maintenance district assessments
on the Property (as appropriate) ("Taxes") shall be prorated on the basis that Seller is responsible
for (i) all Taxes for the fiscal year of the applicable taxing authorities occurring prior to the
"Current Tax Period", and (ii) that portion of Taxes for the Current Tax Period determined on the
basis of the number of days which have elapsed from the first day of the Current Tax Period to
the Close of Escrow, inclusive, whether or not the same shall be payable prior to the Close of
Escrow. The phrase "Current Tax Period" refers to the fiscal year of the applicable taxing
authority in which the Close of Escrow occurs. In the event that as of the Close of Escrow the
actual Tax bills for the year or years in question are not available and the amount of Taxes to be
prorated as aforesaid cannot be ascertained, then rates, mileages and assessed valuation of the
previous year, with known changes, shall be used, and when the actual amount of Taxes for the
year or years in question shall be determinable, then Taxes will be re-prorated between the
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parties to reflect the actual amount of Taxes, provided that a party makes written demand on the
one from whom it is entitled to such adjustment within one (l) year after the Close of Escrow.
Any corrected adjustment or proration shall be paid in cash to the party entitled thereto.

Seller agrees to pay all taxes and assessments with respect to the Property that are
allocable to the period before the Close of Escrow and to indemnify, defend and hold harmless
Buyer from all loss, liability and expense arising from Seller's or Seller's tenants' failure to pay
such taxes and assessments.

C. Broker Costs. Buyer is represented by East County Properties ("Buyer's Broker")
and Seller is represented by Commercial Properties Group and Retail Insite ("Seller's Broker").
At Close of Escrow, Seller shall pay through escrow a commission of six percent (6%) of the
Purchase Price to be shared equally by Buyer's Broker and Seller's Broker.

D. Disbursements and Other Actions by Escrow. Upon the Close of Escrow, the
Escrow Holder shall promptly undertake all of the following in the manner indicated:

1. Prorations. Prorate all matters referenced above based upon the statement
delivered into Escrow signed by the parties.

2. Recording. Cause the Grant Deed in the form of Exhibit "B" attached
hereto, and any other documents which the parties hereto may mutually direct, to be
recorded in the Official Records of San Diego County, California.

3. Funds. Disburse from funds deposited by Buyer with Escrow Holder
towards payment of all items chargeable to the account of Buyer pursuant hereto in
payment of such costs to Seller, and disburse the balance of such funds, if any, to Buyer.

4. Documents to Buyer. Deliver the Federal Certificate and the State
Certificate to Buyer.

5. Documents to Seller. [Intentionally Omitted]

6. Title Policy. Direct the Title Company to issue the Title Policy to Buyer.

E. Seller's Representations and Warranties. BUYER ACKNOWLEDGES AND
AGREES THAT, EXCEPT AS SET FORTH IN THIS AGREEMENT, SELLER HAS MADE
ABSOLUTELY NO REPRESENTATIONS OR WARRANTIES REGARDING THE
PROPERTY, INCLUDING, WITHOUT LIMITATION, ITS CONDITION, ITS PAST USE, OR
ITS SUITABILITY FOR BUYER'S INTENDED USE, AND THAT BUYER IS PURCHASING
THE PROPERTY ON AN "AS-IS" BASIS. Notwithstanding the foregoing, Seller makes the
following representations to Buyer: Seller has the legal right, power and authority to enter into
this Agreement and to consummate the transactions contemplated hereby; the execution, delivery
and performance of this Agreement have been duly authorized and no other action by Seller is
requisite to the valid and binding execution, delivery and performance of this Agreement; Seller
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has no actual knowledge of any Hazardous Materials on or under the Property or any
underground tanks on the Property or of any claims, easements, leases or other liens or
encumbrances affecting the Property that are not disclosed by the public records.

F. Buyer's Covenants, Representations and Warranties. In consideration of Seller
entering into this Agreement and as an inducement to Seller to sell the Property to Buyer, Buyer
makes the following covenants, representations and warranties:

1. Authority. Buyer has the legal right, power and authority to enter into this
Agreement and to consummate the transactions contemplated hereby, and the execution,
delivery and performance of this Agreement have been duly authorized and no other
action by Buyer is requisite to the valid and binding execution, delivery and performance
of this Agreement, except as otherwise expressly set forth herein.

2. Physical Condition. Buyer shall inspect the Property to the extent Buyer
deems necessary or desirable. Buyer's closing of Escrow shall constitute Buyer's
representation to Seller that Buyer is satisfied in all respects with the Property, including,
without limitation, size, the physical condition and condition of any and all
improvements.

3. "AS-IS" Nature Of Sale. Buyer acknowledges and agrees that except as
set forth in this Agreement, or in referenced documents, Seller has not made, does not
make and specifically negates and disclaims any representations, warranties, or
guarantees of any kind or character whatsoever, whether express or implied, oral or
written, past, present or future, of, as to, concerning or with respect to (a) the value,
nature, quality of condition of the Property, including, without limitation, the water, soil
and geology; (b) the income to be derived from the Property; (c) the suitability of the
Property for any and all activities and uses which Buyer may conduct thereon; (d) the
compliance of or by the Property or its operation with any laws, rules, ordinances or
regulations of any applicable governmental authority or body; (e) the habitability,
merchantability, marketability, profitability or fitness for a particular purpose of the
Property; (f) the manner or quality of the construction or materials, if any, incorporated
into the Property; (g) the manner, quality, state of repair or lack of repair of the Property;
or (h) any other matter with respect to the Property, and specifically (except as set forth
herein) that Seller, except as specifically stated in this Agreement or any of the Property
Documents, has not made, does not make, and specifically disclaims any representations
regarding compliance with any environmental protection, pollution or land use laws,
rules, regulations, orders or requirements, including solid waste, as defined by the U.S.
Environmental Protection Agency regulations at 40 C.F.R., Part 261, or the disposal or
existence, in or on the Property, of any hazardous substance, as defined by the
Comprehensive Environmental Response Compensation And Liability Act of 1980, as
amended, and regulations promulgated thereunder. (The substances, wastes and materials
that are regulated by the foregoing laws or any other state and/or federal laws are herein
referred to as "Hazardous Materials. It) Except as specifically stated otherwise in this
Agreement, Buyer further acknowledges and agrees that any information provided or to
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be provided by or on behalf of Seller with respect to the Property was obtained from a
variety of sources and that Seller has not made any independent investigation or
verification of such information and makes no representations as to the accuracy or
completeness of such information; except, however, Seller represents and warrants Seller
has not altered or modified the Property Documents in any manner that would render
inaccurate or untrue any information conceming the matters expressly set forth in the
Property Documents. Seller is not liable or bound in any manner by any oral or written
statements, representations or information pertaining to the Property, or the operation
thereof, fumished by any real estate broker, agent, employee, servant or other person.
Buyer further acknowledges and agrees that the sale of the Property as provided for herein
is made on an "AS-IS" condition and basis with all faults.

4. Except for Seller's representations and warranties set forth in this
Agreement, Buyer and anyone claiming by, through or under Buyer hereby fully and
irrevocably releases Seller, its partners, employees, officers, directors, shareholders,
representatives, agents, successors and assigns, from any and all claims that it may now
have or hereafter acquire against such persons and entities for any cost, loss, liability,
damage, expense, demand, action or cause of action arising from or related to any
construction defects, errors, omissions or other conditions, including, but not limited to,
Hazardous Materials and environmental matters, affecting the Property, or any portion
thereof. Nothing contained in this Agreement, including this Section V.E.4, shall limit or
restrict Seller's liability to Buyer in connection with any claims based on fraud or
intentional misrepresentation, Seller's breach of express representations and express
warranties contained in this Agreement or the rights of Buyer under this Agreement, and
Buyer is not releasing any such claims. This release includes claims of which Buyer is
presently unaware or that Buyer does not presently suspect to exist in its favor, which, if
known by Buyer, would materially affect Buyer's release of Seller. Buyer specifically
waives the provision of Califomia Civil Code §1542, which provides as follows:

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

5. The representations and warranties of Buyer and Seller set forth in this
Agreement shall be true on and as of the Close of Escrow and shall survive the Closing.

6. Buyer's Indemnity. Buyer agrees to indemnify, protect and defend
Seller against and hold Seller harmless from any claims, losses, damages, costs or
expenses including, without limitation, any reasonable attomeys' fees, asserted against,
incurred or suffered by Seller resulting from any breach by Buyer following the Closing
Date of express obligations of Buyer arising under this Agreement. Buyer's obligations
under this Section 6 shall survive Close of Escrow or termination of this Agreement for a
period of one year. In the event of a material breach by Buyer of this Agreement prior to
the Closing Date, Seller shall have as its sole and exclusive remedy the right to retain the
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Deposit as liquidated damages.

7. Seller's Indemnity. Seller agrees to indemnify, protect and defend
Buyer against and hold Buyer harmless from any and all claims, demands, liabilities,
losses, damages, costs and expenses including, without limitation, all reasonable
attorneys' fees, asserted against, incurred or suffered by Buyer resulting from (i) any
breach by Seller of this Agreement, (ii) any liability or obligation of Seller that Buyer is
not required to assume under this Agreement or accruing prior to such assumption, (iii)
any personal injury or property damage occurring in, on or about the Property or relating
thereto on or before the Close of Escrow, from any cause whatsoever except Buyer's
inspection or other activities on or about the Property, or (iv) the untruth, inaccuracy or
breach of any of the representations, warranties, covenants and agreements made by
Seller pursuant to this Agreement. Seller's obligations under this Section 7 shall survive
Close of Escrow or termination of this Agreement for a period of two years. Neither the
foregoing nor any other provision of this Agreement shall limit the rights and remedies
available to Buyer at law or in equity, whether by statute or otherwise, and all such rights
and remedies shall be cumulative and non-exclusive.

8. Indemnification of Escrow Holder. If this Agreement or any matter
relating hereto shall become the subject of any litigation or controversy, Buyer and Seller
agree, jointly and severally, to hold Escrow Holder free and harmless from any loss or
expense, including attorneys' fees, that may be suffered by it by reason thereof except for
losses or expenses as may arise from Escrow Holder's negligent or willful misconduct. If
conflicting demands are made or notices served upon Escrow Holder with respect to this
Agreement, the parties expressly agree that Escrow Holder shall be entitled to file a suit
in interpleader and obtain an order from the court requiring the parties to interplead and
litigate their several claims and rights among themselves. Upon the filing ofthe action in
interpleader, Escrow Holder shall be fully released and discharged from any obligations
imposed upon it by this Agreement.

9. Damage or Condemnation Prior to Closing. Seller shall promptly notify
Buyer of any casualty to the Property or any condemnation proceeding commenced prior
to the Close of Escrow of which Seller obtains actual knowledge. If any such damage or
proceeding relates to or may result in the loss of any material portion of the Property,
Buyer may, at its option, elect either to: (i) terminate this Agreement, in which event
neither party shall have any further rights or obligations hereunder and Buyer's Initial
Deposit, any other deposits, and any extension fee(s) shall be refunded to Buyer, or
(ii) continue this Agreement in effect, in which event upon the Close of Escrow, Buyer
shall be entitled to any compensation, awards, or other payments or relief resulting from
such casualty or condemnation proceeding.

VI. Further Assurances

Whenever requested by the other party, each party shall execute, acknowledge, and
deliver any further conveyances, assignments, confirmations, satisfactions, releases, powers of
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attorney, instruments of further assurance, approvals, consents, and any other instruments and
documents as may be necessary, expedient, or proper, to complete any conveyance, transfer, sale,
or assignment contemplated by this Agreement, and to do any other acts and to execute,
acknowledge, and deliver any requested document to carry out the intent and purpose of this
Agreement.

VII. Miscellaneous

A. Notices. All notices or other communications required or permitted hereunder
shall be in writing, and shall be personally delivered, delivered by reputable overnight carrier,
sent by certified mail, postage prepaid, return receipt requested, or sent by telecopy, and shall be
deemed received upon the earlier of (i) if personally delivered or delivered by overnight courier,
the date of delivery to the address of the person to receive such notice, (ii) if mailed, two (2)
business days after the date of posting by the United States post office, (iii) if given by telecopy,
when sent. Any notice, request, demand, direction or other communication sent by telecopy must
be confirmed within forty-eight (48) hours by letter mailed or delivered in accordance with the
foregoing.

To Buyer:

With a copy to:

To Seller:

With copies to:

Raleigh, LLC
9902 Channel Road
Lakeside, CA 92040
Attention: Bob Caya

David S. Demian, Esq.
Marks, Finch, Thornton & Baird, LLP
4747 Executive Drive, Suite 700
San Diego, CA 92121

City of El Cajon as Successor Agency to the Former El
Cajon Redevelopment Agency
200 Civic Center Way
El Cajon CA 92020
Attention: Douglas Williford

Morgan L. Foley, Esq.
McDougal, Love, Eckis, Boehmer & Foley
8100 La Mesa Blvd., Suite 200
LaMesa, CA 91942

City ofEl Cajon
200 Civic Center Way
El Cajon CA 92020
Attention: Majed Al-Ghafry
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To Escrow Holder: Oak Tree Escrows, Inc.
166 E. Wells Avenue
EI Cajon CA 92020

Notice of change of address shall be given by written notice in the manner detailed in this
Paragraph. Rejection or other refusal to accept or the inability to deliver because of changed
address of which no notice was given shall be deemed to constitute receipt of the notice, demand,
request or communication sent.

B. Legal Fees. In the event any lawsuit or arbitration proceeding is brought by a
party hereto against another party hereunder by reason of any breach of any of the covenants or
any inaccuracies in any of the representations and warranties on the part of the other party arising
out of this Agreement, or for declaratory relief, the prevailing party in such action or proceeding
shall be entitled to have and recover of and from the other party its costs and reasonable
attorneys' fees.

C. Assignment. At any time Buyer is not in default hereunder, Buyer may freely
assign its rights under this Agreement to a third party assignee by written notice to Seller. Seller
shall not have the right to assign or mortgage this Agreement or any portion of this Agreement
without Buyer's prior written consent.

D. Other Fees and Assessments. [Intentionally Omitted]

E. Survival of Covenants. The covenants, representations and warranties of both
Buyer and Seller set forth in this Agreement shall survive the recordation of the Grant Deed and
the Close of Escrow.

F. Required Actions of Buyer and Seller. Buyer and Seller agree to execute such
instruments and documents and to diligently undertake such actions as may be required in order
to consummate the purchase and sale herein contemplated and shall use their reasonable best
efforts to accomplish the Close of Escrow in accordance with the provisions hereof.

G. Time of Essence. Time is of the essence of each and every term, condition,
obligation and provision hereof.

H. Counterparts. This Agreement (and any amendments and escrow instructions)
may be executed in multiple counterparts, each of which shall be deemed an original, but all of
which, together, shall constitute one and the same instrument. Documents delivered by
telephonic facsimile transmission shall be valid and binding.

1. Captions. Any captions to, or headings of, the paragraphs or subparagraphs of this
Agreement are solely for the convenience of the parties hereto, are not a part of this Agreement,
and shall not be used for the interpretation or determination of the validity of this Agreement or
any provision hereof. This Agreement shall be interpreted in accordance with its reasonable
meaning, and not strictly for or against either party.
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J. No Obligations to Third Parties. Except as otherwise expressly provided herein,
the execution and delivery of.this Agreement shall not be deemed to confer any rights upon, nor
obligate any of the parties thereto, to any person or entity other than the parties hereto.

K.
reference.

Exhibits. The Exhibits attached hereto are hereby incorporated herein by this

L. Amendment to this Agreement. This Agreement, together with all referenced
and/or attached documents, contains the entire understanding of the parties regarding the subject
matter and may not be modified or amended except by an instrument in writing executed by each
of the parties hereto.

M. Waiver. The waiver or failure to enforce any provision of this Agreement shall
not operate as a waiver of any future breach of any such provision or any other provision hereof.

N. Applicable Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of California.

O. Fees and Other Expenses. Except as otherwise provided herein, each of the
parties shall pay its own fees and expenses in connection with this Agreement.

P. Agreement. No agreement, representation, or promise made by either party
hereto, or by or to an employee, officer, agent or representative of either party, shall be of any
effect unless it is in writing and executed by the party to be bound thereby.

Q. Successors and Assigns. This Agreement shall be binding upon and shall inure to
the benefit ofthe successors and assigns of the parties hereto.

R. Confidentiality. Buyer shall keep all information and reports obtained from Seller
or relating to the Property or the proposed transaction confidential and will not disclose any such
confidential information to any other person or entity without obtaining the prior written consent
of Seller, unless required to disclose documents or reports by operation of law or by order of a
court of competent jurisdiction.

S. Authority. Each individual who signs this Agreement on behalf of an entity
represents and warrants that he/she is authorized to do so and to bind such entity.

T. Special Tax. There are no special taxes levied against the Property.

[Signatures on Following Page]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement at San Diego
County, California as of the day and year first-above written.

"BUYER"

RALEIGH, LLC,
a California limited liability company

By: _

Print Name: Robert E. Caya
Print Title: Manager

Date: -----------

APPROVED AS TO LEGALITY AND
FORM:

By:
Morgan L. Foley, City Attorney

19

"SELLER"

CITY OF EL CAJON AS SUCCESSOR
AGENCY TO FORMER El CAJON
REDEVELOPMENT AGENCY,
a municipal corporation

By: _
Print Name: ---------
Print Title: ----------

Date: -----------

ATTEST:

Belinda A. Hawley, City Clerk



ACCEPTANCE BY ESCROW HOLDER

OAK TREE ESCROWS INC hereby acknowledges that it has received a fully executed
counterpart of the foregoing Purchase and Sale Agreement and agrees to act as Escrow Holder
thereunder and to be bound by and perform the terms thereof as such terms apply to Escrow
Holder.

Dated: ,2015------- OAK TREE ESCROWS INC
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By:
Name:
Title:

Bobbi Pearson
Owner/Escrow Officer



EXHIBIT A

APN: 482-250-36-00

Real property in the City of EI Cajon, County of San Diego, State of California, described as
follows:

Lot 2 of Valley Industrial Park, in the City of EI Cajon, County of San Diego, State of California,
according to Map thereof No. 6894, filed in the Office of the County Recorder of San Diego
County, April 1, 1971.
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EXHIBITB
RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

SPACE ABOVE THIS LINE FOR RECORDER'S USE
DOCUMENTARY TRANSFER TAX ~ _

Computed on the consideration or value of property conveyed; OR

Computed on the consideration or value less liens or
encumbrances remaining at time of sale.

Signatureof Declarantor Agent determining tax - FirmName

APN: 482-250-34-00

GRANT DEED

FOR A VALUABLE CONSIDERATION, receipt of which is hereby acknowledged,

The CITY OF EL CAJON AS SUCCESSOR AGENCY TO THE FORMER EL CAJON
REDEVELOPMENT AGENCY, a municipal corporation

hereby GRANT(S) to _

the real property in the City ofEl Cajon, County of San Diego, State of Califomi a, described as:

See Legal Description in Attachment A, attached hereto and made a part hereof.

This conveyance is made subject to easements, restrictions and other matters of record, including, but not limited to,
the following:

Dated:

By:

its

By:
Its:
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A notary public or other officer completing this certificate verifies only the identity of the
individual who signed the document to which this certificate is attached, and not the truthfulness,
accuracy or validity of that document.

State of California )
County of )

On , 2015 before me, (insert
name and title of the officer), personally appeared _
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same
in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument
the person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature _
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Attachment A

APN: 482-250-36-00

Real property in the City of EI Cajon, County of San Diego, State of California, described as
follows:

Lot 2 of Valley Industrial Park, in the City of EI Cajon, County of San Diego, State of California,
according to Map thereof No. 6894, filed in the Office of the County Recorder of San Diego
County, April 1, 1971.
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APPRAISAL OF

531-555 Raleigh Avenue
EI Cajon, California

FOR

City ofEl Cajon
Adriana Castaneda, Management Analyst

Dept. of Community Development
200 Civic Center Way
El Cajon, CA 92020

DATE OF VALUE

May 28,2014

DATE OF REPORT

May 31, 2014

BY

Mark A. Smith
Andrew A. Smith Company

4215 Spring Street, Suite 225
La Mesa, California 91941



Mark A. Smith, Principal
Andrew A. Smith, MAl
1936- I999

ANDREW A. SMITH COMPANY
Real Estate Appraisers & Consultants

42 I5 Spring Street, Suite 225
La Mesa, California 9 I94 I-7983

May 31, 2014

telephone (6 I9) 464-8844
fax (619) 464-88 I3
aasco@pacbeIl.net

Adriana Castaneda
Management Analyst
City of EI Cajon
Dept. of Community Development
200 Civic Center Way
El Cajon, CA 92020

Reference: APPRAISAL OF
Existing Industrial Complex
531-555 Raleigh Avenue
EI Cajon, CA 92020

Fee Simple Market Value as of May 28,2014: $785,000

Dear Ms. Castaneda:

At your request, and pursuant to your authorization, I have inspected the above referenced
existing industrial property and performed a market data search to formulate my opinion of
the fee simple market value as of May 28,2014.

I have made an on-site inspection of the subject improvements, reviewed the sites zoning,
reviewed the existing leases and operating expense data, and analyzed available data and
information having a bearing on market value. Findings are submitted in this Restricted Use
Report in an expanded letter format. Additional information upon which these findings are
based will be retained in a work file, which are available upon request. In a Restricted Use
Report the appraiser's opinions and conclusions may not be fully understood properly
without reviewing the additional information available in the work file. See Limiting
Conditions section.

This appraisal is subject to the following Extraordinary Assumptions: The value conclusion
assumes an environmentally clean site. If the site is not clean, it would alter my final
conclusion of value. The complex has been operated as a mixed use industrial center for
many years with uses including automotive repair and dry cleaners. Many auto repair
businesses and dry cleaners dispose of, store, use or have used toxic chemicals which could
contaminate a site. While it is not known if there are environmentally issues, the past and
tenant uses raise the risk of environmental issues.



Adriana Castaneda
Management Analyst
City ofEl Cajon
May 31,2014
page 2

REAL ESTATE APPRAISED: The property is located at 531-555 Raleigh Avenue, EI
Cajon, California, 92020.

OWNERSHIP: City ofEl Cajon.

PURPOSE OF THE APPRAISAL AND REPORT: The objective of this appraisal is to
estimate the market value of the fee simple interest of the identified property in its "as is"
condition. My opinion ofvalue is subject to the assumptions and contingent conditions as set
forth in this report.

FUNCTION OFTHE APPRAISAL: The function or use ofthe report is to assist the client,
the city of El Cajon, in evaluating the fee simple market value as of May 28, 2014, for
internal planning purposes. This report has been prepared in accordance with the Uniform
Standards of Professional Appraisal Practice (USPAP) and complies with Title XI of the
Financial Institutions Reform, Recovery and Enforcement Act of 1989 (FIRREA).

DATE OF VALUATION: The subject was appraised as of May 28,2014.

DATE OF REPORT: May 31, 2014.

PROPERTY RIGHTS APPRAISED: Fee Simple Estate is defined on page III of the
Thirteenth Edition of The Appraisal of Real Estate Appraisal (2008), sponsored by the
Appraisal Institute as:

"Absolute ownership unencumbered by any other interest or estate, subject
only to the limitations imposed by governmental powers oftaxation, eminent
domain, police power, and escheat. "

DEFINITION OF VALUE SOUGHT: The term "market value" for Federally Insured
Financial Institutions as used herein is defined as:

"The most probable price which a property should bring in a competitive and open market
under all conditions requisite to a fair sale, the buyer and seller, each acting prudently and
knowledgeably and assuming the price is not affected by undue stimulus. Implicit in this
definition is the consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby:



Adriana Castaneda
Management Analyst
City ofEI Cajon
May 31,2014
page 3

a. Buyer and seller are typically motivated;

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

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

d. Payment is made in terms of cash in United States dollars or in terms
of financial arrangements comparable thereto; and

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

I have interpreted the phrase "most probable price" to mean that amount ofmoney a property
will bring in the market on the date ofvaluation assuming good exposure to the market and
the forceful, intelligent and concentrated effort to sell. It is not the highest price obtainable
under any and all circumstances, such as the uninformed buyer or a buyer having a special
need for that particular property.

DEFINITION OF HIGHEST AND BEST USE: As defined in the Fourteenth Edition of
The Appraisal of Real Estate, published by the Appraisal Institute, highest and best use is:

"Is the reasonably probable and legal use ofvacant land or an
improved property that is physically possible, appropriately
supported, and financially feasible, and that results in the
highest value. "

HISTORY OF THE PROPERTY: The site transferred ownership on January 30,2012,
from the EI Cajon Redevelopment Agency to the City of EI Cajon. This was not an arms
length transfer with no sales price reported. The EI Cajon Redevelopment Agency acquired
the site on August 24, 2009, for a recorded price of $8,850,000 which included multiple
properties. The city ofEI Cajon has leased a portion of the property on a month-to-month

1 The Appraisal of Real Estate, Fourteenth Edition, copyright 2013, Appraisal Institute.



Adriana Castaneda
Management Analyst
City ofEl Cajon
May 31,2014
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basis to tenants of the building at the time of acquisition in August 2009. The current leases
are on a month-to-month tenancy resulting in a fee simple interest. The vacant space in the
property is not available for lease.

DISCLOSURE OF COMPETENCY: We are aware of the competency provision of
USPAP and the author of this report meet the standards. Since 1982, Mark A. Smith has
appraised numerous offices/industrial/commercial properties and land throughout San Diego
County and Southern California. In addition, Mark Smith has appraised numerous residential
properties including: remaining phases of existing residential subdivisions, nearly finished
lots and raw land for future residential attached and detached unit subdivision developments,
and large master-planned communities in various levels ofdevelopment and/or construction.

HIGHEST & BEST USE (As Vacant): After inspection ofthe property, consideration of
legal and physical constraints, neighborhood market trends, and analysis of permitted uses
considering the site's location, access, configuration, and taking into consideration the present
economic prospects for commercial uses as allowed by current zoning, I have concluded that
the Highest and Best Use of the subject would be to develop the property with a well
designed commercial, office or mixed use building

HIGHEST & BEST USE (As Improved): In the case where a site contains improvements
and the highest and best use is determined to be different from the existing use, the existing
use will continue unless and until land value under the proposed "Highest and Best Use, As
IfVacant" exceeds the sum of the value of the entire property in its existing use and costs
incurred to remove the improvements. In the course of this investigation I discovered there
currently is a market for the purchase of industrial buildings in San Diego's East County.
While the property currently displays significant deferred maintenance, I have concluded that
the Highest and Best Use of the subject would be the continuation of the existing industrial
buildings.

IDENTIFICATION OF THE PROPERTY: A formal legal description has not been
provided for review. The San Diego County Assessor refers to the property as assessors'
parcel number 482-250-36-00. The street address is 531-555 Raleigh Avenue, El Cajon,
California, 92020.

DESCRIPTION OF THE SITE: The site is irregular in shape containing approximately
0.56 acres or 24,394 square feet per the County of San Diego Assessors records. The site is
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level, located at street grade, and assumed to be fully useable. Located within the city ofEI
Cajon, customary municipal utilities are available.

ZONING: The city of EI Cajon has zoned the site C-M (Heavy Commercial - Light
Industrial). The existing commercial center is conforming to the zone. The city ofEI Cajon
describes the C-M zone as follows:

The C-M zone is intended to provide for:

A. Light industrial uses with relatively minor impacts on the surrounding area and which are
contained in buildings and consist of light manufacturing, wholesale trade, processing, servicing,
assembly and distribution.

B. Commercial trade uses consisting ofwholesale and specific, listed retail uses, which combine
aspects of commercial with light industrial operations, such that the commercial trade aspects
occupy no more than fifty percent ofthe gross floor area ofthe building or buildings which make
up the business on the same site. The commercial trade may be retail or wholesale or a combination
ofthe two.

C. Commercial trade uses which are limited to the sale and/or distribution oflarge box items such
as furniture, appliances, carpeting, etc. and the incidental sales ofitems accessory to the large box
items as long as the incidental sales do not exceedfifteen percent ofthe total sales.
(Ord. 4459, 1994.)

CURRENT USE/IMPROVEMENTS: The improvements were physically inspected
physically walked and photographed on May 28,2014.

The property is improved with two I-story industrial buildings of metal construction on a
concrete foundation. The buildings were manufacture by Star Building Systems. 531-535
Raleigh Avenue contains 1,728 square feet and 549-555 Raleigh Avenue contains 7,280
square feet. The combined gross building area is 9,008 square feet. The buildings are
improved with standard electrical power. The building were reportedly constructed in 1972.
The improvements are currently in fair condition and display deferred maintenance. The
existing tenant reports the heat and cooling systems are not functional. The improvements
currently display an effective age of 45 to 50 years.
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The site is asphalt paved and partial marked with ample open asphalt paved parking spaces.
The lot is improved with minimal strip landscaping. All parking and landscaped areas are in
fair overall condition. The fenced staging area along 531 Raleigh Avenue displays limited
upkeep with weeds growing through the pavement.

SCOPE OF THE APPRAISAL: I will provide my opinion of market value based on the
estimated highest and best use which is the continued use ofthe existing industrial uses. The
initial step in the valuation process required that the property be physically inspected, which
last performed on May 28, 2014. The fee simple value of the property was estimated by
applying the sale comparison and income approaches to value. The cost approach to value
was not considered to be an applicable approach.

The cost approach to value was not applied as this approach to value would not provide a
meaningful estimate of value for the following reasons:

A) Estimating Accrued Depreciation of Improvements: Estimating accrued physical
depreciation requires significant research to develop a reliable estimate of
depreciation. To develop these estimates without additional research in-depth studies
would be misleading to the reader.

B) Market Relevance ofthe Cost Approach: Investors in today's marketplace give little
emphasis to the Cost Approach in their purchasing decisions for
commercial/industrial properties.

I have concluded the exclusion of the cost approaches does not reduce the reliability of the
concluded market value as is acceptable based on the provision per USPAP. The scope of
work to be performed is consistent with the expectations ofparticipants in the market for the
same or similar appraisal service and with the appraiser's peers in performing the same or
similar assignments in compliance with USPAP.

SALES COMPARISONS APPROACH: The Sales Comparison Approach compares the
subject improvements to comparable properties that have recently sold or are listed for sale,
preferably in the immediate market area. It is applicable to all types ofproperties for which
there is sufficient data to analyze. This method of arriving at an indication of value is
considered most reliable when properties are bought and sold in an area with regularity.
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To value the subject property via the Sales Comparison Approach, a search was made for
reasonably recent transactions of industrial properties of similar design, size, quality of
improvements, age, comparable zoning, appeal and location. After analyzing approximately
50 recent sale transactions and listings, I found the following nine comparables to be of
significant help in determining the value. The following chart summarizes those sales that
were deemed most useful in the analysis of value for the subject:

I IMPROVED TRANSACTIONS SUMMARY I
SALE LOCATION DOCUMENT NO. SALE SALE SIZE PRICE/ AGE SITE

No. SELLER/BUYER DATE PRICE Sq.Ft. PSF FAR

Subject 531 Raleigh Avenue N/A N/A N/A 9,008 N/A 1972 0.37
EI Cajon, 92020

I 6530 Federal Blvd. 14-0135877 04/2014 $750,000 10,000 $75.00 ±1975 0.43
Lemon Grove, 91945 Greengrass Trust/

Anderson

2 7704 North Avenue 14-0113350 0312014 $570,000 5,864 $97.20 1965 0.45
Lemon Grove, 91945 Udhe/McCrawl

3 10809 Prospect Avenue 14-0187744 02/2014 $1,000,000 10,200 $98.04 1973 0.31
Santee, 92071 Hopper/Archibald

4 221 N. Johnson Avenue 13-018729 0112014 $552,000 5,520 $100.00 1960 0.40
El Cajon, 92020 McDonell/Smith

5 8131 Wing Avenue 14-0740162 12/2013 $1,130,000 11,200 $100.89 1969 0.37
El Cajon, 92020 Nelson/Gardena Maple LLC

6 8157-8159 Wing Ave. 13-0206730 12/2013 $1,875,000 15,000 $125.00 1965 0.23
El Cajon, 92020 Wing Ave. LLC /Wing

Crosse LLC

7 1240-46 Vernon Way 13-0530143 08/2013 $1,580,000 17,892 $88.31 1973 0.37
El Cajon, 92020 Hoyt/Bull

8 1385 N. Magnolia Ave. 13-0511 086 08/2013 $960,000 8,489 $113.09 1988 0.47
El Cajon, 92020 Cohen/Yu

9 830-856 Fesler Street 13-046523 04/2013 $1,300,000 11,050 $117.65 ±1970 0.26
EI Cajon, 92020 Arban/Mathews

Transaction 1 was the April 7, 2014, purchase of a 10,000 square foot single tenant
industrial building located in the city of Lemon Grove at 6530 Federal Boulevard. The
comparable is located approximately 7 miles southwesterly ofthe subject. The propertywas
purchased for $750,000 or $75.00 per square foot. The property is improved with an one
story industrial building on a 23,522 square foot (0.54 acres) site which represents a floor
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area ratio of 43 percent. The building was constructed in approximately 1975 and is of
masonry construction. This was a distressed court ordered sale with the improvements
reported to be in fair condition with deferred maintenance. The overall location is considered
to be inferior to the subject. The buyer reportedly paid cash. Overall, this property is inferior
to the subject property.

Transaction 2 was the March 24, 2014, purchase of a 5,864 square foot single tenant
industrial building located in the city of Lemon Grove at 7704 North Avenue. The
comparable is located approximately 5 miles southwesterly ofthe subject. The property was
purchased for $570,000 or $97.20 per square foot. The property is improved with an one
story industrial building on a 13,068 square foot (0.30 acres) site which represents a floor
area ratio of 45 percent. The building was constructed in approximately 1965 and is of
masonry construction. The buyer reportedly put a cash down payment of$57,000 (10%) and
obtained a conventional loan in the amount of $513,000 from US Bank NA. The
improvements are reported to be in average condition. The overall location is considered to
be inferior to the subject. Overall, this property is superior to the subject property.

Transaction 3 was the February 4, 2014, purchase of a 10,200 square foot multi tenant 1
story industrial building located in the city of Santee at 10809 Prospect Avenue. The
comparable is located approximately 2 miles northerly of the subject. The property was
purchased for $1,000,000 or $98.04per square foot. The property is improved with an l-story
metal industrial building built in approximately 1973. The building is on a 32,670 square foot
(0.75 acres) site which represents a floor area ratio of 31 percent. The improvements are
reported to be in superior condition. Access and exposure are considered to be similar to the
subject. The buyer reportedly put a cash down payment of$350,000 (35%) and obtained a
conventional loan in the amount of $650,000 from California Bank and Trust. Overall, this
property is superior to the subject property.

Transaction 4 was the January 15, 2014, purchase of a 5,520 square foot single tenant
industrial building located in the city ofEl Cajon at221 N. Johnson Avenue. The comparable
is located approximately one-third of a mile southerly of the subject. The property was
purchased for $552,000 or $100.00 per square foot. The property is improved with an one
story industrial building on a 13,939 square foot (0.32 acres) site which represents a floor
area ratio of 40 percent. The building was constructed in approximately 1960 and is of
masonry construction. The buyer reportedly put a cash down payment of$50,429 (9.1%) and
obtained two conventional loans in the amount of$50 1,571 from North Island Federal Credit
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Union. The improvements are reported to be in average condition. The overall location is
considered to be superior to the subject. Overall, this property is superior to the subject
property.

Transaction 5 was the December 16, 2013, purchase of a 11,200 square foot single tenant
l-story industrial building located in the city of Santee at 8131 Wing Avenue. The
comparable is located approximately 1.5 miles northerly of the subject. The property was
purchased for $1,130,000 or $100.89 per square foot. The property is improved with an 1
story metal industrial building built in approximately 1969. The building is on a 30,492
square foot (0.70 acres) site which represents a floor area ratio of 37 percent. The
improvements are reported to be in superior condition. Access and exposure are considered
to be similar to the subject. The property was reportedly purchased by the existing tenant at
market price. Overall, this property is superior to the subject property.

Transaction 6 was the December 19, 2013, purchase of a 15,000 square foot l-story
industrial/manufacturing building with a fenced yard located in the city of Santee at 8157
8159 Wing Avenue. The comparable is located approximately 1.5 miles northerly of the
subject. The property was purchased for $1,875,000 or $125.00 per square foot. The property
is improved with an l-story metal industrial building built in approximately 1965. The
building is on a 65,340 square foot (1.50 acres) site which represents a floor area ratio of25
percent which is superior to the subject. The improvements are reported to be in superior
condition. Access and exposure are considered to be similar to the subject. The buyer
reportedly put a cash down payment of$83 3,550 (44%) and obtained financing in the amount
of $1,041,450 from Private Individual FAS Financial Inc. Overall, this property is superior
to the subject property.

Transaction 7 was the August 23, 2013, purchase of a 17,892 square foot multi-tenant
industrial/manufacturing building located in the city ofEl Cajon at 1240-1246 Vernon Way.
The comparable is located approximately 1 mile northerly of the subject. The property was
purchased for $1,580,000 or $88.31 per square foot. The property is improved with a two
story industrial building on a 47,916 square foot (1.10 acres) site which represents a floor
area ratio of 37 percent. The building was constructed in approximately 1973 and is of
masonry construction. This was a distressed sale with a notice of default filed on the
property. The improvements reported to be average condition. The overall location is
considered to be similar to the subject. The buyer reportedly paid all cash. Overall, this
property is similar to the subject property.
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Transaction 8 was the August 14, 2013, purchase of an 8,489 square foot single tenant
industrial building located in the city of El Cajon at 1385 N. Magnolia Avenue. The
comparable is located approximately 1.25 miles northeasterly of the subject. The property
was purchased for $960,000 or $113.09 per square foot. The property is improved with an
one-story industrial building on a 18,178 square foot site (0.42 acres) which represents a
floor area ratio of47 percent. The building was constructed in approximately 1988 and is of
masonry construction. The buyer reportedly put a cash down payment of$3 84,000 (40%) and
obtained a loan in the amount of $576,000 from a private lender. The improvements are
reported to be in average condition. The overall location and condition are considered to be
superior to the subject. Overall, this property is superior to the subject property

Transaction 9 was the April 19, 2013, purchase of a 11,050 square foot l-story
industrial/warehouse building with a fenced yard located in the city ofEl Cajon at 830-856
Fesler Street. The comparable is located approximately one-halfmile northerly ofthe subject.
The property was purchased for $1,300,000 or $117.65 per square foot. The property is
improved with an l-story masonry industrial building built in approximately 1975. The
building is on a 42,689 square foot (0.98 acres) site which represents a floor area ratio of26
percent which is superior to the subject. The improvements are reported to be in superior
condition. Access and exposure are considered to be similar to the subject. The buyer
reportedly put a cash down payment of $125,000 (9.6%) and obtained financing in the
amount of $1,175,000 from the seller. Overall, this property is superior to the subject
property.

The subject property was placed on an array with the sale transactions based on its
comparability in the table below. It falls between Transaction 2, which is considered superior
at $97.20 per square foot and Transaction 1 which is considered inferior, and sold at $75.00
per square foot.
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IMPROVED TRANSACTIONS ARRAY

PRICE/
NO. LOCATION SQ. FT. COMPARISON

6 8157-5159 Wing Avenue
$125.00 Superior

E1 Cajon, 92020

9 830-856 Fesler Street
$117.65 Superior

El Cajon, 92020

8 1385 N. Magnolia Ave.
$113.09 Superior

El Cajon, 92020

5 8131 Wing Avenue
$100.89 Superior

El Cajon, 92020

4 221 N. Johnson Avenue
$100.00 Superior

El Cajon, 92020

3 10809 Prospect Avenue
$98.04 Superior

Santee, 92071

2 7704 North Avenue
$97.20 Superior

Lemon Grove, 91945

SUBJECT PROPERTY

7 1240 Vernon Way
$88.31 Similar

El Cajon, 92020

1 6530 Federal Boulevard
$75.00 Inferior

Lemon Grove, 91945

The table on the following page summarizes the major categories ofcomparison ofthe sales
with the subject property.



IMPROVED TRANSACTIONS COMPARABILITYANALYSIS
531-555 Raleigh Avenue
I I I I I I I I

Overall
Closing I Bldg I Price Agel IIndicated

No. I Location I Date SF SF Condition Other PSF

6530 Federal Blvd. 04/2014 10,000 $75.00
+5% ~stress I +15%

= = = =
Lemon Grove, 91945 +10% $86.25

2 I 7704 North Avenue 03/2014 5,864 $97.20
+5% -15% I I

-10%
= = = =

Lemon Grove, 91945 $87.48

3 I 10809 Prospect Avenue 0212014 10,200 $98.04
-15% I I -15%

= = = = =
Santee, 92071 $83.33

4 I 221 N. Jolmson Avenue 0112014 5,520 $100.00 I -10% -5%
1 I -15%

= = = =
EI Cajon, 92020 $85.00

5 I 8131 Wing Avenue 1212013 11,200 $100.89 1 -15%
1 1

-15%
= = = = =

EI Cajon, 92020 $85.76

6 I 8157-8159 Wing Ave. 12/2013 15,000 $125.00 I -15% I FAR I -25%
= = = =

El Cajon, 92020 -10% $93.75

7 I 1240-46 Vernon Way 08/2013 17,892 $88.31 I -10% IDistress= = = =
EI Cajon, 92020 +10% I $88.31

8 I 1385 N. Magnolia Ave. 08/2013 8,489 $113.09 1 -10% I 1

-25%
= -15% = = =

EI Cajon, 92020 $84.82

9 I 830-856 Fesler Street 04/2013 11,050 $117.65 1 I FAR I -25%
= = -15% = =

EI Cajon, 92020 -10% $88.24

Subject I 531-555 Raleigh Avenue I DOV
I 9,008

EI Cajon, 92020 05/2014
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ANALYSIS OF MARKET DATA: The preceding sales represent market transactions
which are comparable to the subject and represent the sales which are considered to be the
best indicators ofvalue located. After applying the appropriate adjustments, I have concluded
that the subject has a market value of approximately $85 to $88 per rentable square feet of
building area. Given a rentable size of9,009 square feet, a valuation of$765,765 to $792,792
was indicated by the Sales Comparison Approach which was rounded to $775,000.

INCOME APPROACH - The Income Approach endeavors to quantify expected future
economic benefits from ownership of income producing real estate. It has its basis in the
anticipated earning power ofa property. The market determines the income streams and rates
of return based on the principles of supply and demand and substitution. While a number of
methods are available to measure value based on income, the direct capitalization method
that uses an overall capitalization rate derived from the market is most often applied to obtain
an estimate of value for the first year income stream assuming stabilized occupancy. An
inherent presumption of direct capitalization is that the rent for the subject property will be
rising similarly to that of the comparable properties from which the overall rate was
extracted. Direct capitalization does not deal well with properties affected by leases lacking
typical market rent increases or on which there are over or under market lease rates that may
be changing in the foreseeable future.

The first item to consider is the income from the subject. As of the date ofvalue the subject
was 60% leased with two tenants. Joseph and Julia Drummond lease 531-535 Raleigh Street
which contains approximately 1,728 square feet and is used as an automotive restoration and
repair facility. The lease commenced 07/01/95 and ended on 06/30/00. The tenant currently
occupies the property on a month-to-month lease basis. The current monthly rent is reported
at $1,033.71 or $0.60 per square foot on a modified gross basis with the tenant to pay all
utilities and building maintenance. The landlord is responsible for taxes and insurance.

Jonathon Martin and Richard Thruston, d.b.a. D & J Cleaners lease 549 Raleigh Street which
contains approximately 3,640 square foot and is used as a cleaner with a portion of the
building sub-leased and used for manufacturing. The suite has minimal office area. The lease
commenced 01/01/05 and ended on 12/30/07. The tenant currently occupies the property on
a month-to-month lease basis. The current monthly rent is reported at $2,295.66 or $0.63 per
square foot on a modified gross basis with the tenant to pay all utilities and building
maintenance. The landlord is responsible for taxes and insurance.
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555 Raleigh Street which contains approximately 3,640 square feet is currently vacant and
has not been occupied for more than five years. The front 600 square feet of the suite are
improved with offices. The city ofEl Cajon has not made this space available for lease.

To determine market rental rates and terms, I searched the general area for industrial
properties considered to be comparable to the subject in terms ofsize, age and location. The
difficulty in estimating market rent for the subject is the deferred maintenance the property
currently displays. The subject would be difficult to lease in it "as is" condition. In
determining market rent the subject was estimated to be in average to fair condition.

The industrial space reviewed throughout the East County revealed somewhat comparable
rental rates ranging from $0.55 to $.75 per square foot on a modified gross basis. Based on
my analysis, I feel an overall market rent of$0.65 per square foot or $5,856 ($0.65 x 9,009
SF) per month on a net basis is supported. I have concluded market rent for the property at
$5,856 per month. The gross scheduled annual market income of$70,272 ($5,856 x 12) was
estimated using the estimated market rent for the subject.

Discussion of Expenses

The rental rates are based on a triple net basis with tenants paying all of the properties
operating expenses except for replacement and reserves. My projections of operating
expenses for the subject property are based on reported expenses reviewed in similar style
industrial buildings located in comparable neighborhoods, conversations with property
managers as well as your appraiser's experience and opinions. Historical operating expenses
for the subject were not available for review.

Vacancy/Collection Loss of 10 percent is reflected to account for vacancy over an extended
holding period. The current retail market in the subjects area is weak with vacancy rates for
existing buildings' current averaging between 5 to 25 percent. I have reflected a
vacancy/collection loss level of 10 percent to reflect both the short and long term risk
associated with the subjects scheduled income streams.

The reimbursable expenses which are passed through to the tenant include real estate or
property taxes, building insurance, repairs and maintenance, management, water & sewer,
common utilities, trash removal, landscaping/tree trimming, lot cleanup, exterior lights and
miscellaneous expenses.
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Non-reimbursable expenses estimated at 5 percent of the effective gross income include
capital improvements and replacement reserves. Also included are administrative expenses
reflected for commissions, legal and accounting expenses plus a general administrative
expenses.

The income study summarizing the income and expenses follows:

INCOME STUDY

Scheduled Gross Income - 12 Months @ $5,856
Estimated Vacancy/Income Loss @ 10%

Effective Gross Income
Non Recoverable Operating Expenses @ 5%

Net Operating Income

$ 70,272
7,027

$ 63,245
-$ 3,162
$ 60,083

Capitalization Rate - None of the comparable sales included in the sales comparison
approach provided market indicators of capitalization rates. The transactions in the sales
comparison approach were either purchased by an owner/user or had no income information
available with the capitalization rates not indicated. To help support current cap rates, I have
also reviewed additional sale transactions of somewhat similar industrial properties from
which to draw added support for the appropriate capitalization rate.

The capitalization rate data reviewed supports the range of about 7.0 to 8.5 percent. Based
on the overall industrial market conditions, economic outlook for San Diego, and overall
condition and age of the improvements, I feel a 7.25 to 7.75 percent overall rate would
appear reasonable. I have selected an overall capitalization rate in the middle end of the
indicated range or 7.5 percent.

Net Operating
Income

$60,083

Overall
Rate

7.5%

Indicated
Value

$801,107

The indicated overall rate was obtained from local market data and applied to my estimate
of net operating income for the subject which indicated a value of $801,107, rounded to
$800,000.
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RECONCILIATION: Two approaches to value were applied in this analysis. The indicated
fee simple values per the approaches are:

Sales Comparison Approach
Income Approach

$ 775,000
$ 800,000

The Sales Comparison Approach is based on sales of other comparable properties and
produces an indication of value based on prices actually paid in the market. Due to the
adequate number ofrecent, improved sale transactions the Sales Comparison Approach was
considered to be a reliable method with which to estimate value. Units ofvalue derived from
the sales are used to estimate a value for the subject under study. The weakness in this
approach is the assumption of operating efficiency in each property, and reliance on sales
data which is not always complete.

The Income Approach is a strong indicator ofvalue as investors typically are concerned with
the quantity and quality of an income stream as they consider alternate investments. Within
the Income Approach, I have applied the appropriate level of income and expenses predicted
for the subject.

In determining my final opinion ofthe market value equal weight has been placed on the two
approaches to value performed. Based upon my analysis of the data and my experience, it is
my opinion the subject has a market value for the fee simple interest of$785,000 as of the
date of value: May 28,2014.

SEVEN HUNDRED EIGHTY-FIVE THOUSAND DOLLARS
($785,000)

INDICATED EXPOSURE TIME: Six to 12 months. For the purpose of this report, an
exposure time of approximately nine months is considered appropriate

INDICATED MARKETING TIME: My appraised value estimates a marketing period
similar to exposure time, or approximately nine months.

The valuation and this report are prepared in conformance with the Code of Professional
Ethics and the Uniform Standards of Professional Practice (USPAP) as promulgated by the
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Appraisal Foundation. It is subject to the Certification, Assumptions and Limiting Conditions
and Definitions contained in this report.

Thank you for this opportunity to be of service. If you have any questions regarding this
appraisal report, please feel free to contact me.

Respectfully submitted,

Mark A. Smith
Certified General Appraiser #AG006537

c:\Users\Mark\Documents\WP\12414.531Ra1eigh.CityE1Cajon.wpd



ADDENDA



CERTIFICATION

I certify that, to the best of my knowledge and belief:

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

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

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

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

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

My compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client,
the amount of the value opinion, the attainment of a stipulated result, or the occurrence of
a subsequent event directly related to the intended use of this appraisal.

My analyses, opinions and conclusions were developed, and this report has been prepared,
in conformity with the Uniform Standards ofProfessional Appraisal Practice.

I have made a personal inspection of the property that is the subject of this report.

No one provided significant real property appraisal assistance to the person signing this
certification.

The real estate that is the subject of this appraisal was valued as of May 28,2014.

Mark A. Smith
Certified General Appraiser #AG006537

Date: 5/31/2014



ASSUMPTIONS AND LIMITING CONDITIONS

This appraisal report was prepared with the following basic assumptions.

1. The information furnished by others is believed to be reliable. However, no warranty is
given for its accuracy.

2. No responsibility is assumed for the legal description or for matters including legal or title
considerations such as title defects, liens, encroachments or overlapping boundaries. Title is
assumed to be marketable and free and clear of all liens and encumbrances, easements, and
restrictions except those specifically discussed in the report.

3. Responsible ownership and competent management are assumed.

4. Maps, plats and exhibits included herein are for illustration only, as an aid in visualizing
matters discussed within the report. They should not be considered as surveys or relied upon
for any other purpose.

5. Soils engineering studies were not provided and it is assumed that there are no hidden or
unapparent conditions which would render the subject more or less valuable. No
responsibility is assumed for such conditions or for arranging engineering studies that may
be required to discover them.

6. It is assumed that there are no environmental or ecological factors that would prevent
orderly development ofthe land to its estimated Highest and Best Use or preclude continued
Highest and Best Use of the improvements.

7. Neither all nor part of the contents ofthis report (especially any conclusions ofvalue, the
identity of the appraisers) shall be disseminated to the public through advertising, public
relations, news, sales or other media without prior written consent of Mark A. Smith.

8. By reason of this appraisal, I am not required to give further consultation, testimony, or
be in attendance in court with reference to the subject, unless arrangements have been
previously made.

9. I assume no responsibility for economic or physical factors that may affect the opinions
stated in this report that occurs at some date after the letter transmitting this appraisal report.

10. I have assumed the site is free and clear of any adverse easements or encroachments.



ASSUMPTIONS AND LIMITING CONDITIONS (Continued)

11. The identification of toxic or hazardous waste is beyond the expertise of the real estate
appraisers. I recommend employment of a professional in that field to identify, quantify
and/or dispose of any problems, if they exist.

12. The appraiser assumes no responsibility for any hazardous or toxic waste substance
(including those that are on the site either underground or stored) and this appraisal assumes
that there are no such influences unless otherwise stated within the body of this report. It
should be understood that adverse toxic or hazardous waste conditions found on the site
could dramatically impact the indicated value.

13. The subject was physically measured to determine the size ofthe improvements. During
the physical inspection on May 28, 2014, portions of the buildings were locked and the
interiors could not be inspected. The condition of the subject is based on the areas which
could be inspected and prior inspections of the subject performed in May of2009.

14. This is a Restricted Use Report which is intended to comply with the reporting
requirements set fourth under Standard Rule 2-2 (c) ofthe Uniform Standards ofProfessional
Appraisal Practice for a Restricted Report. As such, it does not include discussions of the
data, reasoning, and analysis that were used in the appraisal process to develop the
appraiser's opinion ofvalue. Supporting documentation concerning the data, reasoning, and
analysis is retained in the appraiser's file. The information contained in this report is specific
to the needs of the client and for the intended use stated in this report. The appraiser is not
responsible for unauthorized use of this report.

15. This appraisal is subject to the following Extraordinary Assumptions: The value
conclusion assumes an environmentally clean site. If the site is not clean, it would alter my
final conclusion ofvalue. The site in the past has been leased by a cleaner and an auto repair
businesses. I have assumed the site has NOT been contaminated from the these users. Should
the site be contaminated or have environmentally issues the opinion of value could be
significantly less.

16.Certification Addendum: I have not performed any prior appraisal services regarding the
subject property, as an appraiser, within the three (3) year period immediately preceding
acceptance of this appraisal assignment.
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LOCATION MAP
Eucalyptus Hills



SUBJECT PHOTOGRAPHS
May 28,2014

Looking easterly toward the front of 549-555 Raleigh Avenue.

Looking easterly toward the front of 555 Raleigh Avenue.



SUBJECT PHOTOGRAPHS
May 28,2014

Looking in southerly direction toward the front of 531 Raleigh
Avenue.

Looking northeasterly toward the side of 531 Raleigh Avenue.



SUBJECT PHOTOGRAPHS
May 28,2014

Looking toward the rear of 549-555 Raleigh Avenue.

Looking along the rear of 549-555 Raleigh Avenue



SUBJECT PHOTOGRAPHS
May 28,2014

Looking in a northerly direction along Raleigh Avenue. The subject
is located on the right side of the photograph.

Looking in a southerly direction along Raleigh Avenue. The subject
is located on the left-hand side of the picture.



SUBJECT PHOTOGRAPHS
Undated Aerial Photograph
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QUALIFICATIONS OF MARK A. SMITH, REAL ESTATE APPRAISER

Company Name:

Office Address:

Telephone:
e-mail:

Andrew A. Smith Company
Mark A. Smith, Principal
4215 Spring Street, Suite 225
La Mesa, CA 91941
(619) 464-8844
aascoi£i1pacbell.net

EDUCATION

B.S. (Real Estate) San Diego State University - 1985

Courses & Seminars Completed include:

Apartment Appraisals
Land Market & Real Estate Analysis
Theory of Real Property Valuation
The Appraiser as an Expert Witness
Housing, Renewal & Real Estate Dynamics
Principles of Planning
Real Estate Appraisal Problems
Uniform Standards of Professional Appraisal Practice
Uniform Appraisal Standards for Federal Land Acquisitions
Loss Prevention Seminar
Residential Econometrics
Federal and State Laws and Regulations Workshop
Standards of Professional Practice, Part A
Standards of Professional Practice, Part B
Appraisal Procedures
Capitalization Theory, Part A
Capitalization Theory, Part B
Real Estate Appraisal Principles
Residential Valuation

APPRAISAL EXPERIENCE

Real Estate Appraiser with Andrew A. Smith Company since December 1982, Principal since June
of 1999. Properties appraised included large and small shopping centers, office buildings, improved
and vacant industrial properties, residential subdivisions, large special purpose projects including
school sites, freeway acquisitions, pipeline right-of-ways, major and minor leasehold, construction
defects, partial interests, easements and leased fee interests, Federal land, single family,
condominium and apartment projects, single family lots, vacant and rural land.

STATE LICENSING & CERTIFICATION

Certified General Appraiser No. AG 006537 by State of California



CURRENT & PAST APPRAISAL CLIENTS OF THE ANDREW A. SMITH COMPANY

GOVERNMENT AGENCIES
California Dept. ofTransportation

(Caltrans)
Centre City Devel. Corporation

(San Diego)
City ofE! Cajon
City of Oceanside
City of San Diego
County of Imperial
County of San Diego

BANKS AND LENDERS
Aetna Life
Bank of America
Banque Nationale de Paris
California Bank & Trust
Citicorp
Community National Bank
Countrywide
Downey Savings
Evangelical Christian Credit Union
First Capital
First Franklin
First Western Mortgage
Flagstar Bank

DEVELOPERS
Aetna Life Insurance Company
Allred-Collins
Baldwin Corporation
Burnham Pacific
Carmel Mountain Ranch
Carlton Santee Corporation

ATTORNEYS and
ACCOUNTANTS

Asaro & Keagy
Burkley, Greenberg & Fields
Charles Kellett, CPA
Daley & Heft

CORPORATIONS
Arthur Anderson Company
Prudential Relocation
Bob Baker Enterprises
Calmat
Chevys
Church of Jesus Christ

of Latter-Day Saints
Foodmaker, Inc.
Ford Motor Company
Fuller Ford
GMAC

Department of Interior - Bureau of
Indian Affairs
Department of Interior - Bureau of
Land Management
Escondido Schools
Federal Deposit Ins. Corporation
Metropolitan Transit Dev. Board
Otay Water District
Rainbow Water District

Greyhound Leasing
Grossmont Fed. Credit Union
Headlands Mortgage Company
Keystone Asset Management, Inc.
Los Padres Bank
Mitsui Manufacturers
Mortgage Guarantee Insurance Co.
(M.G.I.C.)
Nations Bank
North American Mortgage Co.
Norwest Mortgage
Pacific Crest Bank
Pacific Western Bank
Public Schools Credit Union

Davlyn
Hallmark Communities
Kaiser Aetna
MJ. Brock Company
Nexus Corporation
Patrick Development

Higgs Fletcher & Mack
Gerbel & VanDamme
Luce, Forward, Hamilton &

Scripps
McDougal Meloche Love & Eckis

IBM
Kaiser Foundation
Kaiser Permanente
La Jolla Country Club
Mira Costa College
Mobil Oil
Outdoor Media Group
San Diego Gas & Electric Co.
San Diego Medical Center
San Diego Pipeline Co.
Santa Monica Hospital
SECOR

San Diego City Schools
San Diego County Water Authority
San Diego Housing Commission
San Diego Unified Port District
U.S. Department of Justice
U.S. Forest Service
U.S. Navy
U.S. Postal Service

Pacific National Bank
Pacific Trust
Redlands Thrift
Security Business Bank of San
Diego
Standard Life of Portland
State Savings & Loan Association
Sunwest Bank
Svenska Handelsbanken
Transamerica
Tokai Bank of California
Union Bank
Wells Fargo Bank
Western Federal

Penasquitos Properties
Scudder, Stevens & Clark
Shapell Industries
Signal Landmark
Sunroad
Wilmark Development

Procopio Cory Hargreaves and
Savitch

Robert W. Stevens
Thatcher & Hurst
White and Robinson

Shadow Mountain Community
Church
Stanford University
Sycuan Band of Mission Indians
Taco Bell
Thrifty Oil
Trust for Public Land
Shell/Texaco, Inc.
ConocoPhillips (Unocal)
University of San Diego
USAir
US Trust Company of CA


