‘ ‘:LONG-RANGE PROPERTY MANAGEMENT PLAN CHECKLIST

Instructions: Please use this checklist as a guide to ensure you have completed all the reguired components
of your Long-Range Property Management Plan. Upon completion of your Long-Range Property Management
Plan, email a PDF version of this document and your plan to;

Redevelopment_Administration@dof.ca.gov

The subject line should state "[Agency Name] Long-Range Property Management Plan”. The Department of
Finance (Finance) will contact the requesting agency for any additional information that may be necessary
during our review of your Long-Range Property Management Plan. Questions related to the Long-Range
Property Management Plan process should be directed to (916) 445-1546 or by email to

Redevelopment Administration@dof.ca.qov.

Pursuant to Health and Safety Code 34191.5, within six months after receiving a Finding of Completion from
Finance, the Successor Agency is required to submit for approval to the Oversight Board and Finance a Long-
Range Property Management Plan that addresses the disposition and use of the real properties of the former
redevelopment agency.

GENERAL INFORMATION:

Agency Name: Imperial Beach Redevelopment Agency Successor Agency

Date Finding of Completion Received: April 12, 2013

Date Oversight Board Approved LRPMP: Original Plan approved on February 13, 2013. Amended
Plan approved on October 9, 2013

Long-Range Property Management Plan Requirements

For each property the plan includes the date of acquisition, value of property at time of acquisition, and an estimate
of the current value.

Yes [] No
For each property the plan includes the purpose for which the property was acquired.

B ves [] No

For each property the plan includes the parcel data, including address, lot size, and current zoning in the former
agency redevelopment plan or specific, community, or general plan.

Yes |:| No

For each property the plan includes an estimate of the current value of the parcet including, if available, any
appraisal information,

Yes [ No




For each property the plan includes an estimate of any lease, rental, or any other revenues generated by the
property, and a description of the contractual requirements for the disposition of those funds.

Yes [] No

For each property the plan includes the history of environmental contamination, including designation as a
brownfield site, any related environmental studies, and history of any remediation efforts.

Kl Yes [] No

For each property the plan includes a description of the property's potential for transit-oriented development and
the advancement of the planning objectives of the successor agency.

B Yes [] No

For each property the plan includes a brief history of previous development proposals and activity, including the
rental or lease of the property.

|E Yes |:] No

For each property the plan identifies the use or disposition of the property, which could include 1) the retention of
the property for governmental use, 2) the retention of the property for future development, 3) the sale of the
property, or 4) the use of the property to fulfill an enforceable obligation.

Yes [l No

The plan separately identifies and list properties dedicated to governmental use purposes and properties retained
for purposes of fulfilling an enforceable obligation.

E Yes D No

ADDITIONAL INFORMATION

if applicable, please provide any additional pertinent information that we should be aware of
during our review of your Long-Range Property Management Plan.

There are three (3) real properties (“Properties”) previously owned by the former Imperial Beach
Redevelopment Agency (“Redevelopment Agency”) that are included in the Amended Long-Range
Property Management Plan (‘Plan”) and that were identified in the Non-Housing Due Diligence Review
by California Health and Safety Code ("H&S Code”) Section 34179.5(c)(5)(C) of the Dissolution Act (i.e.
Procedure 7 of the Department of Finance's Guidelines for the DDR). These Properties are all currently
owned by the Imperial Beach Redevelopment Agency Successor Agency (“Successor Agency”) and are
located in the City of Imperial Beach, County of San Diego, State of California, and described as follows:
(1) 741-849 Palm Avenue; (2) 735 Palm Avenue; and (3) 800 Seacoast Drive. No real property assets
were identified in the Housing Due Difigence Review by H&S Code Section 34179.5(c)(5)(C) of the
Dissolution Act (i.e. Procedure 7 of the Department of Finance’s Guidelines for the DDR).

For each of the Properties, the Plan includes all of the information required by H&S Code Section

34191.5(c) of the Dissolution Act. All three Properties and their respective dispositions in accordance
with the Dissolution Act are discussed in detail in the Plan and summarized below:
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1. Properties Located at 741-849 Palm Avenue and 735 Palm Avenue (APN 626-250-03, 04, 05
and 06) — “Palm Avenue Properties”:

Pursuant to H&S Code Section 34191.5(c)(2) of the Dissolution Act, the two Palm Avenue Properties are
proposed to be sold by the Successor Agency to a private third party developer, Sudberry-Palm Avenue
LLC, a California limited liability company (“Sudberry”), pursuant to a proposed Purchase and Sale
Agreement ("Agreement’) that will be considered for approval by the Successor Agency and the
Oversight Board and submitted to the Department of Finance (“DOF") for review concurrently with the
Plan. The Palm Avenue Properties will be discussed jointly and together in the Plan as they relate to the
same proposed development project and will be sold to Sudberry pursuant to the same proposed
Agreement. The anticipated sale proceeds from the Successor Agency’s sale of the Palm Avenue
Properties (in addition to certain City of iImperial Beach (“City”) public rights-of-way fo be vacated by the
City) to Sudberry pursuant to the proposed Agreement in the amount of $213,000 will be remitted after
the Close of Escrow to the San Diego County Auditor-Controller's Office for distribution to the taxing
entities in accordance with H&S Code Section 34191.5(c)(2)(B) of the Dissolution Act.

The Palm Avenue Properties were the subject of an Exclusive Negotiation Agreement (“ENA”) entered
into by and between the Redevelopment Agency and Sudberry Properties, Inc. on September 23, 2009
(and subsequently amended on March 17, 2010, January 4, 2011 and June 1, 2011) and have been the
subject of on-going and continuous discussions and negotiations with Sudberry since execution of the
ENA. Having received a Finding of Completion from the DOF dated April 12, 2013, the Successor
Agency now intends, upon the DOF's approval of the Plan, to dispose of the Palm Avenue Properties by
selling them directly to Sudberry as the "Purchaser”, pursuant to H&S Code Section 34191.5(c)(2) under
the terms of the proposed Agreement, to be submitted to and reviewed by the DOF concurrently with the
Plan.

The proposed Agreement pertains to the development of the Palm Avenue Properties and additional
land (certain City public rights-of-way) to be vacated by the City, comprising of approximately 4.75 acres
located generally on the south side of Paim Avenue (State Route 75), between 7" Street and 9" Street,
in the City of Imperial Beach, California, (collectively defined in the proposed Agreement as the "Site”).
The proposed Agreement involves the sale of the Site from the Successor Agency directly to Sudberry
as the Purchaser and Sudberry's associated development of (i) a “Town Center” of new construction
combining retail with commercial space in a pedestrian-friendly environment, consisting of approximately
46,200 square feet of building area in seven (7) buildings (designated in the proposed Agreement as
Parcels “A” through "G”), surface parking consisting of approximately 238 parking stalls, landscaping,
hardscaping, lighting, driveways, and related improvements (collectively defined in the proposed
Agreement as the “Private Improvements”), and (i) certain off-site public improvements, including without
limitation intersection improvements at Delaware Avenue, Palm Avenue and State Route 75, and all
associated improvements, curb, gutter, landscaping, traffic signal, alley and undergrounding
improvements required for the “Town Center’ Project, and any other Cal-Trans requirements (collectively
defined in the proposed Agreement as the “Public Improvements”), (the Private Improvements and the
Public Improvements are collectively defined in the proposed Agreement as the "Project”). The proposed
Agreement further contemplates the City's ownership of the Public Improvements to be constructed on
and off the Site pursuant to the Agreement.

On October 9, 2013, concurrently with consideration of adopting a Resolution approving the Plan, the
Oversight Board to the Successor Agency will consider adopting a Resolution approving, among other
actions, (i) the terms of the proposed Agreement between the Successor Agency and Sudberry as the
Purchaser, (i) the sale and conveyance of the Palm Avenue Properties to Sudberry as the Purchaser
pursuant to the terms of the proposed Agreement for development of the Project; (iii) the City's
ownership of the Public Improvements that will be constructed as part of the Project; and (iv) the
Successor Agency's distribution of the anticipated sale proceeds in the amount of $213,000, from the
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Successor Agency’s sale of the Palm Avenue Properties (in addition to certain City pubtic rights-of-way
to be vacated by the City) to Sudberry pursuant to the proposed Agreement, to the San Diego County
Auditor-Controller’s Office for distribution to the taxing entities in accordance with H&S Code Section
34191.5(c)(2)(B) of the Dissolution Act.

2. Property Located at 800 Seacoast Drive (APN 625-262-02) - “Seacoast Inn Property”:

Pursuant to H&S Code Section 34191.5(c)(2) of the Dissolution Act, the Seacoast Inn Property is being
used to fulfill an enforceable obligation (including completion of the current development of a full-service
beachfront hotel and appurtenant parking facilities (the “Hotel Project)) pursuant to a development
agreement and a ground lease between the Redevelopment Agency and a third party developerfiessee,
Seacoast Inn, L.P., a California limited partnership (“Seacoast inn”).

Specifically, the Seacoast Inn Property is the subject of that certain Disposition and Development
Agreement ("DDA") dated December 16, 2010, and entered into by and between the Redevelopment
Agency and Imperial Coast, L.P., a California limited partnership. The DDA was subsequently assigned
to its successor and related entity Seacoast Inn. The DDA provides for (i) the Redevelopment Agency's
acquisition of fee title of the Seacoast Inn Property and the Redevelopment Agency’s subsequent ground
lease of the Seacoast Inn Property to Seacoast Inn for its development of the Hotel Project, (i) the
payment by the Redevelopment Agency to Seacoast Inn for the cost of certain off-site Public
Improvements and Plans, and (i) the grant of an option to Seacoast Inn or its assighee to purchase fee
title of the Seacoast inn Property from the Redevelopment Agency (now the Successor Agency) for one
dollar ($1.00) upon the complete satisfaction of certain performance standards by Seacoast Inn or its
assignee, in accordance with the terms of the DDA. Pursuant to the DDA, the Seacoast Inn Property has
been ground leased to Seacoast Inn for one dollar ($1.00) per year pursuant to the terms of a fifty-five
(55) year term Ground Lease (“Ground Lease”) dated March 15, 2011, and entered into by and between
the Redevelopment Agency and Seacoast Inn. The DDA and the Ground Lease each constitute an
enforceable obligation of the Redevelopment Agency and now the Successor Agency pursuant to the
Dissolution Act. As of this date, the Hotel Project provided for under the DDA is nearing completion of
construction. In accordance with both the DDA and the Ground Lease, Seacoast Inn has the option to
purchase fee titie of the Seacoast Inn Property from the Successor Agency for one dollar {$1.00) after
certain conditions precedent are fully and completely met. Seacoast Inn’s right to exercise the option to
purchase fee title of the Seacoast inn Property is conditioned upon the following events:

=  Commencing upon completion of the Hote! Project until on or before Operating Year 10,
the City's receipt of transient occupancy taxes (“TOT") from the operation of the Hotel, in
the amount of at least $3,202,000; and

= Commencing upon completion of the Hotel Project and after Operating Year 10, the City’s
receipt of TOT from the operation of the Hotel, in the amount of at least $2,351,000.

it should be noted that the receipt of TOT was not intended to benefit then and would not benefit now
either the former Redevelopment Agency or the Successor Agency. Other than the total amount of lease
revenue under the Ground Lease (a total maximum of $55.00 for the 55-year term) and the total amount
of sale proceeds received upon Seacoast Inn’s exercising its option to purchase fee title of the Seacoast
Inn Property (a total of $1.00), there is no direct financial benefit to the Successor Agency expected
through the Successor Agency's ownership and disposition of the Seacoast Inn Property to Seacoast Inn
or its successor.

Ancy Contac|m S ——_—_—
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Name:

Title: Deputy Director Title:
Phane: 619-628-1354 Phane:
Email: gwade@imperialbeachca.gov  Email:
Date: Date:

Deaetof ina c vmentt

DETERMINATION ON LRPMP: [_] APPROVED [ | DENIED

APPROVED/DENIED BY: DATE:

APROVAL OR DENIAL LETTER PROVIDED: |:| YES DATE AGENCY NOTIFIED:

Form DF-LRPMP (11/15/12)

IMPERIAL BEACH REDEVELOPMENT AGENCY SUCCESSOR AGENCY
LONG RANGE PROPERTY MANAGEMENT PLAN
AS REQUIRED BY CALIFORNIA HEALTH & SAFETY CODE SECTIONS 34191.5(b) and (c})

Palm Avenue Propetrties
741-849 Palm Avenue and 735 Palm Avenue (APN 626-250-03, 04, 05 and 08)

Purpose: To address the disposition and use of real properties of the former redevelopment agency
Due: No later than six (6) months following the issuance to the successor agency of the Finding of
Completion

Contents:  The Long Range Property Management Plan shall include an inventory of all properties in the
trust. The inventory shall consist of all of the following information:

1) The date of the acquisition of the property and the value of the property at that time and an
estimate of the current value of the property

2) The purpose for which the property was acquired

3) Parcel data, including address, lot size, and current zoning in the former agency
redevelopment plan or specific, community, or general plan

4) An estimate of the current value of the parcel including, if available, any appraisal information

5) An estimate of any lease, rental, or any other revenues generated by the property, and a
description of the contractual requirements for the disposition of those funds

8) The history of environmental contamination, including designation as a brownfield site, any
related environmental studies, and history of any remediation efforts

7) A description of the property’s potential for transit-oriented development and the
advancement of the planning objectives of the successor agency
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8) A brief history of previous development proposals and activity, including the rental or lease of
the property

The Long-Range Property Management Plan shall address the use or disposition of all of the
properties in the trust. Permissible uses inciude the retention of the property for governmental
use pursuant to subdivision (a) of Section 34181, the retention of the property for future
development, the sale of the property, or the use of the property to fulfill an enforceable
obligation. The plan shall separately identify and list properties in the trust dedicated to
governmental use purposes and properties retained for purposes of fulfiling an enforceable
obligation. With respect to the use or disposition of all other properties, all of the following shall

apply:

A. If the plan directs the use or liquidation of the property for a project identified in an
approved redevelopment plan, the property shall transfer to the city, county, or city
and county

B. If the plan directs the liquidation of the property or the use of revenues generated

from the property, such as lease or parking revenues, for any purpose other than
to fulfill an enforceable obligation or other than that specified in subparagraph A
(above), the proceeds from the sale shall be distributed as property tax to the
taxing entities

C. Property shall not be transferred to a successor agency, city, county, or city and
county, unless the long-range property management plan has been approved by
the oversight board and the Department of Finance

Property: Paim Avenue Properties: 741-849 Palm Avenue and 7385 Palm Avenue (APN
626-250-03, 04, 05 and 06)
Dates of Acquisition: February 11, 2009 (741-849 Palm Avenue)
February 13, 2009 (735 Palm Avenue)
Value at Acquisition: $9,679,454 (741-849 Palm Avenue)

$1,608,827 (735 Palm Avenue)

Estimate of Current Value: $213,000 (see attached appraisal dated September 10, 2013, and description

below)

Purpose of Acquisition:  To facilitate/effectuate the development and economic development of the Palm

Parcel Data:

Avenue Properties and surrounding area

Property Address: 735-849 Palm Avenue, Imperial Beach, CA 91932

Assessor Parcel No.626-250-03, 04, 05, 06

Lot Size: 207,000 square feet (4.75 acres, inclusive of public rights-of-way)

170,320 square feet (3.91 acres, exclusive of public rights-of-way)

Current Zoning: C-1 General Commercial Zone (C/MU-1 per recent Zoning Code Amendment) per

the City's Zoning Code, General Plan/Local Coastal Program and Sections 210
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Estimate of Current Value:
Appraisal Date:

Estimated Revenues:

and 230 of the Redevelopment Plan for the Palm Avenue/Commercial
Redevelopment Project

$213,000 (see attached appraisal)
September 10, 2013

Pursuant to the proposed Purchase and Sale Agreement (“Agreement”) with
Sudberry-Palm Avenue LLC, a California limited liability company ("Sudberry), to
be considered by the Successor Agency and the Oversight Board and reviewed by
the DOF concurrently with this Plan, the Palm Avenue Properties (in addition to
certain City public rights-of-way to be vacated by the City) (collectively, the “Site”),
will be soid from the Successor Agency directly to Sudberry as the Purchaser for
development of the “Project’, as defined in the proposed Agreement. In
accordance with the appraised value of the Site as set forth in the appraisal dated
September 10, 2013 and pursuant to Section 201 of the proposed Agreement, the
“Purchase Price" (the monetary consideration payable to the Successor Agency by
Sudberry as the Purchaser) for the Site includes the following two components: (a)
the payment of the sum of $213,000, in cash, at the Close of Escrow; and (b)
payment of the Participation Component in accordance with the proposed
Payment Agreement (attached to the proposed Agreement), equal to one and one-
half percent (1.5%) of the gross sales price from the first arm’s-length sale of each
Parcel or Parcels of the Site (or any portion thereof) by Purchaser in any number
of transactions which is completed within the first Fifty-Five (55) years from the
Effective Date of this Agreement, if any.

The anticipated sale proceeds from the Successor Agency’s sale of the Palm
Avenue Properties (in addition to certain City public rights-of-way to be vacated by
the City) to Sudberry pursuant to the proposed Agreement in the amount of
$213,000 will be remitted after the Close of Escrow to the San Diego County
Auditor-Controller's Office for distribution to the taxing entities in accordance with
H&S Code Section 34191.5(¢c)(2)(B) of the Dissolution Act. In addition, any funds
received by the Successor Agency pursuant to the Participant Component of the
Purchase Price (described above), pursuant to a qualifying sale in accordance with
the proposed Payment Agreement, will likewise be remitted to the San Diego
County Auditor-Controller's Office for distribution to the taxing entities in
accordance with H&S Code Section 34191.5(c)(2)(B) of the Dissolution Act.

Environmental Contamination History:

Studies Conducted:

Remediation:

Brownfield Status:

October 22, 1991 & March 16, 2009 — Asbestos Surveys (735 Palm Avenue)
September 10, 2007 — Asbestos and Lead Survey

April 3, 2009 —~ Phase | and Phase i Site & Subsurface Site Assessments
March 10, 2011 — Hazardous Building Materials Survey (741-849 Palm Avenue)

June 2009 — Asbestos abated prior to demoilition (735 Paim Avenue)
October 21, 2010 — Underground Storage Tank removed
December 1, 2011 — Asbestos abated prior to demolition (741-849 Palm Avenue)

N/A

Transit-Oriented Development Potential: The Palm Avenue Properties are located along a Mixed Use Transit
Corridor as designated by the San Diego Regional Association of Governments (“SANDAG”) in SANDAG's
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Smart Growth Concept Map. The Palm Avenue/State Route 75 corridor is the major transit corridor within the
City providing access to many transit modes including buses, bicycles and automobiles. This corridor has
several bus stops along the Palm Avenue/State Route 75 transit corridor including one bus stop within 100 feet
and two within 300 feet of the Palm Avenue Properties. Although there is no residential component to the
proposed development “Town Center” Project pursuant to the proposed Agreement, there is significant
residential development directly south of the Palm Avenue Properties, making the overall development proposal
for the “Town Center’ Project and its surrounding area a transit-oriented development.

Planning Objectives of the Successor Agency: The planning objectives for the Paim Avenue Properties are
contained in the City's Zoning Code, General Plan/Local Coastal Pian and the Redevelopment Pian for the Palm
Avenue/Commercial Redevelopment Project, including Amendment No. 1 to this Redevelopment Plan. The
Zoning, General Plan and Redevelopment Plan designation for this area is C-1 General Commercial. The
General Commercial land use designation provides for land to meet the local demand for commercial goods and
services, as opposed to the goods and services required primarily by the tourist population. It is intended that
the dominant type of commercial activity in this designation will be community and neighborhood serving retall
and office uses such as markets, specialty stores, professional offices, personal services, department stores,
restaurants, liquor stores, hardware stores, etc. The proposed use of the Palm Avenue Properties conforms in
every respect with the General Commercial land use designation. The Successor Agency, therefore, is seeking
to have developed the Palm Avenue Properties in compliance with the planning objectives of these applicable
land use plans. Additionally, both the Economic Development Plan and the Five-Year Implementation Plan
adopted by the Redevelopment Agency and now administered by the Successor Agency contain specific goals
to facilitate development of the Palm Avenue Properties, including the development of such large commercial
properties along Palm Avenue to stimulate further improvements and economic development in the area.

Development Proposal History of Palm Avenue Properties:

« December 2004 — The 1% of 3 Requests for Proposals (‘RFP") was issued for development of the Palm
Avenue Properties. The City Council of the City authorized the Redevelopment Agency to issue a
“Statement of Interest andfor Development Proposals” to property owners, tenants, and businesses
located on the south side of Palm Avenue, between 7" Street and ¢ Street.

o October 2005 — Lennar and D.R. Horton presented development proposals to the Redevelopment
Agency for consideration. D.R. Horton was selected by the Redevelopment Agency as the preferred
developer.

e December 2005 — D.R, Horton presented its development proposal to the City, Redevelopment Agency,
and the community.

e January 12, 2006 — The Redevelopment Agency authorized staff to negotiate an Exclusive Negotiation
Agreement (‘ENA") with D.R. Horton.

e March 22, 2006 — The Redevelopment Agency entered into an ENA with D.R. Horton for a Mixed-Use
development consisting of approximately 70,000 square feet of retail and 203 market-rate condominiums
on the Palm Avenue Properties.

e November 16, 2006 — Due to the economic downturn/recession, D.R. Horton withdrew from ali new
development proposals nation-wide and, therefore, allowed the term of the ENA to expire.

e April 18, 2007 — The o of 3 RFPs was issued for development of the Palm Avenue Properties. The

Redevelopment Agency authorized staff to issue a "Request for Qualifications/Proposals for Real Estate
Development in Imperial Beach” for the Paim Avenue Properties.
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July 2007 - The Redevelopment Agency received two responses to its “Request for
Qualifications/Proposals for Real Estate Development in Imperiai Beach” — “The Imperial Beach
Gateway” by Sterling Development Corporation and Dan Maicolm of Lee & Associates and “The Shops
at Palm Avenue” by Arnel Hopkins.

February 2007 — The Redevelopment Agency authorized staff to negotiate and enter into an ENA with
Arnel Hopkins.

March 2008 — Arnel Hopkins withdrew from the project.

April 2008 — The Redevelopment Agency directed staff to negotiate an ENA with the Imperial Beach
Gateway team but, after several months of discussions, staff was unable reach an agreement with the
developer.

December 2008 — The Redevelopment Agency authorized staff to negotiate Purchase and Sale
Agreements for the Redevelopment Agency's acquisition of the North Island Credit Union and Miracle
Shopping Center properties which comprised the Palm Avenue Properties and most of the Project Site.

February 4, 2009 — The Redevelopment Agency entered into an agreement with Epic Land Solutions,
Inc. for relocation services fo relocate existing tenants at the Miracle Shopping Center.

February 11, 2009 — The Redevelopment Agency completed the purchase of the Miracle Shopping
Center property.

February 13, 2009 — The Redevelopment Agency completed the purchase of the North Island Credit
Union property.

February 18, 2009 — The 3" and last RFP was issued for development of the Palm Avenue Properties.
The Redevelopment Agency authorized staff to issue another Request for Qualifications/Proposals for
development of the Palm Avenue Properties.

June 17, 2009 — The Redevelopment Agency approved the relocation plan for relocation of existing
tenants from the Palm Avenue Properties.

June 2009 ~ Epic Land Solutions and staff initiated relocation of the existing tenants from the Palm
Avenue Properties.

July 15, 2009 — The Redevelopment Agency authorized staff to negotiate an ENA with Sudberry
Development Inc. for development of the proposed Project on the Palm Avenue Properties.

September 23, 2009 ~ The Redevelopment Agency entered into an ENA with Sudberry.

March 17, 2010, January 4, 2011, and June 1, 2011 — The ENA with Sudberry was amended by the
parties.

October 2011 — Demolition of the Miracle Shopping Center on the Palm Avenue Properties was initiated.
December 14, 2011 — The City entered into a Disposition and Development Agreement (“DDA") with

Sudberry-Palm Avenue LLC {("Sudberry”) for development of the Palm Avenue Properties with the tax
generating retail/commercial “Town Center” Project.
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o May 2012 ~ Notice of Completion was recorded for demolition of the Miracle Shopping Center on the
Palm Avenue Properties.

e January 17, 2013 — Quitclaim Deed was recorded transferring fee title of the Palm Avenue Properties
from the City to the Successor Agency.

Use or Disposition of the Property: Pursuant to H&S Code Section 34191.5(c)(2) of the Dissolution Act, the
two Palm Avenue Properties are proposed to be sold by the Successor Agency directly to a private third party
developer, Sudberry-Palm Avenue LLC, a California limited liability company ("Sudberry”}, pursuant to a
proposed Purchase and Sale Agreement ("Agreement”) that will be considered for approval by the Successor
Agency and the Oversight Board and submitted to the DOF for review concurrently with this Plan. The
anticipated sale proceeds from the Successor Agency's sale of the Palm Avenue Properties (in addition to
certain City public rights-of-way to be vacated by the City) to Sudberry pursuant to the proposed Agreement in
the amount of $213,000 will be remitted after the Close of Escrow to the San Diego County Auditor-Controller's
Office for distribution to the taxing entities in accordance with H&S Code Section 34191.5(c}(2)(B) of the
Dissolution Act. The Palm Avenue Properties will be developed by Sudberry with a tax generating
retail/commercial “Town Center” Project as described in the proposed Agreement.

In addition to the Successor Agency remitting the sale proceeds in the amount of $213,000 to the San Diego
County Auditor-Controller's Office after the Close of Escrow for distribution to the taxing entities in accordance
with H&S Code Section 34191.5(c)(2)(B) of the Dissolution Act, any funds received by the Successor Agency
pursuant to the Participant Component of the “Purchase Price” (as described above under “Estimated
Revenues”), pursuant to a qualifying sale in accordance with the proposed Payment Agreement (attached to the
proposed Agreement), will likewise be remitted to the San Diego County Auditor-Controller's Office for
distribution to the taxing entities in accordance with H&S Code Section 34191.5(c)(2)(B) of the Dissolution Act.

The Palm Avenue Properties are located within the geographical area of the Palm Avenue/Commercial
Redevelopment Project (“Project Area”). The sale, disposition, development, and use of the Palm Avenue
Properties pursuant to the proposed Agreement complies with and furthers the goals and objectives of the
Redevelopment Plan for the Project Area approved and adopted by the City Council of the City on February 8,
1996 by Ordinance No. 96-901, as subseqguently amended (“Redevelopment Plan’) and also furthers municipal
and other public purposes.

APPRAISED VALUE OF PALM AVENUE PROPERTIES:

An appraisal of the Palm Avenue Properties was conducted on behalf of the Successor Agency. A copy of the
appraisal dated September 10, 2013 is attached to this Plan. The results of the appraisal, dated September 10,
2013, took into consideration the approved entittements for the Palm Avenue Properties, the physical constraints
of the Palm Avenue Properties, and the conditions upon which the Palm Avenue Properties could be developed
in accordance with local and State laws, policies and procedures. Given this information, the Palm Avenue
Properties were appraised collectively at a value of $213,000. Specifically, due to the significant required on-
and off- site improvement costs necessary to prepare the Palm Avenue Properties for development, together
with the costs necessary to provide adequate access to the Palm Avenue Properties, the value of the Palm
Avenue Properties “as is” is greatly reduced. It is clear from the appraisal that the Successor Agency disposing
of the Palm Avenue Properties to Sudberry as the Purchaser under the proposed Agreement for $213,000
would benefit not only the Successor Agency but also the State and other affected taxing entities as further
detailed below, and is the best viable option for long-term economic benefits to all taxing entities.

Further, as indicated in the appraisal, San Diego County’s retail market is still experiencing the impact of the
market recession. Although a few projects are moving forward, and retail and office rents remain soft.
Additionally, as indicated in the appraisal, experts have agreed that San Diego County’s office market will likely
continue at a slow pace over the next few years as recovery from the recession occurs. Therefore, it is a
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tremendous benefit to the State and other affected taxing entities for the Successor Agency to sell the Palm
Avenue Properties, which are currently vacant with no tax generation, to Sudbeiry, a ready and willing
developer, for their immediate development into the economically productive “Town Center’ Project as
described in the proposed Agreement.

FISCAL IMPACTS/ECONOMIC BENEFITS:

In order to assess the economic benefits to be derived by the State and other taxing entities as a result of the
proposed “Town Center” Project to be developed on the Palm Avenue Properties by Sudberry as described in
the proposed Agreement, KMA carried out a detailed analysis of the “Town Center” Project. The analysis
resulted in the following tax generation projections:

Sudberry Develops “Town Center” Project Per Agreement

City of K-14
C?a\ti?;:rgifa COUB?; ch) San Imperial | TransNet School Total
g Beach Districts
Annual Sales Tax $700,000 - | $112,000 $56,000 - $868,000
Annual Property Tax - $32,000 $26,000 - $63,000 $121,000
Total Annual Sales &
Property Tax $700,000 $32,000 $138,000 $56,000 $63,000 $989,000

it should be noted that the above table includes only the largest affected taxing entities and does not include
those receiving less than 0.50% of the 1.0% property tax. According to the KMA analysis, if the “Town Center”
Project is developed on the Palm Avenue Properties by Sudberry as the Purchaser under the terms of the
proposed Agreement, the “Town Center’ Project would have an overall assessed value of approximately
$12,290,000 and would generate estimated annual taxable sales of approximately $11,196,000. This, in turn,
would generate annual property tax of approximately $121,000, with more than 50% ($63,000) going to the
South Bay Union, Sweetwater Union and Southwestern Community College Districts and would generate
approximately $868,000 of annual sales tax, with over 80% ($700,000) going to the State.

Beyond the direct economic benefits of the Project, KMA also analyzed the potential impacts to employment if
the “Town Center’ Project is constructed on the Palm Avenue Properties under the terms of the proposed
Agreement. Based upon this analysis, it is estimated that the development of the "Town Center” Project on the
Palm Avenue Properties would create both short-term construction and long-term permanent employment
opportunities as follows:

Page 11 of 18



Sudberry Develops “Town Center” Project
Per Agreement

Total Impact of
Construction Including
Direct, Indirect and
Induced Impacts

Direct Impacts
of Construction

Economic Impacts of Construction:

Economic Output $12.5 million $17.0 million
Payroll $3.9 million $5.3 million
Employment (during one year construction period} 68 workers 98 workers

Permanent Empioyment:

Project Description
Employment @
Total Permanent Jobs (FTEs)

46,200 square feet of development
3.00 jobs/1,000 square feet
138 jobs

A more detailed description and analysis of these employment impacts are attached to this Plan. Generally
speaking, the analysis provided by KMA determined that, assuming a one-year construction period, the
development of the “Town Center” Project on the Paim Avenue Properties under the terms of the proposed
Agreement would generate approximately 68 construction jobs with another 30 construction-related positions for
a total of 98 short-term jobs during construction. The analysis further determined that development of the "Town
Center’ Project on the Palm Avenue Properties under the terms of the proposed Agreement, consisting of
approximately 46,200 square feet of commercial/retail development, would yieid approximately 138 full-time
jobs. It is also important to note that these employment impacts would create additional economic benefits to
both the State and Federal governments in the form of income and other taxes. Additional analysis by KMA
estimates the resulting State Income Tax generation during construction of the “Town Center” Project as follows:

Estimate of State Income Tax From Construction Employment -

Coniltrreuc:tion Coll:silrrjgttion Total
Average Annual Construction Employment (person years) 56 12 68
Average Pay $52,000 $83,000
Total Income Tax Rate $2,910,000 $968,000 $3,878,000
California Income Tax Rate 9.3% 9.3% 9.3%
Number of Years o Construct 1.0 Year 1.0 Year 1.0 Year
Total State Income Tax During Construction Period $271,000 $90,000 $361,000
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Additionally, beyond these economic benefits, at today's rates, the “Town Center” Project would also generate
school fees in the estimated amount of $22,236 to the Sweetwater Union High School District and in the
estimated amount of $6,930 to the South Bay Union School District.

Based upon this analysis, the State would receive the greatest benefit both during construction (approx.
$361,000 in State Income Tax) and during operation of the “Town Center" Project (approx. $700,000 in annual
retait Sales Tax). The State would also benefit from State Income Tax generated from the estimated 139 full-
time workers employed at the new shopping center. These figures, however, have not been calculated.
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Purpose:

Due:

Contents:

Seacoast inn Property
800 Seacoast Drive (APN 625-262-02)

To address the disposition and use of real properties of the former redevelopment agency

No later than six (6} months following the issuance to the successor agency of the Finding of
Completion

The Long Range Property Management Plan shall include an inventory of all properties in the
trust. The inventory shall consist of all of the following information:

1) The date of the acquisition of the property and the value of the property at that time and an
estimate of the current value of the property

2) The purpose for which the property was acquired

3) Parcel data, including address, lot size, and current zoning in the former agency
redevelopment plan or specific, community, or general pian

4) An estimate of the current value of the parcel including, if available, any appraisal information

5) An estimate of any lease, rental, or any other revenues generated by the property, and a
description of the contractual requirements for the disposition of those funds

8) The history of environmental contamination, including designation as a brownfield site, any
related environmental studies, and history of any remediation efforts

7) A description of the property's potential for transit-oriented development and the
advancement of the planning objectives of the successor agency

8) A brief history of previous development proposals and activity, including the rental or lease of
the property

The Long-Range Property Management Pian shall address the use or disposition of all of the
properties in the trust. Permissible uses include the retention of the property for governmental
use pursuant to subdivision (a) of Section 34181, the retention of the property for future
development, the sale of the property, or the use of the property to fulfili an enforceable
obligation. The plan shall separately identify and list properties in the trust dedicated to
governmental use purposes and properties retained for purposes of fulfilling an enforceable
obligation. With respect to the use or disposition of all other properties, all of the following shall

apply:

A If the plan directs the use or liquidation of the property for a project identified in an
approved redevelopment plan, the property shall transfer to the city, county, or city
and county

B. If the plan directs the fiquidation of the property or the use of revenues generated

from the property, such as lease or parking revenues, for any purpose other than
to fulfill an enforceable obligation or other than that specified in subparagraph A
(above), the proceeds from the sale shall be distributed as property tax to the
taxing entities
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Property:
Date of Acquisition:
Value at Acquisition:

Estimate of Current Value:

Purpose of Acquisition:
Parcel Data:
Property Address:
Assessor Parcel No.
| Lot Size:

Current Zoning:

Estimate of Current Value:

Appraisal Date:

Estimated Revenues:

Property shall not be transferred to a successor agency, city, county, or city and
county, unless the long-range property management plan has been approved by
the oversight board and the Department of Finance

Seacoast Inn Property (Pier South Hotel): 800 Seacoast Drive (APN 625-262-02)
March 9, 2011; Transferred to Successor Agency on December 28, 2012
$5,760,000

$5,760,000 (this value is solely an estimate based on the appraisal dated October
15, 2010. Since the appraisal is over two years old, the value of the Seacoast Inn
Property may likely have fluctuated).

To facilitate/effectuate redevelopment of a dilapidated 38-room hotel/motel into a
four-story, 78-room, full-service hotel and restaurant

800 Seacoast Drive, Imperial Beach, CA 91932
625-262-02
49 400 square feet (1.134 acres)

C-2 Seacoast Commercial Zone (C/MU-2 per recent Zoning Amendment) per the
City’s Zoning Code, General Plan/Local Coastal Program and Sections 210 and
230 of the Redevelopment Plan for the Palm Avenue/Commercial Redevelopment
Project (Amendment No. 1). The Seacoast Inn Property is also subject to a
Specific Plan & General Plan Amendment approved by the City Council on
December 5, 2007 which specifies the development of the site as a full-service,
four-story hotel with restaurant and conference facilities (Ordinance No. 2007-
1060).

$5,760,000 (this value is solely an estimate based on the appraisal dated October
15, 2010. Since the appraisal is over two years old, the value of the Seacoast Inn
Property may likely have fluctuated).

October 15, 2010

Per Disposition and Development Agreement dated December 16, 2010 -
maximum of $55.00 of lease revenue for 55-year term ($1.00 per year) to
Successor Agency over 55-years, and maximum of $1.00 for sale of Seacoast Inn
Property to Seacoast Inn or successor if the Option to purchase fee title of the
Seacoast Inn Property is timely and properly exercised.

Environmental Contamination History:

Studies Conducted:
Remediation:

Brownfield Status:

Geotechnical, Soils Report and Site Assessment
No contaminants identified, no remediation required

N/A
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Transit-Oriented Development Potential: The Seacoast Inn Property is currently under construction and
nearing completion. The Seacoast Inn Property is located on Seacoast Drive, the first main-street and prime
transit corridor running parallel to the coast of the Pacific Ocean. The Seacoast Inn Property and the adjacent
properties are zoned as Seacoast Commercial and Mixed-Use (C/MU-2) under the City’s General Plan and
Zoning Ordinance. Additionally, the San Diego Regional Association of Governments (“SANDAG”) has
designated the entire segment of Seacoast Drive within the C/MU-2 Zone as a "Mixed-Use Transit Corridor” on
SANDAG’s Smart Growth Concept Map. Bus stops are located throughout this corridor including one directly
across the street and less than 70 feet from the newly-developed Hotel on the Seacoast Inn Property. As such,
the Seacoast [nn Property easily meet the objectives of a transit-oriented development.

Planning Objectives of the Successor Agency: The planning objectives for the Seacoast Inn Property are
contained in the City's Zoning Code, General Plan/Local Coastal Plan and the Redevelopment Plan for the Palm
Avenue/Commercial Redevelopment Project (Amendment No. 1). The Zoning, General Plan and
Redevelopment Plan designation for this area is "C-2 Seacoast Commercial” which is intended to provide for
land to meet the demand for goods and services required primarily by the tourist population, as well as local
residents who use the beach area. It is intended that the dominant type of commercial activity in this area will
be visitor serving retail such as specialty stores, surf shops, restaurants, hotels and motels. The use of the
Seacoast Inn Property conforms in every respect with the C-2 Seacoast Commercial land use designation.
Additionally, both the Economic Development Plan and the Five-Year Implementation Plans adopted by the
Redevelopment Agency and now administered by the Successor Agency contain specific goals to increase
visitor serving uses and promote recreation, hotel and resort oriented uses within the Seacoast Drive corridor.

Development Proposal History of Seacoast Inn Property:

» November 21, 2007 — The City Council approved the Development Agreement, Coastal Development
Permit, Specific Plan and certified the Environmental Impact Report (“EIR”) for the Hotel Project.

e December 5, 2007 — The City Council of the City conducted the Second Reading of the Ordinances
approving the Development Agreement and Specific Plan.

e April 10, 2008 — Approval by the Coastal Commission (on appeal) of Coastal Development Permit A-6-
IMB-07-131.

o December 11, 2008 — Approval by the Coastal Commission of revised findings for Coastal Development
Permit A-6-IMB-07-131.

o September-October 2010 — Demolition of existing structures.

e December 1, 2010 - The Redevelopment Agency approved the Disposition and Development
Agreement (“DDA") between the Redevelopment Agency and Imperial Coast, L.P. and Addendum to the
EIR. The DDA was subsequently assigned by Imperial Coast, L.P. to its successor and related entity
Seacoast Inn.

e December 16, 2010 — The Redevelopment Agency and Imperial Coast, L.P. executed the DDA.
e March 9, 2011 — The Seacoast Inn Property was acquired pursuant to the terms of the DDA.

¢ March 10, 2011 — The Ground Lease between the Redevelopment Agency and Seacoast inn was
executed pursuant to the terms of the DDA. Other closing documents required by the terms of the DDA
were executed by the Redevelopment Agency and Seacoast Inn.

¢« March 28, 2011 — Construction of the Hotel Project commenced by Seacoast Inn.
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Use or Disposition of the Property: Pursuant to H&S Code Section 34191.5(¢c)(2) of the Dissolution Act, the
Seacoast Inn Property is being used to fulfill an enforceable obligation (including completion of the current
development of a full-service beachfront hotel and appurtenant parking facilities (the “Hotel Project")) pursuant
to a development agreement and a ground lease between the Redevelopment Agency and a third party
developer/lessee, Seacoast Inn, L.P., a California limited partnership (“Seacoast Inn™).

Specifically, the Seacoast Inn Property is the subject of that certain Disposition and Development Agreement
(‘DDA") dated December 16, 2010, and entered into by and between the Redevelopment Agency and Imperial
Coast, L.P., a California limited partnership. The DDA was subsequently assigned to its successor and related
entity Seacoast Inn. The DDA provides for (i) the Redevelopment Agency's acquisition of fee title of the
Seacoast Inn Property and the Redevelopment Agency’s subseguent ground lease of the Seacoast Inn Property
to Seacoast Inn for its development of the Hotel Project, (ii) the payment by the Redevelopment Agency to
Seacoast Inn for the cost of certain off-site Public Improvements and Plans, and (iii) the grant of an option to
Seacoast Inn or its assignee to purchase fee fitle of the Seacoast Inn Property from the Redevelopment Agency
(now the Successor Agency) for one dollar ($1.00) upon the complete satisfaction of certain performance
standards by Seacoast Inn or its assignee, in accordance with the terms of the DDA. Pursuant to the DDA, the
Seacoast Inn Property has been ground leased to Seacoast Inn for one dollar ($1.00) per year pursuant fo the
terms of a fifty-five (565) year term Ground Lease (“Ground Lease") dated March 15, 2011, and entered into by
and between the Redevelopment Agency and Seacoast Inn.

The DDA and the Ground Lease, and all documents required by the DDA and the Ground Lease, constitute an
enforceable obligation of the Redevelopment Agency (now the Successor Agency) pursuant to H&S Code
Sections 34167(d) and 34171(d)(1) of the Dissolution Act. As of this date, the Hotel Project provided for under
the DDA is nearing completion of construction. In accordance with both the DDA and the Ground Lease,
Seacoast Inn has the option to purchase fee title of the Seacoast Inn Property from the Successor Agency for
one dollar ($1.00) after certain conditions precedent are fully and completely met.

In light of the above, the Seacoast Inn Property must be retained by the Successor Agency to fulfill an
enforceable obligation pursuant to H&S Code Sections 34167(d) and 34171(d){(1) of the Dissolution Act.
Specifically, the Successor Agency's retention of fee title of the Seacoast Inn Property is required pursuant to
the terms of the DDA and the Ground Lease. At any time commencing upon completion of the Hotel Project and
ending upon expiration of the term of the Ground Lease, Seacoast Inn may purchase fee title of the Seacoast
Inn Property for one doflar ($1.00) upon meeting certain conditions precedent.

The use of the Seacoast Inn Property for the purposes provided in the DDA and the Ground Lease constitute
enforceable obligations as the Seacoast Inn Property is contractually obligated to Seacoast Inn, a private third
party, through the underlying DDA that was executed on December 16, 2010. The Successor Agency intends,
therefore, to honor the obligations and requirements of the DDA and all related documents executed by the
Redevelopment Agency and continue to lease the Seacoast Inn Property to Seacoast Inn pursuant to the
Ground Lease, provided for under the terms of the DDA, for one dollar ($1.00) per year. Further, pursuant to the
DDA, Ground Lease and related documents executed by the Redevelopment Agency, upon completion of the
Hotel Project and ending upon expiration of the term of the Ground Lease, Seacoast Inn may purchase fee ftitle
of the Seacoast inn Property from the Successor Agency for one dollar ($1.00) upon meeting certain conditions
precedent. If and when Seacoast [nn exercises this Option to purchase fee title of the Seacoast inn Property
and upon complete satisfaction of the conditions precedent, the Successor Agency similarly intends to honor the
obligations and requirements of the DDA, Ground Lease and related documents executed by the
Redevelopment Agency and sell the Seacoast Inn Property to Seacoast Inn or its successor,
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ATTACHMENTS:

9" & Palm Attachments:

1. Purchase and Sale Agreement for Palm Avenue Properties (provided separately with Resolution
No. OB-13-27)

2. Quitclaim Deed — Conveyance of Palm Avenue Properties to Successor Agency
3. Appraisal of Palm Avenue Properties Dated September 10, 2013
4. Keyser Marston Associates, Inc.'s Fiscal Impact Analysis for Palm Avenue Properties

Seacoast Inn {Pier South) Attachments:

5. Disposition and Development Agreement dated December 16, 2010 for Seacoast Inn Property

6. Ground Lease dated March 15, 2011 per DDA for Seacoast Inn Property
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PURCHASE AND SALE AGREEMENT
[9th and Palm]

by and between

IMPERIAL BEACH REDEVELOPMENT AGENCY
SUCCESSOR AGENCY (“SUCCESSOR AGENCY?”)

and

SUDBERRY-PALM AVENUE LLC, a California limited liability company
(“PURCHASER”)
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PURCHASE AND SALE AGREEMENT

This PURCHASE AND SALE AGREEMENT (this “Agreement”) by and between the
IMPERIAL BEACH REDEVELOPMENT AGENCY SUCCESSOR AGENCY (“Successor
Agency”) and SUDBERRY-PALM AVENUE, a California limited liability company
(“Purchaser™), is dated for identification purposes only as of ,201 . In
this Agreement, each of the Purchaser and the Successor Agency is sometimes individually
referred to as a “Party” and collectively as the “Parties”. For good and valuable consideration,
the receipt and sufficiency of which are hereby acknowledged, the Parties hereby agree as
follows:

PART 1. SUBJECT OF AGREEMENT

SECTION 101 Purposes of this Agreement

a. The Successor Agency is the owner of certain real property constituting an
approximately 3.9 acre site, located generally at the south side of Palm Avenue (State Route 75),
between 7™ Street and 9™ Street (the “Site™), consisting of two properties, described below in this
Agreement and referred to as “Property 1” and “Property 2”. Upon the City of Imperial Beach’s
vacation of adjacent rights-of-way, which will occur upon the approval and recordation of the
Map, the Site will increase to approximately 4.75 acres.

b. As more fully described in this Agreement, below, the purposes of this Agreement
include providing for the following:

Q) the sale of the Site (consisting of Property 1 and Property 2, as defined
below) by Successor Agency to Purchaser for the Purchase Price and upon the satisfaction of
conditions and subject to the terms of this Agreement, below;

(i) Purchaser’s concurrent grant to the Successor Agency of an option with
respect to Property 2 to ensure the timely redevelopment of Property 2 in accordance with this
Agreement, to be exercised by the Successor Agency in accordance with the terms of this
Agreement;

(i) construction of certain off-site Public Improvements (defined below) by
Purchaser, including the Highway 75 Access Improvements (defined below), and payment to or
for the benefit of or reimbursement to Purchaser for the cost of the Public Improvements, solely
from Series 2010 Bond Proceeds (defined below); and

(iv)  Purchaser’s redevelopment of the Site with approximately 46,200 square
feet of retail/commercial space plus parking, landscaping and related improvements, as described
in the Scope of Development and this Agreement, below, including:
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(A)  the preparation of building pads on Property 1 and Property 2 by
Purchaser (designated Parcels “A” through “G”, as depicted on the Site Map attached to this
Agreement as Attachment No. 1); and

(B)  the construction by Purchaser of retail/commercial buildings on
Parcels “A”, “B”, “C” and “D” (as defined below) and, if Purchaser elects to do so, on Parcel
LLE!!, L‘FH’ and LIG’I'

C. The Parties to this Agreement acknowledge that the public funds expended by the
City of Imperial Beach and the Successor Agency (and its predecessor-in-interest, the former
Imperial Beach Redevelopment Agency) to acquire and clear the Site and relocate the former
occupants from the Site exceed the Purchase Price (such differential plus the Public
Improvement Funds (defined below) collectively being referred to herein as the *“Public
Subsidy™). The Public Subsidy shall be in consideration for the following: (i) the construction by
Purchaser and/or its Assignees of an approximately 46,200 square foot retail/commercial center
on the Site (“the Project”), in accordance with all the terms and conditions of this Agreement and
any permits for development issued by the City of Imperial Beach (“City”); (ii) Purchaser’s
satisfactory construction of the Public Improvements required to be constructed under this
Agreement, including the Public Improvements described in Section 219.a.; and (iii) Purchaser’s
and/or its Assignees’ maintenance and operation of the Project in accordance with the Grant
Deed for the Site and the Agreement Containing Covenants to be recorded concurrently with the
conveyance of the Site to Purchaser.

d. The development and use of the Site pursuant to this Agreement, and the
fulfillment generally of this Agreement, are in the vital and best interests of the City of Imperial
Beach and the health, safety, and welfare of its residents, and in accord with the public purposes
and provisions of applicable federal, state, and local laws and requirements.

e. As provided in California Health and Safety Code Section 33437.5, this
Agreement is entered into for the purpose of redeveloping the Site and not for speculation in
landholding.

f. The Parties to this Agreement hereby acknowledge that they will each obtain
valuable benefits from this Agreement and that, in entering into this Agreement, each Party is
relying on the obligation of the other Party to perform under this Agreement.

g. The Successor Agency acknowledges that performance by Purchaser of its
obligations and the development and use of the Site pursuant to this Agreement will help to
remedy and prevent the recurrence of the physical and economic conditions of blight that existed
and currently exist in the Project Area, generating construction jobs in the development of the
Project and permanent jobs in its operation, providing fresh food choices and other retail and
commercial opportunities to people who live and work in and around the Project Area, and
encouraging further private investment that will benefit the entire Project Area.
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h. Purchaser acknowledges that performance by the Successor Agency of its
obligations pursuant to this Agreement will provide to Purchaser and its principals significant
and valuable financial benefits and that Successor Agency’s performance of these obligations is
in consideration of Purchaser’s compliance with the requirements of this Agreement in the
development, construction, operation and use of the Project.

I. The City of Imperial Beach and Purchaser entered into that certain Disposition
and Development Agreement dated for identification purposes as of December 14, 2011, which
was amended by that certain “Letter Agreement” entered into by the City and the Purchaser and
dated March 15, 2012, as further amended by that certain “Memorandum of Agreement
Regarding Ninth Street Improvements and Funding for Site Preparation Design Work” entered
into by the City and the Purchaser and dated August 10, 2012, as further amended by that certain
second “Letter Agreement” entered into by the City and the Purchaser and dated December 20,
2012, and as further amended by that certain third “Letter Agreement” entered into by the City
and the Purchaser and dated September 23, 2013, all collectively referred to as the “DDA”. This
Agreement is a renegotiation of all of the terms and conditions of the DDA and, upon the
Effective Date, this Agreement shall supersede and replace the DDA in its entirety and the City,
Successor Agency, and Purchaser shall have no further rights or obligations thereunder except as
may be expressly provided therein.

J. The Parties hereby acknowledge that the recitals of fact contained in this Section
101 are true and correct.

SECTION 102 Dissolution Act

Subject to the provisions of Section 512.b., by execution of this Agreement, Purchaser
hereby waives, releases and discharges the Successor Agency, the City, and their respective
members, officers, employees, agents, contractors and consultants, from any and all present and
future claims, demands, suits, legal and administrative proceedings, and from all liability for
damages, losses, costs, liabilities, fees and expenses (including, without limitation, attorneys’
fees) arising out of or in any way connected with the Successor Agency’s inability to meet its
financial or other obligations under this Agreement as a result of the Dissolution Act (defined
below), and any future or current litigation related thereto, including California Redevelopment
Association v. Matosantos (S194861). Notwithstanding Part 5 of this Agreement, the Successor
Agency’s failure to meet its financial or other obligations under this Agreement as a result of
State action with respect to the Dissolution Act, and/or any future or current litigation related
thereto, including California Redevelopment Association v. Matosantos (S194861), shall not
constitute a default by the Successor Agency under this Agreement.

Purchaser acknowledges that it is aware of and familiar with the provisions of Section 1542 of
the California Civil Code, which provides as follows:
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“A general release does not extend to claims which the creditor does not know or suspect
to exist in his or her favor at the time of executing the release, which if known by him or her
must have materially affected his or her settlement with the debtor”.

To the extent of the release set forth in this Section 102.b., Purchaser hereby waives and
relinquishes all rights and benefits which it may have under Section 1542 of the California Civil
Code.

Notwithstanding the foregoing waiver and release, in the event of the Successor Agency’s failure
to meet its financial or other obligations under this Agreement as a result of State action with
respect to the Dissolution Act, and/or any future or current litigation related thereto, including
California Redevelopment Association v. Matosantos (S194861), the Parties agree to meet and
confer in good faith to discuss the effects of any such failure on the benefits accruing to, or the
obligations imposed upon, any Party hereunder.

SECTION 103 Definitions

For purposes of this Agreement, the following capitalized terms shall have the following
meanings:

“Acceptance and Maintenance Agreement” shall mean an Acceptance and Maintenance
Agreement for Public Improvements substantially in the form attached to this Agreement as
Attachment No. 17, which is incorporated herein by this reference.

“Acquisition and Development Costs” means properly documented costs incurred by
Purchaser in connection with the acquisition of the Site and the entitlement, design, financing
and construction of the Improvements, as set forth in the Project Budget.

“Affiliate” means (1) any Person directly or indirectly controlling, controlled by or under
common control with another Person; (2) any Person owning or controlling ten percent (10%) or
more of the outstanding voting securities of such other Person; or (3) if that other Person is an
officer, director, member or partner, any company for which such Person acts in any such capacity.
The term “control” as used in the immediately preceding sentence, means the power to direct the
management or the power to control election of the board of directors. It shall be a presumption
that control with respect to a corporation or limited liability company is the right to exercise or
control, directly or indirectly, more than fifty percent (50%) of the voting rights attributable to the
controlled corporation or limited liability company, and, with respect to any individual,
partnership, trust, other entity or association, control is the possession, indirectly or directly, of the
power to direct or cause the direction of the management or policies of the controlled entity. It
shall also be a presumption that the manager of a limited liability company controls such limited
liability company.

“Agreement” shall mean this Purchase and Sale Agreement.
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“Agreement Containing Covenants” shall mean an instrument substantially in the form
attached to this Agreement as Attachment No. 9, which is hereby incorporated herein by this
reference.

“Approved Plans” shall mean the Plans approved by the Successor Agency pursuant to
Section 306 of this Agreement.

“Approved Title Conditions” shall have the meaning set forth in Section 205.c. of this
Agreement.

“Assignee” shall mean any Person to whom or to which Purchaser assigns its interests in
this Agreement as to all or any portion of the Site, which assignment shall be subject to the
approval of Successor Agency as provided in this Agreement.

“Building Pads” shall mean the foundations, platforms and structural forms necessary for
the construction of the markets, shops and retail buildings to be constructed on the Site, and shall
include Building Pads “A” through “G” inclusive, as shown on the Site Map.

“Building Permit” shall mean all grading and building permits required to be obtained
from the City for the construction of the Improvements.

“Business Day” means a week day, and shall specifically exclude those days described in
California Civil Code Section 7.1, as amended from time to time.

“CC&R’s” shall have the meaning set forth in Section 407 of this Agreement.

“City” means the City of Imperial Beach, California, and any assignee or successor to its
rights, powers and responsibilities.

“Close of Escrow” shall mean the escrow closing for the sale of the Site to Purchaser
pursuant to Section 202 of this Agreement.

“Closing” shall mean either of the following (as defined herein): (a) the Phase 1 Closing;
or (b) the Phase 2 Closing, as applicable and as the context may require.

“Completion” means the completion of construction of the Improvements as required by
all the requirements of this Agreement, evidenced by the occurrence of all of the following:

(1) Either of the following: (a) for any Private Improvements, the issuance by the
City of a certificate of occupancy; or (b) for any Public Improvements, the execution and
recordation of an Acceptance and Maintenance Agreement (as defined in this Agreement);

(2) recordation of a Notice of Completion by Purchaser, its Assignee or contractor
relating to the Improvements as to the Private Improvements and by the City as to the Public
Improvements;
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(3) certification or equivalent by the project architect that construction of the
Improvements (with the exception of minor “punch-list” items) has been completed in a good and
workmanlike manner and substantially in accordance with the approved plans and specifications;

4) as to the Public Improvements only, approval of the Public Improvements
by Cal-trans, as necessary;

(5) payment, settlement or other extinguishment, discharge, release, waiver,
bonding or insuring against any mechanic’s liens that have been recorded or stop notices that have
been delivered; and

(6) completion to the reasonable satisfaction of the Successor Agency Executive
Director of development of the Site (or portion thereof within, or directly serving, the applicable
Phase) in accordance with this Agreement, the Scope of Development and plans approved by the
Successor Agency pursuant to this Agreement.

Completion shall occur by Phase, so that the Completion of Phase 1 is sometimes referred to as the
“Phase 1 Completion” and the Completion of Phase 2 is sometimes referred to as the “Phase 2
Completion”. Notwithstanding the foregoing, Completion may also occur Parcel by Parcel.

“Construction Lender” means the maker of any Construction Loan or beneficiary of any
Construction Loan Deed of Trust.

“Construction Loan” means a Source of Financing in the form of a loan made to the
Purchaser or an Assignee for construction of the Improvements, secured against one or more
Parcels, by a Construction Loan Deed of Trust.

“Construction Loan Deed of Trust” means a deed of trust securing a Construction Loan.

“Conversion” means the date upon which a Construction Loan is converted to (or
refinanced with) a Permanent Loan.

“Dissolution Act” means AB x1 26 which was signed by the Governor of California on
June 28, 2011, making certain changes to the California Community Redevelopment Law and
the California Health and Safety Code by adding Part 1.8 (commencing with Section 34161) and
Part 1.85 (commencing with Section 34170) (“Part 1.85”) to Division 24 of the California Health
and Safety Code, as amended by Assembly Bill No. 1484 (Chapter 26, Statutes 2012) which was
signed by the Governor of California on June 27, 2012, and as further amended by Assembly Bill
No. 1585 which was signed by the Governor of California on September 29, 2012.

“Effective Date” shall mean the date upon which all of the following conditions have
been satisfied: (i) the approval of this Agreement by the Successor Agency and its Oversight
Board; (ii) the approval of the Amended Long Range Property Management Plan by the
Successor Agency and its Oversight Board pursuant to the Dissolution Act; (iii) the approval of
the amended Long Range Property Management Plan by the State Department of Finance (the
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“DOF”) pursuant to the Dissolution Act; (iv) the effectiveness of this Agreement pursuant to the
Dissolution Act, or the review and approval of this Agreement by the DOF if the DOF timely
and properly requests to review the Oversight Board’s action approving this Agreement in
accordance with the Dissolution Act; and (v) the execution of this Agreement by both the
Successor Agency and Purchaser.

“Entitlements” shall mean all applicable land use approvals and all conditions of
approval, legally required by the City or other governmental authority as a condition of
subdivision of the Site, development of the Project and construction of the Improvements in
accordance with this Agreement, including, without limitation, a Map and Building Permits.

“Environmental Indemnity” means the Environmental Indemnity substantially in the
form of Attachment No. 10 to this Agreement, which is incorporated herein by this reference.

“Escrow Agent” means an escrow agent mutually acceptable to the Successor Agency and
Purchaser.

“Excess Funds” shall have the meaning set forth in Section 219.c.3. of this Agreement.

“Final Construction Drawings” shall have the meaning set forth in Section 305 of this
Agreement.

“Force Majeure Delay” shall have the meaning set forth in Section 602 of this
Agreement.

“General Instructions” shall have the meaning set forth in paragraph k. of Section 202 of
this Agreement.

“Grant Deed” means the Grant Deed substantially in the form of Attachment No. 8 to this
Agreement, which is incorporated herein by this reference.

“Hazardous Substances” shall have the meaning set forth in paragraph a.l1. of Section
216 of this Agreement.

“Horizontal Improvements” shall mean the public improvements and utilities required to
be constructed or installed by Purchaser on or in connection with the development of the Site and
Site preparation in anticipation of construction of Vertical Improvements, as provided in the
Scope of Development, Approved Plans and Entitlements for the Project, not including the
Vertical Improvements.

“Improvements” shall collectively refer to the commercial retail shopping center to be
constructed on the Site, consisting of the Horizontal Improvements and Vertical Improvements
more particularly described in the Scope of Development, and including the Private
Improvements and the Public Improvements.
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“Increased Costs” shall have the meaning set forth in Section 311 of this Agreement.

“Instrument Terminating Option” shall mean the Instrument Terminating Option
substantially in the form attached to the Option Agreement as_Exhibit “D”, which is incorporated
herein by this reference, and which shall be recorded against Property 2 upon the Phase 2
Closing.

“Insurance Policies” shall have the meaning set forth in Section 309 of this Agreement.

“Legal Description” means the legal description of the Site attached to this Agreement as
Attachment No. 2.

“Manager” means Sudberry Development, Inc., a California corporation, its successors
and assigns.

“Map” shall mean a final subdivision map meeting the requirements of the California
Subdivision Map Act and all applicable City of Imperial Beach ordinances, which shall be in
recordable form and which shall, inter alia, define Parcels “A”, “B”, “C”, “D”, “E”, “F” and “G”
as separate legal lots.

“Memorandum of Option” shall mean the Memorandum of Option in the form attached
to the Option Agreement as_Exhibit “C”, which is incorporated herein by this reference, to be
recorded against Property 2 at the Phase 1 Closing.

“Method of Financing” means Attachment No. 3 to this Agreement, which is
incorporated herein by this reference.

“Notice of Completion” shall have the same definition as set forth in California Civil
Code section 3093.

“Official Records” means the Official Records of the Office of the County Recorder for
San Diego County, California.

“Option” shall mean the right of the Successor Agency, in its sole discretion, to purchase
back Property 2 from the Purchaser prior to the recordation of the Instrument Terminating
Option, as set forth in, and subject to the conditions in, the Option Agreement and memorialized
in the Memorandum of Option.

“Option Agreement” shall mean an Option Agreement and Joint Escrow Instructions,
substantially in the form attached to this Agreement as Attachment No. 12, which is incorporated
herein by this reference.

“Parcel A” shall mean the parcel created by the Map for Building Pad “A” and related
on-site utilities, improvements, landscaping, lighting, parking and driveways.
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“Parcel B” shall mean the parcel created by the Map for Building Pad “B” and related on-
site utilities, improvements, landscaping, lighting, parking and driveways.

“Parcel C” shall mean the parcel created by the Map for Building Pad “C” and related on-
site utilities, improvements, landscaping, lighting, parking and driveways.

“Parcel D” shall mean the parcel created by the Map for Building Pad “D” and related
on-site utilities, improvements, landscaping, lighting, parking and driveways.

“Parcel E” shall mean the parcel created by the Map for Building Pad “E” and related
on-site utilities, improvements, landscaping, lighting, parking and driveways.

“Parcel F” shall mean the parcel created by the Map for Building Pad “F” and related on-
site utilities, improvements, landscaping, lighting, parking and driveways.

“Parcel “G” shall mean the parcel created by the Map for Building Pad “G and related
on-site utilities, improvements, landscaping, lighting, parking and driveways.

“Participation Component” shall mean that component of the Purchase Price equal to one
and one-half percent (1.5%) of the gross sales price from the first arm’s-length sale of each
Parcel or Parcels of the Site (or any portion thereof) by Purchaser in any number of transactions
which is completed within the first Fifty-Five (55) years from the Effective Date of this
Agreement, if any.

“Parties” shall have the meaning set forth in the Preamble to this Agreement.

“Payment Agreement” shall mean the Payment Agreement substantially in the form
attached to this Agreement as Attachment No. 15, which is incorporated herein by this reference,
evidencing Purchaser’s obligation to pay to Successor Agency the Participation Component of
the Purchase Price.

“Permanent Lender” means the maker of any Permanent Loan or beneficiary of any
Permanent Loan Deed of Trust.

“Permanent Loan” means a Source of Financing in the form of a permanent loan to be
made to the Purchaser or an Assignee at Conversion, secured by a Permanent Loan Deed of Trust
recorded against one or more Parcels.

“Permanent Loan Deed of Trust” means a deed of trust securing a Permanent Loan.

“Permitted Deed of Trust” means a mortgage or deed of trust approved by the Successor
Agency as a Source of Financing for the Project, including Construction Loan Deeds of Trust
and Permanent Loan Deeds of Trust.

“Permitted Financing Purposes” shall have the meaning set forth in Section 318 of this
Agreement.
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“Permitted Lender” means the holder of a Permitted Deed of Trust, including a
Construction Lender or Permanent Lender.

“Permitted Transfer” means any of the following:

Q) A conveyance of a security interest in the Site, or one or more Properties
or one or more Parcels in connection with any Permitted Deed of Trust and any transfer of title by
foreclosure, deed or other conveyance in lieu of foreclosure in connection therewith, provided that
Purchaser shall have no authority to encumber any portion of the Site until the occurrence of the
Phase 1 Closing and the Close of Escrow, and shall have no authority to encumber Property 2 or
any portion of Property 2 until the occurrence of the Phase 2 Closing;

(i) A conveyance of the Site, or one or more Parcels, to any Affiliate of
Purchaser or a sale back from such Affiliate to Purchaser, including, but not limited to, a
conveyance to a limited liability company or limited partnership in which Purchaser, or an
Affiliate, is the manager or general partner, as the case may be;

(ili)  The inclusion of equity participation by Purchaser by addition of investor
members or limited partners to Purchaser’s limited liability company or limited partnership, as
the case may be, or similar mechanisms, the purchase of any such membership or partnership
interests by the manager or general partner and the withdrawal and/or replacement of such
investor members or limited partners;

(iv)  The removal for cause of any general partner by the limited partners of the
Purchaser’s partnership, or the removal for cause of the manager of the Purchaser’s limited
liability company, as the case may be, and the replacement thereof with a new general partner or
manager, as the case may be;

(v) Intentionally omitted;
(vi) Intentionally omitted; and

(vii)  The granting of easements, licenses, rights of entry or permits to facilitate
the development of the Site in accordance with this Agreement.

Any transfer described in clauses (i) through (vii) above shall be subject to the reasonable
approval of the Successor Agency Executive Director for conformance with this Agreement;
provided, however that the Successor Agency Executive Director shall approve any such transfer
as a Permitted Transfer upon delivery of documentation to the Successor Agency Executive
Director demonstrating that such transfer qualifies as a Permitted Transfer.

“Permitted Transferee” means the transferee of a Permitted Transfer.
“Person” means an individual, partnership, limited partnership, trust, estate, association,

corporation, limited liability company, or other entity, domestic or foreign.
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“Phase 1” shall mean the first development phase of the Project, consisting of the
following: (a) construction of the Public Improvements (except to the extent any of the Public
Improvements which are already completed prior to the Phase 1 Closing or which are deferred
until Phase 2 in accordance with Section 219 of this Agreement); (b) construction of all
Horizontal Improvements on Property 1 and, to the extent reasonably necessary for the operation
of Phase 1 or otherwise deemed advisable by Purchaser, Horizontal Improvements on Property 2;
(c) construction of all Building Pads and related improvements on Parcels “A”, “B”, “C” and
“D” on Property 1; and (d) the construction of the Vertical Improvements to be constructed on
Parcels “A”, “B”, “C” and “D” on Property 1, with related on-site utilities, improvements,
landscaping, lighting, parking and driveways, all as described in the Scope of Development.

“Phase 1 Closing” shall mean the point in time when all conditions precedent to the
escrow closing as set forth in Section 208 of this Agreement have been satisfied or waived in
writing by the Party benefiting from such condition; the Map has been approved and recorded;
and the Grant Deed(s) and Agreement(s) Containing Covenants for Property 1 and Property 2,
the Phase 1 Construction Loan Deed of Trust and all other Phase 1 Recorded Documents, as set
forth in Section 202 have been recorded.

“Phase 1 Closing Date” means the date scheduled for the Phase 1 Closing, which shall be
not later than nineteen (19) months after the Effective Date.

“Phase 1 Improvements” shall mean the Improvements to be constructed as part of Phase
1, as described in the Scope of Development.

“Phase 2” shall mean the second development phase of the Project, consisting of the
construction of any remaining Horizontal Improvements and any of the Public Improvements
deferred by Purchaser until Phase 2 in accordance with Section 219 of this Agreement, the
preparation of Building Pads and related improvements on Parcels “E”, “F” and “G” on Property
2, and the buildings on Parcel “E” (if Purchaser elects to construct the building on Parcel “E”),
Parcel “F” (if Purchaser elects to construct the building on Parcel “F”), and Parcel “G” (if
Purchaser elects to construct the building on Parcel “G”), as described in the Scope of
Development.

“Phase 2 Closing” shall mean the point in time when (i) all conditions precedent to the
termination and release of the Option as set forth in Section 220 of this Agreement have been
satisfied or waived in writing by the Successor Agency; (ii) the Successor Agency executes and
records the Instrument Terminating Option, releasing Property 2 from the Option; and (iii) the
Phase 2 Construction Loan Deeds of Trust and all other Phase 2 Recorded Documents, as set
forth in Section 220 have been recorded.

“Phase 2 Closing Date” means the date described in Section 220 of this Agreement,
which shall be not later than forty-two (42) months after the Effective Date of this Agreement,
subject to Force Majeure Delay.

11

9TH AND PALM PURCHASE AGMT v15
10-8-13



“Phase 2 Improvements” shall mean any remaining Horizontal Improvements deferred
by Purchaser until after the Phase 2 Closing, any Pubic Improvements deferred by Purchaser to
Phase 2, and the Vertical Improvements to be constructed on Property 2, as described in the
Scope of Development.

“Plans” shall mean the plans and drawings prepared on behalf of Purchaser or an
Assignee, and required to be submitted to Successor Agency pursuant to Sections 303, 304 and
305 of this Agreement.

“Pre-existing Site Conditions” shall mean the environmental condition of the Site,
including any Hazardous Substances present in, on or under the Site, as of date of the Close of
Escrow.

“Private Improvements” shall mean the portion of the Improvements described in the
Scope of Development that will be developed and constructed at no cost or expense to the
Successor Agency, located on the Site, and owned by Purchaser or an Assignee.

“Project” refers to the design and construction of the Improvements (or if Phase 2 is not
developed, then the Project shall refer to the design and construction of the Phase 1
Improvements).

“Project Area’ shall mean the Palm Avenue/Commercial Redevelopment Project Area.

“Project Budget” means, initially, the table attached to this Agreement as Attachment No.
6, which shall be replaced prior to the Phase 1 Closing with an updated Project Budget and
schedule of sources and uses, as described in Section 208 of this Agreement.

“Property 1” shall mean the portion of the Site depicted as Property 1 on the Site Map,
containing Parcels “A”, “B”, “C” and “D” and related on-site utilities, improvements,
landscaping, lighting, parking and driveways.

“Property 2” shall mean the portion of the Site depicted as Property 2 in the on the Site
Map, containing Parcels “E”, “F” and “G” and related on-site utilities, improvements,
landscaping, lighting, parking and driveways.

“Public Improvements” shall mean the off-site publicly-owned Improvements described
in Section 219 of this Agreement and the Scope of Development (including, but not limited to
the intersection improvements at Delaware, Palm and State Route 75 and all associated
improvements, curb, gutter, landscaping, traffic signal, alley and undergrounding improvements
required for the Project, and any other Cal-Trans requirements) that are required to be developed
and constructed at the cost and expense of Purchaser, subject to the obligation of the Successor
Agency to disburse, or cause the City to disburse, the Remaining Public Improvement Funds as
provided in Section 219 of this Agreement.
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“Public Improvement Budget” shall have the meaning set forth in Section 219.e.1. of this
Agreement.

“Public Improvement Costs” shall mean the cost of designing, permitting, constructing
and installing the Public Improvements as provided in Section 219 of this Agreement.

“Public Improvement Funds” shall mean $2,200,000, of which the Successor Agency has
disbursed $40,768.43 (the “Disbursed Funds”).

“Purchase Price” shall mean the monetary consideration payable by Purchaser to
Successor Agency for the Site as described in Section 201 of this Agreement, and shall include
the following two components: (a) the payment of the sum of $213,000.00, in cash, at the Close
of Escrow; and (b) payment to Successor Agency of the Participation Component in accordance
with the Payment Agreement.

“Purchaser” shall have the meaning set forth in the Preamble to this Agreement and
Section 107 of this Agreement.

“Purchaser Equity” shall mean any Source of Financing needed to pay Acquisition and
Development Costs that is provided by Purchaser and not secured by a deed of trust on the Site
or any portion thereof.

“Purchaser’s Title Policy” shall have the meaning set forth in Section 211 of this
Agreement.

“Redevelopment Plan” shall mean the redevelopment plan for the Palm
Avenue/Commercial Redevelopment Project Area, which was adopted by the City Council of the
City of Imperial Beach on February 6, 1996 by Ordinance No. 96-901, including subsequent
amendments.

“Release of Construction Covenants” means the certificate, substantially in the form
attached to this Agreement as Attachment No. 13, which is incorporated herein by this reference, to
be issued by the Successor Agency for a Parcel or Parcels upon Completion of all the construction
and development required by this Agreement as to such Parcel or Parcels.

“Remaining Public Improvement Funds” shall mean $2,159,231.57, which shall be
disbursed by the Successor Agency, or caused to be disbursed by the Successor Agency, to pay
or reimburse Purchaser for the cost of plans for, permitting, construction and installation of the
Public Improvements as provided in Section 219 of this Agreement and the Public Improvement
Disbursement Agreement (Attachment No. 11 to this Agreement).

“Retail Center” shall have the meaning set forth in Section 401.b. of this Agreement.

“Right of Entry” shall mean a Right of Entry Agreement substantially in the form
attached to this Agreement as Attachment No. 18, which is incorporated herein by this reference.
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“Schedule of Performance” means the document attached to this Agreement as
Attachment No. 5, which is incorporated herein by this reference.

“Scope of Development” means the document attached to this Agreement as Attachment
No. 4, which is incorporated herein by this reference.

“Series 2010 Bond Proceeds” shall mean proceeds from the Palm Avenue/Commercial
Redevelopment Project Tax Allocation Bonds, 2010 Tax Allocation Bonds, approved by the
Successor Agency’s Oversight Board and the State Department of Finance on the Successor
Agency’s “ROPS 17, and allocated for the Public Improvements and currently held by the City.

“Site” means the real property described in Section 104 of this Agreement, as depicted on
the Site Map and described in the Legal Description, consisting of Property 1 (which shall
include Parcels “A”, “B”, “C” and “D”) and Property 2 (which shall include Parcels “E”, “F” and
“G”).

“Site Map” means the document which is attached to this Agreement as Attachment
No. 1, which is incorporated herein by this reference.

“Site Preparation” shall mean the demolition and other work expressly described in
Section 216.f. of this Agreement.

“Site Preparation Design Work” shall mean preparation of plans for certain on-site
improvements relating to the grading of the Site and construction of infrastructure necessary for
the development of the Site as provided in this Agreement. The Site Preparation Design Work is
more specifically described in the Scope of Development.

“Source of Financing” means a source of financing the Project which has been approved
by the Successor Agency, as more specifically described in the Method of Financing.

“Subordination Agreement” shall mean a subordination agreement in form and content
acceptable to any Permitted Lender closing financing as of the Phase 1 Closing (or Phase 2
Closing as the case may be), which subordinates the lien of the Successor Agency Deed of Trust
and all obligations of the Payment Agreement secured thereby to the lien of any deed of trust,
mortgage, encumbrance or other security instrument created against the Site by or on behalf of
such Permitted Lender.

“Successor Agency” means the Imperial Beach Redevelopment Agency Successor
Agency, and any assignee or successor to its rights, powers and responsibilities.

“Successor Agency Deed of Trust” shall mean the instrument substantially in the form
attached to this Agreement as Attachment No. 16, which is hereby incorporated herein by this
reference, to be recorded against the Site at the Close of Escrow.
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“Successor Agency Executive Director” refers to the Successor Agency Executive
Director or his or her designee.

“Title Company” means a title insurance company mutually acceptable to Successor
Agency and Purchaser.

“Title Report” means the Second Amended Preliminary Report, dated September 5, 2013,
as amended by that certain Supplemental Report dated September 23, 2013, attached to this
Agreement as Attachment No. 7, which is incorporated herein by this reference.

“Vertical Improvements” shall mean all of the buildings, structures, landscaping, lighting,
parking areas and other improvements to be constructed or installed on or in connection with the
development of the Site, as provided in the Scope of Development, Approved Plans and Building
Permits for the Project, not including the Horizontal Improvements and Public Improvements.

SECTION 104 The Redevelopment Plan

This Agreement is subject to the Redevelopment Plan, which is hereby incorporated
herein by this reference and made a part hereof as though fully set forth herein.

SECTION 105 The Site

The “Site” is located on the south side of Palm Avenue, between 7" and 9" Streets, in the
City of Imperial Beach, California. The Site is depicted on the Site Map attached to this
Agreement as Attachment No. 1. The legal description of the Site is set forth in the Legal
Description attached to this Agreement as Attachment No. 2. Upon the approval and recordation
of the Map, the Site shall consist of two separate components, designated in this Agreement as
“Property 1” and “Property 2”, as depicted generally on the Site Map. The description of the Site
shall be subject to revision upon approval and recordation of the Map, which shall be subject to
the reasonable consent of the Successor Agency. Upon approval and recordation of the Map, the
attached Legal Description shall be replaced, as appropriate, with a Legal Description that
reflects the Map for the Site.

SECTION 106 Successor Agency

a. Successor Agency is a public entity, exercising governmental functions and
powers, and organized and existing under the laws of the State of California. The address of the
Successor Agency for purposes of receiving notices pursuant to this Agreement shall be:
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With a copy to:

With a copy to:

SECTION 107

Imperial Beach Redevelopment Agency Successor Agency
825 Imperial Beach Boulevard

Imperial Beach, CA 91932

Attn: Executive Director

Tel: 619-423-0314

Fax: 619-628-1395

McDougal, Love, Eckis, Boehmer & Foley
8100 La Mesa Boulevard, Suite 200

La Mesa, CA 91942

Attn: Jennifer Lyon

Tel: 619-440-4444

Fax: 619-440-4907

Kane, Ballmer & Berkman

515 S. Figueroa Street, Suite 1850
Los Angeles, California 90071
Attn: Kendall D. Berkey

Tel: 213-617-0480

Fax: 213-625-0931

Purchaser

a. Purchaser is Sudberry-Palm Avenue LLC, a California limited liability company,
whose Manager is Sudberry Development, Inc., a California corporation. The address of
Purchaser for purposes of receiving notices pursuant to this Agreement is as follows:

Sudberry-Palm Avenue LLC

c/o Sudberry Properties

5465 Morehouse Drive, Suite 260
San Diego, CA 92121

Attn: Colton T. Sudberry

Tel: (858) 546-3000

Fax: (858) 546-3009

And a copy of each such notice sent to Purchaser shall be transmitted by email to
Gerald I. Solomon, Esg. of Solomon Minton Cardinal Doyle & Smith LLP addressed as follows:

gis@smcdslaw.com.

b. Whenever the term “Purchaser” is used herein, such term means and includes the
Purchaser as of the date hereof, and any Assignee pursuant to an assignment and assumption
agreement, and any successor to the rights, powers and responsibilities of Purchaser or Assignee
as permitted by this Agreement.
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SECTION 108 Assignments and Transfers

a. Purchaser represents and agrees that its undertakings pursuant to this Agreement
are for the purpose of redeveloping the Site as provided in this Agreement, and not for speculation
in land holding. Purchaser further recognizes that the qualifications and identity of Purchaser are of
particular concern to the Successor Agency, in light of the following: (1) the importance of the
development of the Site to the general welfare of the community; (2) the public assistance that
has been made available by law and by the government for the purpose of making such
redevelopment possible; and (3) the fact that a change in ownership or control of Purchaser or any
other act or transaction involving or resulting in a significant change (as defined below) in
ownership or control of Purchaser, is for practical purposes a transfer or disposition of the
property then owned by Purchaser. Purchaser further recognizes that it is because of such
qualifications and identity that the Successor Agency is entering into the Agreement with
Purchaser. Therefore, no voluntary or involuntary successor in interest of Purchaser shall acquire
any rights or powers under this Agreement except as expressly permitted herein.

b. Prior to recordation of a Release of Construction Covenants with respect to any
Parcel or Parcels, Purchaser shall not assign all or any part of this Agreement or any interest
herein, or transfer, convey, sell or lease such Parcel or Parcels or any portion thereof, without the
prior written approval of the Successor Agency, which the Successor Agency may grant or
withhold in its sole discretion; provided, however, that Successor Agency shall approve any
Permitted Transfer upon delivery of documentation to the Successor Agency demonstrating that
such assignment or transfer qualifies as a Permitted Transfer and provided further that the leasing
of individual tenant premises within a building constructed or to-be-constructed on the Site (as
opposed to ground leasing a Parcel) will not require the prior consent of Successor Agency.

C. For the reasons cited above, Purchaser further represents and agrees for itself and
any successor in interest that prior to recordation of one or more Releases of Construction
Covenants with respect to the entire Site, without the prior written approval of the Successor
Agency, there shall be no significant change in the ownership of Purchaser or in the relative
proportions thereof, or with respect to the identity of the parties in control of Purchaser or the
degree thereof, by any method or means (other than such changes occasioned by the death or
incapacity of any individual), except if it is a Permitted Transfer.

d. Any assignment or transfer of this Agreement or any interest herein or significant
change in ownership of Purchaser, other than Permitted Transfers, shall require the approval of
the Successor Agency. To the extent Successor Agency approval of an assignment or transfer is
required by this Agreement, in granting or withholding its approval, the Successor Agency shall
base its decision upon the relevant experience, financial capability and reputation of the proposed
assignee or transferee and the effect, if any, of such proposed transfer on the public purposes of
this Agreement (“Transfer Criteria”), including, without limitation, (i) the proposed transferee’s
current experience in owning and operating retail centers similar to the Project, and (ii) the
proposed transferee’s financial commitments and resources are reasonably satisfactory to the
Successor Agency. In addition, the Successor Agency shall not approve any assignment or
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transfer of this Agreement or any interest herein or significant change in ownership of Purchaser
that results in payment of consideration to any Person prior to the issuance of the Release of
Construction Covenants for the portion of the Site so assigned or transferred and that is not
conditioned upon the issuance of the Release of Construction Covenants for the portion of the
Site so assigned or transferred. Notwithstanding any provision of this Agreement to the contrary,
Successor Agency shall have the right to enforce this paragraph d. by any means available at law
or equity, including but not limited to seeking damages and/or injunctive relief, to ensure that
until Completion of the applicable Parcel any such consideration shall be used only to pay
Acquisition and Development Costs as provided in the Project Budget and for no other purpose.

e. Purchaser shall promptly notify the Successor Agency of any and all changes
whatsoever in the identity of the parties in control of Purchaser or the degree thereof, of which it or
any of its officers have been notified or otherwise have knowledge or information. Except for
Permitted Transfers, this Agreement may be terminated by the Successor Agency if there is any
significant change (voluntary or involuntary) in ownership or control of Purchaser or Purchaser’s
Manager (other than such changes occasioned by the death or incapacity of any individual), prior
to Completion, and such change is not remedied within the cure periods set forth in Section 501.d.,
below.

f. Permitted Transfers and any other assignments or transfers approved by the
Successor Agency in conformance with this Agreement shall be evidenced by the execution and
delivery by Purchaser, Assignee and Successor Agency of an assignment and assumption
agreement, which agreement shall be reasonably acceptable to the Successor Agency Executive
Director as to form and content pursuant to which Purchaser would assign to such Assignee and
such Assignee would assume rights and obligations of Purchaser under this Agreement
pertaining to the assigned portion of the Site.

g. The restrictions of this Section 108 shall terminate as to any portion of the Site
upon the recordation of a Release of Construction Covenants for such portion of the Site.

h. For purposes of this Section 108, the term “significant change” shall mean an
addition, deletion, substitution or any other change in the identity or number of the natural
Person or persons or corporate entity or entities constituting or controlling any general partner of
a partnership, or manager of a limited liability company (or where a limited liability company is
managed by its members, then any such change affecting the members), or controlling
shareholder(s) of a corporation, or other controlling owner of any business entity, in any tier of
ownership of Purchaser, such that the authority to make binding board-level business decisions
for Purchaser after such change is controlled by or may be directed by a different natural person
or persons or a different corporate entity or entities (unless such corporate entity or entities
remain controlled by the same natural person or persons) than the person(s) or entity(ies) that
controlled such authority prior to such change.

I. Nothing contained in this Agreement shall prohibit or restrict in any way an
assignment or transfer between the Successor Agency and the City relating to any real or
personal property, or any rights or obligations under this Agreement.
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SECTION 109 Method of Financing.

The Project shall be financed with a combination of sources of financing to be
determined by Purchaser and obtained when needed for the development of the Site as required
by this Agreement. The Parties anticipate that the financing for the Project will include loans and
equity. Prior to the Phase 1 Closing, Purchaser and Successor Agency Executive Director shall
agree upon a method of financing in the form attached to this Agreement as Attachment No. 3,
with estimated dollar amounts to be agreed upon. Notwithstanding anything to the contrary set
forth in this Agreement, Successor Agency agrees and acknowledges that the sources of
financing for the development of the Site have not been committed as of the Effective Date and
that Purchaser has made no representation or warranty that any such source will ultimately be
available for the financing of the Project. Without limiting Purchaser’s obligations under this
Agreement, Purchaser’s failure to secure any particular source of financing for the development
of the Project shall not be an event of default hereunder provided that Purchaser has timely and
diligently applied in good faith to secure such source of financing. For purposes of this
Agreement, the phrase “timely and diligently applied in good faith” (or substantially similar
language therein) shall mean that Purchaser has submitted a complete application before the
expiration of the applicable deadline, has responded promptly to any requests for supplemental
information or follow-up questions and has attended and participated in all meetings, conference
calls and the like as reasonably necessary to accommodate the efficient processing of the
application.

SECTION 110 Submission of Evidence of Financing

Within the time periods provided in the Schedule of Performance (subject to Force
Majeure Delay as set forth in Section 602 of this Agreement), Purchaser (or Assignee, as
applicable) shall submit to Successor Agency evidence reasonably satisfactory to the Successor
Agency Executive Director that Purchaser has obtained or arranged for the financing necessary
for the development of the Site (or relevant portion thereof) in accordance with this Agreement.
Such evidence of financing shall include the following:

1. A copy of the commitment or commitments (or term sheet, if a term sheet
rather than a formal commitment is obtained) obtained by Purchaser or Assignee, as applicable,
for a Construction Loan, including a final Project Budget approved by the Successor Agency
Executive Director and all other commitments (all as described in the Method of Financing) to
finance the construction of the Improvements, certified by Purchaser to be a true and correct
copy or copies thereof. Purchaser and Assignee shall use commercially reasonable efforts to
obtain commercially competitive Construction Loans;

2. A copy of the contract for the construction of the Improvements, certified
by Purchaser or Assignee, as applicable, to be a true and correct copy thereof. The proposed
process of conducting trade bids shall be a transparent process (as between the Parties) and be
subject to the review and approval of the Successor Agency Executive Director;

3. A copy of substantially complete Construction Loan documents (e.g.,
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notes, deeds of trust, mortgages, indentures and loan agreements);

4. A copy of the purchase and sale agreement, if any, for Parcel A and for
Parcel F, certified by Purchaser and the applicable Assignee to be a true and correct copy thereof,
setting forth all consideration payable to Purchaser by such Assignee for conveyance of the
applicable Parcel prior to Completion.

5. Documentation reasonably acceptable to the Successor Agency Executive
Director of sources of additional capital sufficient to demonstrate that Purchaser or Assignee, as
the case may be, has adequate equity funds committed to provide the amount of Purchaser Equity
required by the Method of Financing.

The Successor Agency Executive Director shall reasonably approve or disapprove such
evidence of financing within ten (10) Business Days after receipt. Such approval shall not be
unreasonably withheld, conditioned or delayed. Subject to the provisions of Section 602 of this
Agreement, failure of the Successor Agency Executive Director to approve or disapprove the
adequacy of the submission of evidence of financing within such ten (10) Business Day period
shall be deemed an approval; provided that the Purchaser’s submission of any such submittal
states in bold capitalized letters in 14 point on the cover page of such submittal that the

“SUCCESSOR AGENCY’S FAILURE TO RESPOND TO THIS
DOCUMENT WITHIN TEN (10) BUSINESS DAYS AFTER RECEIPT
SHALL BE DEEMED TO CONSTITUTE THE SUCCESSOR AGENCY’S
APPROVAL REQUESTED IN THIS DOCUMENT PURSUANT TO THE

PURCHASE AND SALE AGREEMENT”. If Successor Agency Executive Director
shall disapprove any such evidence of financing, then Successor Agency Executive Director
shall do so by written notice to Purchaser or Assignee, as the case may be, stating the reasons for
such disapproval. At any time prior to the times provided in this Agreement for submission of
evidence of financing, Purchaser may submit to the Successor Agency Executive Director for
review and comment any loan applications to be made by Purchaser or pro forma loan
documentation provided by the proposed lender; provided, that review, comments and approval,
if any, by the Successor Agency Executive Director shall be for the sole purpose of determining
and advising Purchaser whether such loan applications or pro forma loan documents are
consistent with the requirements of this Agreement. All comments and approvals, if any, shall be
in writing. Any items so submitted and approved by the Successor Agency Executive Director in
writing shall not be subject to subsequent disapproval. Successor Agency shall cooperate
reasonably with Purchaser and any Approved Assignee in Purchaser/Approved Assignee’s
efforts to obtain financing, including, without limitation, executing commercially reasonable
documentation consistent with this Agreement relating to the lender’s rights in the event of
default by Purchaser or Approved Assignee. Successor Agency shall promptly and diligently
respond to any request from a lender and shall not unreasonably withhold its approval of any
request for execution or cooperation from a lender if such request will not result in a material
modification of this Agreement or is not inconsistent with this Agreement.
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SECTION 111 Entitlements

Without incurring any out-of-pocket expenses, and subject to Section 215.c. of this
Agreement, the Successor Agency shall cooperate with Purchaser in Purchaser’s efforts to obtain
the Entitlements.

PART 2. SALE OF SITE AND REIMBURSEMENT FOR PUBLIC IMPROVEMENTS

SECTION 201 Sale and Purchase

a. In accordance with and subject to all the terms, covenants and conditions of this
Agreement, Successor Agency agrees to sell to Purchaser and Purchaser agrees to purchase the
Site for the Purchase Price.

b. The Purchase Price shall consist of the following: (i) $213,000.00, payable in
cash, upon the Close of Escrow; and (ii) the payment of the Participation Component.

C. For purposes of this Section 201, “arm’s length sale” shall mean a transaction in
which Purchaser and the buyer act independently and have no relationship to each other, as
reasonably determined by the Successor Agency Executive Director.

d. For purposes of this Section 201, “gross sales price” shall mean all compensation
payable to Purchaser for the sale, directly or indirectly, less costs of sale payable by Purchaser.

e. Intentionally Omitted.

f. Purchaser’s obligation to pay Successor Agency the Participation Component of
the Purchase Price shall be set forth in the Payment Agreement, and shall be secured by the
Successor Agency Deed of Trust, which shall be recorded against the Site at the Close of
Escrow, as a lien that is junior and subordinate to any Permitted Deeds of Trust.

SECTION 202 Escrow

a. Successor Agency agrees to open an escrow for conveyance of the Site with the
Escrow Agent, as escrow agent, within the time provided therefore in the Schedule of
Performance. Successor Agency and Purchaser shall provide such escrow instructions consistent
with this Agreement as shall be necessary. The Escrow Agent hereby is empowered to act under
such instructions, and upon indicating its acceptance thereof in writing, delivered to Successor
Agency and to Purchaser within five (5) Business Days after opening of the escrow, the Escrow
Agent shall carry out its duties as Escrow Agent hereunder.

b. Successor Agency and Purchaser shall execute and deliver to the Escrow Agent,
as applicable, the documents and instruments described in paragraphs o. and p. of this Section
202 (the “Closing Documents”). Upon delivery of the fully executed Closing Documents
described in paragraph o. of this Section 202, to the Escrow Agent, the Escrow Agent shall
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record the instruments described in paragraph o. of this Section 202 in accordance with these
escrow instructions provided that title to the Site can be vested in Purchaser in accordance with
the terms and provisions of this Agreement and all other conditions to the Closing have either
been satisfied or waived in writing. The Escrow Agent shall buy, affix and cancel any transfer
stamps required by law. Any insurance policies governing the Site are not to be transferred
unless otherwise agreed in writing by the Parties.

C. Purchaser shall also pay in escrow to the Escrow Agent the cash portion of the
Purchase Price and the following fees, charges and costs promptly after the Escrow Agent has
notified Purchaser of the amount of such fees, charges and costs, but not earlier than 3 days prior
to the scheduled date for the conveyance of the Site nor later than one business day prior to such
conveyance:

1. One-half of the escrow fee;

2. The premiums for the Purchaser’s Title Policy in excess of the cost of a
standard form CLTA owner’s policy as set forth in Section 211 of this Agreement; and

3. Recording fees, if any.
d. [Intentionally Omitted].

e. Successor Agency shall pay in escrow to the Escrow Agent the following fees,
charges and costs promptly after the Escrow Agent has notified Successor Agency of the amount
of such fees, charges and costs, but not earlier than 3 days prior to the scheduled date for the
conveyance of the Site nor later than one business day prior to such conveyance:

1. The portion of the Title Insurance premium described in Section 211.f. of
this Agreement;

2. One-half of the escrow fee;
3. Any State, County or City documentary stamps or transfer tax;
4, Costs necessary to place the title to the Site in the condition for

conveyance required by the provisions of this Agreement; and

5. Ad valorem taxes and assessments, if any, upon the Site or upon this
Agreement or any rights hereunder, prior to the conveyance of title of the Site to Purchaser.

f. Successor Agency shall timely and properly execute, acknowledge and deliver a
Grant Deed conveying to Purchaser title to all the Parcels in the Site in accordance with the
requirements of this Agreement, together with an estoppel certificate certifying that Purchaser
has completed all acts (except payment of the Purchase Price), necessary to entitle Purchaser to
such conveyance, if such be the fact, and all documentation and authorizations reasonably
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required by Title Company to permit the issuance of title insurance, including, without
limitation, a standard owner’s affidavit, an indemnity agreement and other documents
customarily required by Title Company.

g. The Escrow Agent is authorized and directed to do all of the following:

1. Record the Grant Deed and the other Closing Documents which are to be
recorded pursuant to paragraph o. of this Section 202 in the Official Records of San Diego
County, California, and deliver the conformed copies of such Grant Deed and documents, and
the other (unrecorded) documents to the Parties entitled thereto in accordance with the terms and
provisions of this Agreement.

2. Pay, and charge Successor Agency and Purchaser, respectively, for any
fees, charges and costs payable under this Section 202. Before such payments are made, the
Escrow Agent shall notify Successor Agency and Purchaser of the fees, charges and costs
necessary to clear title and close the escrow in the form of a closing statement approved and
executed by both Purchaser and Successor Agency (the “Settlement Statement”).

3. Disburse funds in accordance with the Settlement Statement when the
conditions of this escrow have been fulfilled by Successor Agency and Purchaser or waived in
writing by the party benefitting therefrom. The Purchase Price shall not be delivered by the
Escrow Agent unless and until it has recorded the Grant Deed and the Title Company has issued
or is irrevocably committed to issue Purchaser’s Title Insurance Policy.

h. All funds received in this escrow shall be deposited by the Escrow Agent in a
fully government insured general escrow account with any state or national bank doing business
in the State of California and reasonably approved by Purchaser and Successor Agency.

I. If this escrow is not in a condition to close by the time for conveyance set forth in
the Schedule of Performance (as it may be amended or extended by the Parties from time to time
in accordance with this Agreement), then either Party who then shall have fully performed the
acts to be performed before the conveyance of title may, in writing, demand the return of its
money, papers or documents from the Escrow Agent. No demand for return shall be recognized
until 10 days after the Escrow Agent (or the Party making such demand) shall have mailed
copies of such demand to the other Party or Parties at the address of its principal place of
business. Objections, if any, shall be raised by written notice to the Escrow Agent and to the
other party within the 10-day period, in which event the Escrow Agent is authorized to hold all
money, papers and documents with respect to the Site until instructed by a mutual agreement of
the Parties or, upon failure thereof, by a court of competent jurisdiction. If no such demands are
made, then the escrow shall be closed as soon as possible.

J. If objections are raised as above provided for, then the Escrow Agent shall not be
obligated to return any such money, papers or documents except upon the written instructions of
both Successor Agency and Purchaser, or until the party entitled thereto has been determined by
a final decision of a court of competent jurisdiction. If no such objections are made within said
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10-day period, then the Escrow Agent shall immediately return the demanded money, papers or
documents.

k. The Parties understand they may be required to execute additional forms required
by the Escrow Agent (“General Instructions™). In the event of a conflict between this Agreement
and any such General Instructions, this Agreement shall control. The Parties agree, however,
that they would refuse to execute General Instructions which (i) purport to relieve the Escrow
Agent of liability for negligence or intentional wrong-doing, (ii) excuse the Escrow Agent from
strict compliance with each and all of the provisions of this document and the General
Instructions or (iii) purport to authorize the Escrow Agent to follow the instructions or directive
of any Person not a direct signatory party to this Agreement. Any amendment to these escrow
instructions shall be in writing and executed by both Successor Agency and Purchaser. At the
time of any amendment, the Escrow Agent shall agree to carry out its duties as Escrow Agent
under such amendment.

l. Prorations

1. General. Rentals, revenues and other income, if any, from the Site, and
operating expenses, if any, affecting the Site shall be prorated as of 11:59 P.M. on the day
preceding the Close of Escrow as shown on the Settlement Statement.

2. Taxes and Assessments. Taxes and assessments shall be prorated as set
forth in Section 212, below, as shown on the Settlement Statement.

3. Operating Expenses. Any other expenses incurred in operating the Site
that Successor Agency customarily pays, and any other costs incurred in the ordinary course of
business or the management and operation of the Site shall be prorated on an accrual basis.
Successor Agency shall notify Purchaser in writing of such operating expenses and, at the option
of Purchaser, shall cancel any and all related contracts and agreements that would be binding on
the Site post-Closing. Successor Agency shall pay all such expenses that accrue prior to the date
of the Close of Escrow and all such expenses that Purchaser disapproved which accrue after the
Close of Escrow. To the extent any such expenses were approved by Purchaser prior to Closing
and Purchaser assumes any related contracts and agreements at Closing, Purchaser shall pay such
expenses accruing on the date of the Close of Escrow and thereafter during the period of
Purchaser’s ownership of the Site.

4, Method of Proration. All prorations shall be made in accordance with
customary practice in San Diego County, except as expressly provided herein. Successor
Agency and Purchaser agree to cause their accountants or agents to prepare a schedule of
tentative prorations prior to the Closing Date and submit the same to Escrow Agent for inclusion
on the Settlement Statement as required below. Such prorations, if and to the extent known and
agreed upon as of the Close of Escrow, shall be paid into escrow by the respective Parties as
necessary and in accordance with the Settlement Statement. A copy of the schedule of prorations
as agreed upon by Successor Agency and Purchaser to be incorporated into the Settlement
Statement shall be delivered to Escrow Agent at least 3 business days prior to the Closing Date.
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With respect to any prorations not determined or not agreed upon as of the Close of Escrow, the
Parties shall meet and confer in good faith after the Closing Date in an effort to reach mutual
agreement as to the affected prorations within 60 days after the Closing Date (the “Final
Reconciliation Date”). Purchaser or Successor Agency, as appropriate, shall make a one-time
adjustment payment promptly after the mutual agreement on prorations has been reached. If the
allocation of any prorations remains unresolved as of the Final Reconciliation Date, then the
Parties shall submit the dispute to a nationally-recognized accounting firm which is neutral and
disinterested in the matter, which shall render a conclusive determination to the Parties within 20
days after the date of submittal of the dispute. The Parties shall equally share the expenses of the
accounting firm selected to resolve the dispute.

m. Successor Agency and Purchaser shall each pay their respective legal,
professional and consultant fees relating to this transaction.

n. All communications from the Escrow Agent to Successor Agency or Purchaser
shall be directed to the addresses set forth in Sections 106 and 107 of this Agreement, and in the
manner set forth in Section 601 of this Agreement for notices between the Parties.

0. The following documents shall be recorded in the following order at the Close of
Escrow at the Phase 1 Closing:

1. The Map, if the Map has not already been recorded (to be recorded against
the Site), and any other documents to be recorded, if any, to effectuate the
vacation of the adjacent rights-of-way;

2. The Grant Deed(s) for all of the Parcels;
3. Agreement Containing Covenants (to be recorded against the Site);

4, CC&Rs (to be recorded against the Site);

5. Memorandum of Option (to be recorded against the Parcels constituting
Property 2);

6. Intentionally Omitted;

7. Recordable Construction Loan documents;

8. Successor Agency Deed of Trust (to be recorded against the Site);

9. Subordination Agreement; and

10.  Such other instruments as the Parties may mutually agree to be recorded at
the Close of Escrow.

p. The following documents shall be recorded in the following order at the Phase 2
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Closing:

1. Instrument Terminating Option, releasing the Parcels in Property 2 from
the Option (to be recorded against all Parcels in Property 2);

2. Intentionally omitted;

3. Recordable Construction Loan documents (to be recorded against Parcel
Parcel “E” or Parcel “F” or Parcel “G” on Property 2, or all of the Parcels,
as the case may be); and

4. Subordination Agreement.

The Parties shall each promptly deliver to Escrow Agent the items and funds to be delivered by
them, when and as required in this Agreement.

SECTION 203 Conveyance of Title and Delivery of Possession

a. Subject to any mutually agreed upon extension of time, Successor Agency shall
convey title to the Site to Purchaser on or before the Phase 1 Closing Date (so long as all
conditions precedent have been satisfied or waived by the Party benefitting therefrom), or such
later date mutually agreed to in writing by Successor Agency Executive Director and Purchaser
and communicated in writing to the Escrow Agent.

b. Except as otherwise provided herein, possession of the Site shall be delivered to
Purchaser at the Close of Escrow. Purchaser shall accept title and possession to the Site upon the
Close of Escrow subject only to the Approved Title Conditions.

SECTION 204 Form of Deed

Successor Agency shall convey to Purchaser title to the Parcels in the condition provided
in Section 205 of this Agreement by recordation of a Grant Deed, substantially in the form
attached to this Agreement as Attachment No. 8. The Parties may elect to convey title to
Property 1 and Property 2 by means of one or more Grant Deeds covering one or more Parcels in
each Property. Upon reasonable request by Purchaser, the Successor Agency Executive Director
shall make such non-material modifications to the form of the Grant Deed as the Successor
Agency Executive Director may deem necessary or appropriate to carry out the purposes of this
Agreement.

SECTION 205 Condition of Title

a. Successor Agency shall convey to Purchaser fee simple title to the Site free and
clear of all liens, encumbrances, assessments, easements, leases and taxes except the Approved
Title Conditions.

b. Successor Agency has caused the Title Company to deliver to Purchaser a Second
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Amended Preliminary Report dated September 5, 2013, as amended by that certain Supplemental
Report dated September 23, 2013, (collectively, the “Title Report”) with respect to title to the
Site, together with copies of the documents underlying the exceptions set forth in the Title
Report. By executing this Agreement, Purchaser hereby approves the exceptions of record set
forth in the Title Report, except for those disapproved title exceptions, if any, set forth in writing
delivered to the Successor Agency Executive Director within one hundred twenty (120) days
following the Effective Date. The Parties shall cooperate in good faith to cause the Title
Company to remove from title any of the disapproved title exceptions prior to the Close of
Escrow.

C. Intentionally omitted.
d. Intentionally omitted.
e. The exceptions approved by Purchaser in Section 205.b, above, together with the

covenants of the Grant Deed conveying the Site to Purchaser (which incorporates by reference
the covenants contained in this Agreement, the Redevelopment Plan and the Agreement
Containing Covenants), the documents to be recorded that are listed in paragraph o. of Section
202 of this Agreement, and other documents expressly required or permitted to be recorded by
this Agreement, which appear on the pro forma title policy for Purchaser’s Title Policy and are
acceptable to Purchaser shall hereinafter collectively be referred to as the “Approved Title
Conditions”. Purchaser shall have the right to approve or disapprove any further exceptions
(which are not created by Purchaser) reported by the Title Company. Successor Agency shall
not create and shall use its best efforts not to allow any new exceptions to title following the
Effective Date.

SECTION 206 Time and Place for Delivery of Deed

Subject to any mutually agreed-upon extension of time, Successor Agency shall deposit
the Grant Deed with the Escrow Agent at least one Business Day before the Phase 1 Closing
Date.

SECTION 207 Payment of Purchase Price and Recordation of Grant Deeds

Purchaser shall deposit the cash portion of the Purchase Price with the Escrow Agent at
least one Business Day before the Close of Escrow, provided that Escrow Agent shall have
notified Purchaser in writing that the Grant Deed(s) conveying the Site to Purchaser, properly
executed and acknowledged by the Successor Agency Executive Director have been delivered to
the Escrow Agent and that title is in condition to be conveyed in conformity with this
Agreement. The Escrow Agent shall record the documents and instruments listed in paragraph o.
of Section 202, above, and deliver the Purchase Price to Successor Agency immediately
following the delivery to Purchaser of the Purchaser’s Title Policy or confirmation that the Title
Company is irrevocably committed to issue the Purchaser’s Title Policy and the recordation of
the Grant Deed(s) in the Official Records.
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SECTION 208 Conditions Precedent to Close of Escrow and Phase 1 Closing

The obligation of the Successor Agency to disburse the Initial Deposit of the Remaining
Public Improvement Funds is not subject to the satisfaction of the conditions precedent to the
Close of Escrow. The obligation of the Successor Agency to disburse the Remaining Public
Improvement Funds (other than the Initial Deposit) is not subject to the satisfaction of the
conditions precedent to the Close of Escrow but is subject to the satisfaction of the conditions
precedent set forth in paragraph e. of Section 219 of this Agreement, below. Subject to the
notice and cure provisions of Sections 501 through 510, inclusive, of this Agreement and to the
Force Majeure Delay provisions of Section 602 of this Agreement, the Successor Agency at its
option may terminate this Agreement pursuant to Section 510 and not provide any part of the
Public Subsidy if any of the applicable conditions precedent for the benefit of Successor Agency
are not satisfied by the Purchaser or waived in writing by the Successor Agency within the time
limits set forth in the Schedule of Performance. The Close of Escrow and the obligations of
Successor Agency and Purchaser with respect to the purchase and conveyance of the Site
hereunder are subject to the satisfaction or waiver by the Party benefitting therefrom prior to the
Close of Escrow (unless otherwise provided), of the following conditions, and the obligations of
the Parties with respect to such conditions are as follows in this Section 208. Until the
satisfaction of all of the conditions set forth in this Section 208, Purchaser shall not have the right
to transfer, assign, convey by deed or lease, record any deed of trust or other instrument on or
otherwise encumber any portion of the Site or interest therein. Purchaser and Successor Agency
shall use their commercially reasonable best efforts to cause all of the following conditions
precedent to the Phase 1 Closing to be satisfied with due diligence, and in all events not later
than eighteen (18) months after the Effective Date of this Agreement, and the Phase 1 Closing
shall occur within thirty (30) days thereafter (the “Phase 1 Closing Date”). If Purchaser or
Successor Agency is unable to satisfy any of such conditions precedent despite its good faith
efforts, such Party will not be in default hereunder. The following shall be conditions precedent
to the Phase 1 Closing and Close of Escrow:

a. Subdivision (benefits Purchaser and Successor Agency). The Purchaser shall
cause a Map creating legal parcels for the conveyance, financing and development of the Site in
accordance with this Agreement, including Parcels “A”, “B”, “C”, “D”, “E”, “F” and “G”, to be
duly approved and recorded in the Official Records in accordance with all applicable
governmental requirements. Notwithstanding anything to the contrary contained herein, the
Phase 1 Closing shall not occur until such Map is recorded, and the recording of such Map shall
be a non-waivable condition precedent to the Phase 1 Closing.

b. Final Construction Drawings (benefits Successor Agency). Purchaser shall have
submitted and Successor Agency Executive Director shall have approved the Final Construction
Drawings.

C. Project Budget (benefits Successor Agency). Purchaser shall have delivered to
Successor Agency, and the Successor Agency Executive Director shall have approved, which
approval shall not be unreasonably withheld, conditioned or delayed, a final Project Budget or
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any revisions to the Project Budget, and a Method of Financing, demonstrating to the reasonable
satisfaction of the Successor Agency Executive Director the availability of sufficient funds to
pay all Acquisition and Development Costs.

d. Construction Contract (benefits Successor Agency). Purchaser shall have
delivered to Successor Agency, and the Successor Agency Executive Director shall have
approved (which approval shall not be unreasonably withheld, conditioned or delayed), one or
more construction contracts, covering all Phase 1 construction (other than the Public
Improvements) required by this Agreement and the approved Final Construction Drawings, in an
amount that is consistent with the final Successor Agency-approved Project Budget, together
with a construction schedule showing a detailed trade-by-trade breakdown of the estimated
periods of commencement and completion of construction and complete fixturization of the
development of Phase 1 of the Project, demonstrating that construction of Phase 1 will be
commenced within thirty (30) days after the Phase 1 Closing and completed (subject to Force
Majeure Delay) within the time provided in the Schedule of Performance, and such contract(s)
shall have been executed by each of the parties thereto. Successor Agency’s review and approval
of the construction contract pursuant to this Section shall be limited to determining if it: (i)
provides for the performance of the construction work in accordance with all Entitlements and
approved Final Construction Drawings; (ii) provides for costs of construction within the final
Successor Agency-approved Project Budget; and (iii) otherwise complies with the terms of this
Agreement, including but not limited to insurance, bonding, disbursement procedures and similar
matters, and shall be for the benefit of the Successor Agency alone, and no one shall be entitled
to rely on such review or approval for any purpose whatsoever. By approving the construction
contract, Successor Agency makes no representation or warranty, express or implied, regarding
the construction contract, the contractor, the work to be performed or any other matter.

e. Public Improvement Contract (benefits Successor Agency). Purchaser shall have
delivered to Successor Agency, and the Successor Agency Executive Director shall have
approved (which approval shall not be unreasonably withheld, conditioned or delayed), one or
more construction contracts, covering all of the Public Improvements to be constructed by
Purchaser (unless deferred to Phase 2), required by this Agreement and the approved Final
Construction Drawings, in an amount that is consistent with the final Successor Agency-
approved Public Improvement Budget, together with a construction schedule showing a detailed
trade-by-trade breakdown of the estimated periods of commencement and completion of
construction of the Public Improvements, demonstrating that construction of the Public
Improvements will be commenced within thirty (30) days after the deposit of the Remaining
Public Improvement Funds (other than the Initial Deposit) into escrow, and completed (subject to
Force Majeure Delay) within the time approved in writing by the Successor Agency Executive
Director prior to disbursement of funds, and such contract shall have been executed by each of
the parties thereto. The Public Improvement Contract shall include a provision giving to the
Successor Agency the right but not the obligation to assume Purchaser’s rights and obligations
under the Public Improvement Contract in the event Purchaser abandons the Public Improvement
work, or ceases to perform its obligations under the Public Improvement Disbursement
Agreement or this Agreement. Successor Agency’s review and approval of the construction
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contract pursuant to this Section shall be limited to determining if it: (i) provides for the
performance of the construction work in accordance with all Entitlements and approved
construction drawings; (ii) provides for costs of construction within the final Successor Agency-
approved Public Improvement Budget; (iii) complies with applicable State prevailing wage
requirements; (iv) is with a contractor or contracting firm that is licensed in the State of
California, is not an Affiliate of Purchaser, has demonstrated experience in completing similar
public works projects and is otherwise reasonably acceptable to Successor Agency; and (V)
otherwise complies with the terms of this Agreement, including but not limited to the
requirements of this paragraph, insurance, bonding, disbursement procedures and similar matters,
and shall be for the benefit of Successor Agency alone, and no one shall be entitled to rely on
such review or approval for any purpose whatsoever. By approving the construction contract,
Successor Agency makes no representation or warranty, express or implied, regarding the
construction contract, the contractor, the work to be performed or any other matter.

f. Evidence of Financing (benefits Successor Agency). Purchaser shall have
submitted and the Successor Agency Executive Director shall have approved evidence relating to
all Sources of Financing relating to Phase 1, and all documents required to be executed in
connection with such financing shall have been duly executed, acknowledged and delivered.
Such evidence shall include:

1) a copy of all Construction Loan documents relating to the Phase 1
Improvements, certified by Purchaser, to be a true and correct copy or copies thereof; and

2 evidence of immediately available funds in a construction escrow
account for the Project in the total amount (beyond (i) those to be loaned pursuant to the
Construction Loan, and (ii) those to be provided by Successor Agency, necessary to finance the
construction of Phase 1 to Completion, including the Public Improvements (that have not been
deferred to Phase 2) and the Private Improvements, in accordance with a Project Budget
approved, in writing, by the Successor Agency.

Successor Agency shall cooperate reasonably with Purchaser in Purchaser’s efforts to obtain
financing, including, without limitation, executing commercially reasonable documentation
consistent with this Agreement relating to the lender’s rights in the event of default by Purchaser.
Successor Agency shall promptly and diligently respond to any request from a lender and shall
not unreasonably withhold its approval of any request for execution or cooperation from a lender
that does not materially modify the provisions of this Agreement or is not inconsistent with this
Agreement.

g. Evidence of Property 1 Tenant Commitments (benefits Successor Agency).
Purchaser shall have submitted and the Successor Agency Executive Director shall have
reasonably approved evidence of binding commitments (subject to commercially customary
conditions) from (i) a grocery store or supermarket reasonably acceptable to the Successor
Agency Executive Director on Parcel “A”; and (ii) retail tenants committing to lease not less
than 5,000 square feet, in any combination of the buildings to be constructed on Building Pads
“B”, “C” and “D”. The Successor Agency Executive Director’s review shall be limited to
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confirming that such leases are not inconsistent with this Agreement.

h. Insurance (benefits Successor Agency). Purchaser shall have submitted to
Successor Agency, and the Successor Agency Executive Director shall have approved (which
approval shall not be unreasonably withheld, conditioned or delayed), evidence of the Insurance
Policies required by this Agreement, naming as additional insureds the following:

“The Imperial Beach Redevelopment Agency Successor Agency, the City of
Imperial Beach, and their respective elected officials, officers, officials,
employees, attorneys, contractors and agents.”

I. CC&Rs (benefits Successor Agency and Purchaser). Purchaser shall have
submitted to Successor Agency, and the Successor Agency Executive Director shall have
approved, which approval shall not be unreasonably withheld, conditioned or delayed, the
CC&Rs, and such CC&Rs shall have been executed by each of the parties thereto. The Successor
Agency Executive Director’s review shall be limited to confirming that the CC&Rs are not
inconsistent with this Agreement.

J. Intentionally Omitted.

k. Intentionally Omitted.

l. Permits (benefits Successor Agency and Purchaser). Purchaser shall not be
required to obtain Building Permits prior to the Close of Escrow, but the following shall be a
condition precedent to the Phase 1 Closing: (1) Purchaser shall have delivered to Successor
Agency the list of permits required for grading and the construction of the Phase 1
Improvements; (2) Purchaser shall have obtained all applicable plan check approvals for the
Phase 1 Improvements; (3) Purchaser shall have obtained all applicable variances (if any) and
Entitlements for the issuance of such Permits; (4) all conditions for the issuance of all such
Building Permits have been satisfied (with the exception of payment of Permit fees, which
payment is provided for in the approved Project Budget and the Construction Loan or other
funds to be made available to Purchaser at the Phase 1 Closing); (5) there are no changes (other
than changes approved by the Successor Agency Executive Director) to the Construction
Drawings approved by the Successor Agency Executive Director in accordance with paragraph
b. of this Section 208 between the time of Successor Agency Executive Director’s approval and
the time of issuance of the Building Permits other than minor changes required by the Successor
Agency’s Building Department in connection with the plan check approvals for the Phase 1
Improvements; and (6) in any event, the Building Permits are issued not later than ten (10)
Business Days after the Phase 1 Closing, which the Successor Agency Executive Director may
extend, but in no event later than thirty days after the Phase 1 Closing.

m. No Challenges (benefits Purchaser and Successor Agency). With regard to the
Entitlements and all permits required for grading and the construction of the Phase 1
Improvements, all administrative appeals periods shall have expired; with regard to compliance
with CEQA (as required), the statutes of limitation therefor shall have expired; and with regard

31

9TH AND PALM PURCHASE AGMT v15
10-8-13



to each, no unresolved challenge thereto shall be in existence.

n. Joint Supplemental Instructions (benefits Purchaser and Successor Agency).
Successor Agency and Purchaser counsel/special counsel shall have prepared such joint
supplemental instructions for the Title Company as may be necessary to close the transaction
contemplated herein.

0. Closing Certificate (benefits Purchaser). Successor Agency shall have submitted
to Purchaser a certificate stating that all conditions precedent to the Phase 1 Closing have been
satisfied or waived, if such be the case.

p. Documents (benefits Purchaser and Successor Agency, as applicable). Successor
Agency, Purchaser and other parties, as appropriate, shall have executed and delivered to the
Escrow Agent in recordable form as necessary the documents and instruments listed in paragraph
0. of Section 202 of this Agreement and the following non-recordable documents:

Q) Payment Agreement (to be executed by Purchaser and Successor Agency);
2 Environmental Indemnity (to be executed by Purchaser);
(3) Option Agreement (to be executed by Purchaser and Successor Agency);

4) If not already executed, the Public Improvement Disbursement Agreement
(to be executed by Purchaser, Successor Agency and Escrow Agent);

(5) Intentionally Omitted; and

(6) Such other documents as the Parties may request to be delivered through
Escrow.

g. Representations, Warranties and Covenants (benefits Successor Agency).
Purchaser shall have duly performed each and every obligation to be performed by Purchaser
hereunder to be performed prior to the Phase 1 Closing and Purchaser’s representations,
warranties and covenants set forth in this Agreement shall be true and correct as of the date of
the Phase 1 Closing.

r. Covenants of Successor Agency (benefits Purchaser). Successor Agency shall
have duly performed each and every obligation to be performed by Successor Agency hereunder
to be performed prior to the Phase 1 Closing and Successor Agency’s representations, warranties
and covenants set forth in this Agreement shall be true and correct as of the date of the Phase 1
Closing.

S. Deliveries (benefits Successor Agency). Purchaser shall have delivered the items
to be delivered by Purchaser prior to the Phase 1 Closing, when and as required in this
Agreement.
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t. Deliveries (benefits Purchaser). Successor Agency shall have delivered the items
and funds to be delivered by Successor Agency prior to the Phase 1 Closing, when and as
required in this Agreement.

u. Intentionally omitted.

V. Condition of Site (benefits Purchaser). Successor Agency shall have completed
all demolition on the Site as provided in Section 216.f. of this Agreement.

W. No Impeding Litigation (benefits Purchaser and Successor Agency). With regard
to this Agreement and the transactions contemplated hereunder, no unresolved challenge thereto
that would impede the timely development of the Project shall be in existence.

X. No default (benefits Successor Agency). Purchaser shall not be in default of this
Agreement.

y. No default (benefits Purchaser). Successor Agency shall not be in default of this
Agreement.

z. Feasibility (benefits Purchaser). Purchaser has not provided written notice to the
Successor Agency that Purchaser has determined, in Purchaser’s sole good faith discretion, that
the Project is not financially feasible, due to any of the following: (i) intentionally omitted; (ii)
Purchaser has failed, despite commercially reasonable efforts, to obtain financing for the
development of the Project on terms reasonably satisfactory to Purchaser; or (iii) the costs of
developing the Project or of completing the Public Improvements are materially different than
those anticipated by Purchaser as of the Effective Date (including, without limitation, any
variance of more than ten percent (10%) from the amounts reflected on the table attached to this
Agreement as Attachment No. 6); or (iv) there is litigation pending or legislation pending or
adopted which, in Purchaser’s reasonable determination, makes it infeasible to obtain financing
for the development of the Project on commercially reasonable terms or will make it reasonably
likely that the Successor Agency will not, or will not be able to, satisfy its obligations hereunder.

aa. Feasibility (benefits Successor Agency). Subject to the liquidated damages
provision set forth in Section 512 of this Agreement, Successor Agency has not provided written
notice to the Purchaser prior to February 1, 2014, that the Successor Agency has determined, in
Successor Agency’s sole and absolute discretion, exercised in good faith, that the Project is not
feasible, due to changes in circumstances since the Effective Date that have caused a legal or
financial impediment to the performance by Successor Agency of any of its obligations
hereunder.

bb. Purchaser’s Title Policy (benefits Purchaser). Title Company shall be irrevocably
committed to issue the Purchaser’s Title Policy to Purchaser, as provided in this Agreement.

cc. Purchaser Formation Documents (benefits Successor Agency). Except as
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otherwise provided below, Purchaser shall have delivered documentation relating to the
corporate, partnership, limited liability or other similar status of Purchaser, as the case may be
(and if Purchaser is a limited partnership, its general partners, and if Purchaser is a limited
liability company, its manager), including, without limitation and as applicable: limited
partnership agreement and any amendments thereto, articles of incorporation, State of California
Limited Liability Company Articles of Organization (LLC-1), Statement of Information and
Operating Agreement (including any amendments thereto), copies of all resolutions or other
necessary actions taken by such entity to authorize the execution of this Agreement and related
documents, a certificate of status issued by the California Secretary of State and a copy of any
Fictitious Business Name Statement, if any, as published and filed with the Clerk of San Diego
County. If requested by Successor Agency, then Purchaser shall provide to Successor Agency
the operating agreement of Purchaser (or the portions thereof evidencing authority). In addition,
if requested by Successor Agency, then Purchaser shall provide to Successor Agency formation
and good standing certificates filed with, or issued by, the State of California for Purchaser’s
manager or general partner, as the case may be, but shall not provide any other formation
documents which are not of public record (such as, for example, operating agreements or
bylaws) for such entity. Successor Agency shall keep such documents strictly confidential and
shall not disclose the contents of such documents except to the extent that such documents are
part of the public record or such disclosure is otherwise required under applicable law.
Moreover, Successor Agency agrees that Purchaser may redact the financial details of any such
information prior to any such disclosure.

dd.  Joint Supplemental Escrow Instructions (benefits Purchaser and Successor
Agency). Successor Agency and Purchaser counsel/special counsel shall have prepared such
joint supplemental instructions for the Escrow Agent as may be necessary to close the transaction
contemplated herein.

ee. Closing Certificate (benefits Purchaser). Successor Agency shall have submitted
to Escrow Agent a certificate stating that all conditions precedent to the recording of documents
and the Close of Escrow have been satisfied or waived, if such be the case.

ff. Representations, Warranties and Covenants (benefits Successor Agency).
Purchaser shall have duly performed (or Successor Agency will have waived) each and every
obligation to be performed by Purchaser hereunder to be performed prior to the Close of Escrow
and Purchaser’s representations, warranties and covenants set forth in this Agreement shall be
true and correct as of the date of the Close of Escrow.

gg.  Covenants of Successor Agency (benefits Purchaser). Successor Agency shall
have duly performed (or Purchaser will have waived) each and every obligation to be performed
by Successor Agency hereunder to be performed prior to the Close of Escrow and Successor
Agency’s representations, warranties and covenants set forth in this Agreement shall be true and
correct as of the date of the Close of Escrow in all material respects.
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hh. Deliveries (benefits Successor Agency). Purchaser shall have deposited into
escrow the cash portion of the Purchase Price, and delivered the items and funds to be delivered
by Purchaser prior to the Closing, when and as required in this Agreement.

ii. Deliveries (benefits Purchaser). Successor Agency shall have delivered the items
and funds to be delivered by Successor Agency prior to the Closing, when and as required in this
Agreement.

iJ- No Impeding Litigation (benefits Purchaser and Successor Agency). With regard
to this Agreement and the transactions contemplated hereunder, no unresolved challenge thereto
that would impede the timely development of the Project shall be in existence.

Kk. No default (benefits Successor Agency). Purchaser shall not be in default of this
Agreement.

Il. No default (benefits Purchaser). Successor Agency shall not be in default of this

Agreement.
SECTION 209 Failure of Conditions to Close of Escrow
a. Termination. In the event that any of the conditions precedent to the Close of

Escrow are not timely satisfied or waived, for a reason other than the default of Successor
Agency or Purchaser, the following shall apply:

1. Either Party shall have the right to terminate this Agreement, the escrow
and the rights and obligations of Successor Agency and Purchaser hereunder to the extent that
such Party is intended to be benefited by the applicable condition precedent;

2. If this Agreement is terminated as provided herein, then Escrow Agent is
hereby instructed to promptly return to Purchaser and Successor Agency all funds, if any, and
documents deposited by them, respectively, into escrow which are held by Escrow Agent on the
date of said termination (less, in the case of the Party otherwise entitled to such funds, however,
the amount of any cancellation charges required to be paid by such Party under Section 209.b. of
this Agreement, below); and

3. If this Agreement is terminated as provided herein, then neither Party shall
have any further rights or obligations hereunder except those that survive termination of this
Agreement as expressly provided herein.

b. Cancellation Fees and Expenses. In the event that the escrow terminates in
accordance with Section 209.a. of this Agreement, above, the cancellation charges, if any,
required to be paid by and to Escrow Agent and the Title Company shall be borne equally by
Purchaser and the Successor Agency and all other charges shall be borne by the Party incurring
same.
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SECTION 210 Disbursements and Other Actions to be taken by Escrow Agent.

At the Close of Escrow, Escrow Agent shall promptly undertake all of the following in
the manner hereinbelow indicated:

a. Cause the documents to be recorded that are listed in paragraph o. of Section 202
of this Agreement (documents numbered 1-10), and any other documents which the Parties may
mutually direct, to be recorded in the Official Records, and obtain conformed copies thereof for
distribution to Successor Agency and Purchaser.

b. Disburse the cash portion of the Purchase Price to Successor Agency, and deliver
the fully executed Payment Agreement to the Successor Agency.

C. Distribute to the Successor Agency and Purchaser executed copies of the non-
recorded documents listed in paragraph p. of Section 208 of this Agreement (documents
numbered 1-6).

d. Direct the Title Company to issue the Purchaser’s Title Policy to Purchaser and
deliver the original thereof to Purchaser within two weeks after the Closing.

e. Prepare and distribute to Purchaser and Successor Agency each, copies of both
Parties’ escrow closing statements and a complete copy of all documents handled by escrow.

Escrow Agent agrees that release of funds to Successor Agency shall irrevocably commit
Escrow Agent, on behalf of Title Company, to issue Purchaser’s Title Policy in accordance with
this Agreement.

SECTION 211 Title Insurance

a. Concurrently with the recordation of the Grant Deed, Title Company shall provide
and deliver to Purchaser an owner’s policy of Title Insurance, issued by the Title Company,
insuring that the fee interest of the Site is vested in Purchaser in the condition required by
Section 205 of this Agreement, together with any endorsements as the Purchaser may reasonably
request (“Purchaser’s Title Policy”). The Title Company shall provide Successor Agency and
Purchaser with a copy of the Purchaser’s Title Policy. The Purchaser’s Title Policy shall be in
such reasonable amount as the Purchaser may request, subject to the approval of the Successor
Agency Executive Director. If Title Company is unable or unwilling to deliver the Purchaser’s
Title Policy consistent with the provisions of this Agreement, then in addition to any other rights
or remedies of Purchaser, Purchaser may terminate this Agreement pursuant to Section 509.

b. Successor Agency shall pay only the premium for a standard form CLTA owner’s
policy. Any extended coverage and endorsements requested by Purchaser shall be at no cost or
expense to Successor Agency.
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SECTION 212 Taxes and Assessments

Ad valorem taxes and assessments, if any, on the Site, and taxes upon this Agreement or
any rights hereunder, levied, assessed or imposed for any period, commencing prior to
conveyance of title of the Site to Purchaser, shall be borne by Successor Agency. All ad valorem
taxes and assessments levied or imposed for any period commencing after conveyance of title of
the Site to Purchaser shall be paid (as between Successor Agency and Purchaser) by Purchaser.
Purchaser’s and Successor Agency’s obligations under this Section 212 shall survive the
termination of this Agreement and shall continue to remain in effect after any or all of the
following events: Closing, Completion and recordation of the Release of Construction
Covenants.

SECTION 213 Contests

a. Absent manifest error, Purchaser shall refrain from appealing, challenging or
contesting in any manner the validity or amount of any tax assessment, encumbrance or lien on
the Site; provided, however, that such prohibition shall not apply to an appeal, challenge or
contesting of the erroneous assessment for property tax purposes of the Site, and further provided
that Purchaser shall not be prohibited from appealing, challenging or contesting any increases in
assessment of the Site for property tax purposes over and above the current 2% per annum
permitted amount.

b. Purchaser agrees that any such permitted proceedings shall be begun without
undue delay after any contested item is imposed and shall be prosecuted to final adjudication
with reasonable dispatch. Purchaser shall give Successor Agency prompt notice in writing of
any such contest at least ten (10) days before filing any contests. Purchaser may only exercise its
right to contest an imposition hereunder if the subject legal proceedings shall operate to prevent
the collection of the imposition so contested, or the sale of the Site, or any part thereof, to satisfy
the same, and only if Purchaser shall, prior to the date such imposition is due and payable, have
given such reasonable security as may be required by Successor Agency from time to time in
order to insure the payment of such imposition to prevent any sale, foreclosure or forfeiture of
the Site, or any part thereof, by reason of such nonpayment. In the event of any such contest and
the final determination thereof adversely to Purchaser, Purchaser shall, before any fine, interest,
penalty or cost may be added to this Agreement for nonpayment thereof, pay fully and discharge
the amounts involved in or affected by such contest, together with any penalties, fines, interest,
costs and expenses that may have accrued thereon or that may result from any such contest by
Purchaser and, after such payment and discharge by Purchaser, Successor Agency will promptly
return to Purchaser such security as Successor Agency shall have received in connection with
such contest.

C. Successor Agency shall cooperate reasonably in any such contest permitted by
this Section 213, and shall execute any documents or pleadings reasonably required for such
purpose. Any such proceedings to contest the validity or amount of Imposition or to recover
back any Imposition paid by Purchaser shall be prosecuted by Purchaser at Purchaser’s sole cost
and expense; and Purchaser shall indemnify and save harmless Successor Agency (as a Party to
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this Agreement) against any and all loss, cost or expense of any kind, including, but not limited
to, reasonable attorneys’ fees and expenses, which may be imposed upon or incurred by
Successor Agency (as a Party to this Agreement) in connection therewith.

SECTION 214 Occupants of the Site

Title to the Site shall be conveyed free of any possession or right of possession except
that of Purchaser, unless waived by Purchaser in writing.

SECTION 215 Land Use Requirements for the Site

a. Entitlements. It shall be a condition of the Close of Escrow that Purchaser obtain
all Entitlements and permits (other than ministerial permits, such as Building Permits, which are
not required to be obtained prior to the Close of Escrow, subject to paragraph I. of Section 208 of
this Agreement) necessary for the construction of the Phase 1 Improvements. Purchaser shall
promptly and in good faith apply for, and diligently pursue obtaining the Entitlements. Without
limiting Purchaser’s obligations under this Section 215.a., Purchaser’s failure to obtain the
Entitlements shall not be an event of default hereunder, provided that Purchaser promptly applied
in good faith for, and diligently pursued obtaining the Entitlements (or caused others to do so on
Purchaser’s behalf). Successor Agency shall have no responsibility to verify that zoning of the
Site and all applicable City land use requirements will be, at the applicable Closing, such as to
permit development of the Site and construction of the Improvements and the use, operation and
maintenance of such Improvements in accordance with the provisions of this Agreement.
Nothing contained herein shall be deemed to entitle Purchaser to any City permit or other City
approval necessary for the development of the Site, or waive any applicable City requirements
relating thereto. This Agreement does not (i) grant any Entitlement to Purchaser; (ii) supersede,
nullify or amend any condition which may be imposed by City in connection with approval of
the development described herein; (iii) guarantee to Purchaser or any other party any profits from
the development of the Site; or (iv) amend any City laws, codes or rules. This is not a
Development Agreement as provided in California Government Code Section 65864. Purchaser
shall comply with all applicable conditions of approval required by City. Without cost to
Successor Agency, Successor Agency shall reasonably cooperate and provide appropriate
technical assistance to Purchaser, as necessary, in connection with Purchaser’s obtaining all
necessary Entitlements and permits for the construction of the Improvements.

b. Indemnification. To the extent permitted by law, Purchaser shall protect, defend,
indemnify and hold Successor Agency, City, and each of their respective elected officials,
officers, representatives, agents, employees, contractors and attorneys (Successor Agency, City,
and each of their respective elected officials, officers, representatives, agents, employees,
contractors and attorneys may be collectively referred to herein as the “Indemnified Parties”)
harmless from and against any and all claims asserted or liability established for damages or
injuries to any person or property, including injury to Purchaser’s officers, employees, invitees,
guests, agents or contractors, which arise out of or are in any manner directly connected with any
work or activity performed by or on behalf of Purchaser, its officers, employees, invitees, guests,
agents and contractors pursuant to the Entitlements and permits obtained pursuant to Section
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215.a. of this Agreement, above, and all expenses of investigating and defending against same,
including, without limitation, attorneys’ fees and costs. If the Successor Agency, in good faith,
determines that its interests are not adequately protected by being provided a defense by
Purchaser, Successor Agency (and the other Indemnified Parties) may, at its election, conduct the
defense or participate in the defense of any claim related in any way to this indemnification. If
the Successor Agency, on behalf of the Indemnified Parties, makes the foregoing election to
conduct its own defense or obtain independent legal counsel in defense of any claim related to
this indemnification, then Purchaser shall pay all of the costs related thereto, including, without
limitation, reasonable attorneys’ fees and costs. The foregoing defense, indemnification and hold
harmless obligations shall not apply to the proportional extent that the matter giving rise to such
claims, liability, damages or injuries is due to the negligence or willful misconduct of Successor
Agency (or any of the Indemnified Parties), but shall survive the termination of this Agreement
and shall continue to remain in effect after any or all of the following events: Closing,
Completion and recordation of any Release of Construction Covenants.

C. Police Power. Purchaser acknowledges that the Successor Agency is a Party to
this Agreement only in its capacity as the assignee of the former Imperial Beach Redevelopment
Agency. Nothing contained in this Agreement shall be deemed to limit, restrict, amend or
modify, nor to constitute a waiver or release of any ordinances, notices, orders, rules, regulations
or requirements (now or hereafter enacted or adopted, and/or as amended from time to time) of
the City, its departments, commissions, agencies or boards and the officers thereof, including
without limitation any redevelopment plan or general plan or any zoning ordinances, or any of
the City’s duties, obligations, rights or remedies thereunder or pursuant thereto or the general
police powers, rights, privileges and discretion of the City in the furtherance of the public health,
welfare and safety of the inhabitants thereof, including, without limitation, the right under law to
make and implement independent judgments, decisions and/or acts with respect to planning,
development and/or redevelopment matters (including, without limitation, approval or
disapproval of plans and/or issuance or withholding of entitlements or building permits) whether
or not consistent with the provisions of this Agreement, any attachments to this Agreement or
documents contemplated by this Agreement (collectively, the “City Rules and Powers”). In the
event of any conflict, inconsistency or contradiction between any terms or provisions of this
Agreement, any attachments to this Agreement or documents contemplated by this Agreement,
on the one hand, and any such City Rules and Powers, on the other hand, the City Rules and
Powers shall prevail and govern in each case. In addition, nothing herein shall require the City to
reach a particular result in any matter that requires a public hearing or the exercise of future
discretion as specified herein. This Section shall be interpreted for the benefit of the City.

SECTION 216 Condition of Site
a. Purchaser’s Site Investigation
1. “Hazardous Substance,” as used in this Agreement means any substance,

material or waste which is or becomes regulated by the United States government, the State of
California, or any local or other governmental authority, including, without limitation, any
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material, substance or waste which is (i) defined as a “hazardous waste,” “acutely hazardous
waste,” “restricted hazardous waste,” or “extremely hazardous waste” under Sections 25115,
25117 or 25122.7, or listed pursuant to Section 25140, of the California Health and Safety Code;
(ii) defined as a “hazardous substance” under Section 25316 of the California Health and Safety
Code; (iii) defined as a “hazardous material,” “hazardous substance,” or “hazardous waste”
under Section 25501 of the California Health and Safety Code; (iv) defined as a “hazardous
substance” under Section 25281 of the California Health and Safety Code; (v) petroleum; (vi)
asbestos; (vii) a polychlorinated biphenyl; (viii) listed under Article 9 or defined as “hazardous”
or “extremely hazardous” pursuant to Article 11 of Title 22 of the California Code of
Regulations, Chapter 20; (ix) designated as a “hazardous substance” pursuant to Section 311 of
the Clean Water Act (33 U.S.C. Section 1317); (x) defined as a “hazardous waste” pursuant to
Section 1004 of the Resource Conservation and Recovery Act (42 U.S.C. Section 6903); (xi)
defined as a “hazardous substance” pursuant to Section 101 of the Comprehensive
Environmental Response, Compensation and Liability Act (42 U.S.C. Section 9601); or (xii) any
other substance, whether in the form of a solid, liquid, gas or any other form whatsoever, which
by any governmental requirements either requires special handling in its use, transportation,
generation, collection, storage, treatment or disposal, or is defined as “hazardous” or is harmful
to the environment or capable of posing a risk of injury to public health and safety.

2. Successor Agency makes no representation or warranty, express or
implied, regarding any conditions of the Site, except that Successor Agency represents and
warrants to Purchaser that Successor Agency has disclosed and provided to Purchaser all
information in Successor Agency’s possession or known to Successor Agency relating thereto;
including true, correct and complete copies of studies, reports, investigations and contracts; and
other obligations concerning or related to the Site which are in Successor Agency’s possession or
which are known by and available to Successor Agency, including, without limitation,
correspondence, studies, reports and investigations concerning the Site’s environmental
condition and the presence or absence of Hazardous Substances in, on or under the Site and its
compliance with environmental laws. Notwithstanding anything to the contrary contained herein,
Successor Agency shall indemnify, defend and hold Purchaser (and any Assignee(s)) harmless
from and against any action, claim, demand, expense, or liability arising out of the presence of
Hazardous Substances in, on or under the Site and its compliance with environmental laws if
such presence or any non-compliance with environmental laws is the result of any act or
omission by Successor Agency or any of its employees, agents, or contractors first occurring
after the Effective Date.

3. It shall be the sole responsibility of Purchaser, at Purchaser’s sole cost and
expense, to investigate and determine all conditions of the Site and its suitability for the use to
which the Site is to be put in accordance with this Agreement. Purchaser shall have the right, at
its own expense, and in consultation with Successor Agency, to employ a qualified soils
engineer, geologist and/or environmental consultant (collectively, “Consultant™) for the purpose
of investigating the soil and water condition of the Site, and the suitability of the Site for
economically feasible development thereon by Purchaser in accordance with this Agreement.
Purchaser shall also provide Successor Agency with the name(s) of the Consultant. Upon
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Consultant’s completion of the work, a copy of the Consultant’s written report(s) shall be
delivered to Successor Agency; provided, however, that Purchaser makes no representation or
warranty regarding such reports, and it shall have no liability whatsoever for any errors or
omissions contained therein. Purchaser shall have the right, not later than June 1, 2014, to
terminate this Agreement if Purchaser determines, on the basis of the report or any of the due
diligence performed by Purchaser, that the environmental condition on the Site is not suitable for
the economically feasible development of the Site as contemplated herein. If Purchaser does not
terminate this Agreement by written notice to Successor Agency on or before June 1, 2014, then
this condition shall be deemed waived.

4. If Purchaser does not terminate this Agreement and acquires title to the
Site, but the conditions of the Site are not in all respects entirely suitable for the use or uses to
which the Site will be put under the terms of this Agreement, then it is the sole responsibility and
obligation of Purchaser without cost or expense to the Successor Agency (subject to the terms of
paragraph b. of this Section 216), to take such action as may be necessary to place the Site in all
material respects in a condition suitable for its development and use in accordance with this
Agreement.

b. Remediation Costs. In the event Purchaser incurs any costs to remove or
remediate any Hazardous Substances from the Site (“Remediation Costs”), the Successor
Agency shall not have any responsibility to pay for Remediation Costs, including those arising
from Pre-existing Site Conditions, except for those arising from the negligence or willful
misconduct of Successor Agency or any of its employees, agents or contractors, if any.

C. Conveyance of Site. The Site shall be conveyed to Purchaser in an *as is”
physical condition, with no warranty, express or implied by the Successor Agency as to the
presence of Hazardous Substances, or the condition of the soil (or water), its geology or the
presence of known or unknown seismic faults.

d. Waiver and Release. Subject to paragraphs a. and b. of this Section 216, from and
after the Effective Date of this Agreement, Purchaser hereby waives, releases and discharges the
Successor Agency, the City, and their respective elected officials, officers, representatives,
agents, employees, contractors and attorneys, from any and all present and future claims,
demands, suits, legal and administrative proceedings, and from all liability for damages, losses,
costs, liabilities, fees and expenses (including, without limitation, attorneys’ fees) arising out of
or in any way connected with the use, maintenance, ownership or operation of the Site or any
portion thereof, any Hazardous Substances on the Site or the existence of Hazardous Substances
contamination in any state on the Site, however the Hazardous Substances came to be placed
there, except that arising out of the negligence or willful misconduct of any of the Indemnified
Parties. Purchaser acknowledges that it is aware of and familiar with the provisions of Section
1542 of the California Civil Code which provides as follows:

“A general release does not extend to claims which the creditor does not know or suspect
to exist in his or her favor at the time of executing the release, which if known by him or
her must have materially affected his or her settlement with the debtor.”
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To the extent of the release set forth in this Section, Purchaser hereby waives and relinquishes all
rights and benefits which it may have under Section 1542 of the California Civil Code.

e. Environmental Indemnity. From and after the Closing, Purchaser shall defend,
indemnify and hold harmless the Indemnified Parties in accordance with the Environmental
Indemnity substantially in the form of Attachment No. 10 to this Agreement, which is
incorporated herein by this reference. As a condition to the Phase 1 Closing, Purchaser shall
execute and deliver to Successor Agency the Environmental Indemnity as to the Site.

f. Site Preparation.

Prior to the Close of Escrow, without cost to Purchaser, Successor Agency shall prepare
the Site for development. Such site preparations (“Site Preparation”) shall consist of the
following:

1) Complete demolition and removal to the surface elevation of the adjoining
ground of all existing buildings, other structures and Improvements including the removal all
asphalt concrete, concrete, bricks, lumber, pipes, equipment and other material, as well as
complete removal of the palm trees currently located on the Site, and all debris and rubbish
resulting from such demolition.

(2 Complete removal of all subsurface improvements, foundations, building
walls, slabs, basements, tanks and abandoned utilities on the Site, except to the extent Purchaser
allows any of the same to remain.

3) Disconnection, capping and removal of utility lines, installations, facilities
and related equipment within or on the Property.

All of items (1) through (3) inclusive shall be completed prior to the Close of Escrow.

SECTION 217 Preliminary Work by Purchaser

a. Until the Close of Escrow, representatives of Purchaser shall at all reasonable
times have the right of access to and entry upon the Site, for the purpose of obtaining data and
making surveys and tests necessary to carry out this Agreement and to perform work on the Site
specifically approved by the Successor Agency Executive Director or designee, subject to and in
accordance with a Right of Entry Agreement substantially in the form attached to this Agreement
as Attachment No. 18, which is incorporated herein by this reference.

b. To the extent permitted by law, Purchaser shall protect, defend, indemnify and
hold the Indemnified Parties harmless from and against any and all claims asserted or liability
established for damages or injuries to any person or property, including injury to Purchaser’s
officers, employees, invitees, guests, agents or contractors, which arise out of or are in any
manner directly or indirectly connected with any work or activity of Purchaser, its officers,
employees, invitees, guests, agents and contractors permitted pursuant to Section 217.a. of this
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Agreement, above (excluding any such matter arising out of the mere discovery by Purchaser of
a Pre-existing Site Condition), and all expenses of investigating and defending against same,
including, without limitation, attorneys’ fees and costs. The foregoing defense, indemnification
and hold harmless obligations shall not apply to the proportional extent that the matter giving
rise to such claims, liability, damages or injuries is due to the negligence or willful misconduct of
any of the Indemnified Parties. If the Successor Agency, on behalf of the Indemnified Parties, in
good faith, determines that its(their) interests are not adequately protected by being provided a
defense by Purchaser, Successor Agency may, on behalf of the Indemnified Parties, at its
election, conduct the defense or participate in the defense of any claim related in any way to this
indemnification. If the Successor Agency makes the foregoing election to conduct its own
defense or obtain independent legal counsel in defense of any claim related to this
indemnification, then Purchaser shall pay all of the costs related thereto, including, without
limitation, reasonable attorneys’ fees and costs. In connection therewith, the reasonable value of
services provided by in-house counsel shall be calculated by applying an hourly rate
commensurate with the prevailing market rates charged by attorneys in private practice for such
services. The foregoing defense and indemnification obligations shall survive the termination of
this Agreement and shall continue to remain in effect after any or all of the following events:
Closing, Completion and recordation of any Release of Construction Covenants.

SECTION 218 Interim Restrictions

From the Effective Date of this Agreement until the Close of Escrow, the Successor
Agency shall not (i) bring, use, release or dispose of, or permit to be brought, used, released or
disposed of, any Hazardous Substances on the Site without the prior written consent of
Purchaser, (ii) impose or permit the imposition of any lien, encumbrance or restriction on the
Site (other than Approved Title Conditions), (iii) enter into any agreement affecting the Site
which would survive the Closing (other than those contemplated by this Agreement) except as
required by applicable law or (iv) lease any portion of the Site without the prior written consent
of Purchaser. Successor Agency shall maintain the Site in a safe and secure condition, and shall
not permit any use of the Site without Purchaser’s prior written consent

SECTION 219 Public Improvements

a. Public Improvements. The Public Improvements shall consist of the design,
permitting, construction and installation of the work reflected on the approved construction
drawings for the Public Improvements, including without limitation, the following, all of which
shall meet all applicable City standards:

1. The intersection improvements at Delaware, Palm and State Route 75 (the
“Highway 75 Access Improvements”) including, without limitation, the
following;

€)) Removal of existing median and pavement between Palm Avenue
and Site entrance;
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(b) Removal of existing curb/gutter, median and pavement along
southern side of Palm Avenue, between 7" Avenue and State
Route 75;

(©) Construction of new curb/gutter, pavement and median on Palm
Avenue between 7" Avenue and State Route 75;

(d) Installation of landscaping and irrigation and storm water treatment
“garden”, which shall be an ongoing maintenance obligation of
Purchaser before and after acceptance of the remainder of the
Public Improvements by the City;

(e) Installation of new street lights; and

()] Any other Cal-Trans requirements relating to the Public
Improvements.

2. Moving of traffic signals and interconnection of traffic signals and
construction of curbs, gutters, sidewalks and landscaping on Palm Avenue
and 9" Street;

3. All existing and proposed utilities within the boundary of the Site, or
within any right-of-way abutting the boundary shall be placed
underground (conversion) to the reasonable satisfaction of the City Public
Works Director. Purchaser is responsible for complying with the
requirements and make such arrangements with each serving and impacted
utility company for the conversion or additional installation of such
facilities (the “Underground Utilities”);

4. Removal and replacement of the concrete alley at the south end of the Site
to the reasonable satisfaction of the City Public Works Director, including
the adjustment to grade and/or replacement of all utility covers in such
alley. The work shall also include combining and reconfiguring the
vehicular access point to the alley and parking access on 9th Street to the
satisfaction of the City Public Works Director. The concrete section shall
be designed to support the imposed load of fire apparatus to withstand a
minimum 95,000 pound vehicle load (“Alley Improvements”); and

5. The existing traffic signal pole signaling left turns from Westbound Silver
Strand Boulevard to Palm Avenue shall be removed and replaced to the
reasonable satisfaction of the City Public Works Director (“New Traffic
Signal™).

Intentionally omitted.
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C. Payment for Public Improvement Costs. Subject to the conditions precedent set
forth in Sections 219.e., f. and h., below, Successor Agency shall pay, or cause the City to pay, to
or for the benefit of or reimburse Purchaser for the cost of designing, permitting, constructing
and installing the Public Improvements described in this Section 219.c., below (the “Public
Improvement Costs”) and costs for Site Preparation Design Work, not to exceed the amount
described in this Section 219.c., solely from the Series 2010 Bond Proceeds, but in no event
more than the sum of $2,200,000 (the “Public Improvement Funds”) for the Public
Improvements described in Section 219.a.1., above and costs for Site Preparation Design Work.
Prior to the Effective Date, Successor Agency has incurred and disbursed to Project design
consultants the sum of $40,768.43 (the “Disbursed Funds™), which is a portion of the Public
Improvement Funds, for the preparation of plans for the Public Improvements. For purposes of
this Agreement, the amount of the Public Improvement Funds remaining after disbursement of
the Disbursed Funds, $2,159,231.57, shall be referred to as the “Remaining Public Improvement
Funds”. The Successor Agency shall disburse (or cause the City to disburse) the Remaining
Public Improvement Funds as follows:

1. Successor Agency’s obligation shall be to first reimburse Purchaser, from
the Remaining Public Improvement Funds, for the cost to construct the
Highway 75 Access Improvements.

2. Upon completion of construction of the Highway 75 Access
Improvements, Purchaser shall provide to the Successor Agency
Executive Director a written certification that all costs for the completion
of the Highway 75 Access Improvements have been paid in full.

3. To the extent any portion of the Remaining Public Improvement Funds
remains available after paying the costs for the Public Improvements listed
in Section 219.a.1., above, (such portion being referred to as the “Excess
Funds™), the Successor Agency shall disburse such Excess Funds to the
extent necessary to pay or reimburse Purchaser for the cost of the Public
Improvements described in paragraphs 2 through 5 of Section 219.a.,
above, in accordance with the procedures set forth in the Public
Improvement Disbursement Agreement. Escrow Agent shall remit to
Successor Agency any Excess Funds remaining after paying for all the
Public Improvements listed in Section 219.a.

d. Right to Defer Some Public Improvements. Upon written notice to the Successor
Agency Executive Director not later than thirty (30) days prior to the Scheduled Phase 1 Closing
Date, Purchaser may defer until the Phase 2 Closing the construction of the Public Improvements
described in paragraph a.3 (Underground Utilities), a.4 (Alley Improvements) and a.5 (New
Traffic Signal) of this Section 219.

e. Conditions Precedent to Disbursement of Remaining Public Improvement Funds.
Except for the costs to be paid with the Initial Deposit described in paragraph f. of this Section
219, below, Successor Agency shall have no obligation to pay to or on behalf or, or reimburse,
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Purchaser for the cost of Public Improvements unless and until all of the following conditions
shall have been satisfied:

1.

Public Improvement Budget. Purchaser shall have prepared and submitted
to the Successor Agency Executive Director, and the Successor Agency
Executive Director shall have approved, a line item budget for the Public
Improvement Costs (the “Public Improvement Budget”) setting forth all
eligible costs and expenses for the planning, construction and installation
of the Public Improvements. The Public Improvement Budget shall not
include any amounts to be paid to Purchaser or any Affiliate of Purchaser
as a management fee, contractor’s fee or for overhead or general
conditions, regardless of how characterized. The Successor Agency
Executive Director shall approve or disapprove the Public Improvement
Budget within twenty (20) days of a complete submittal. The Successor
Agency Executive Director shall not unreasonably withhold, condition or
delay approval of the Public Improvement Budget. The Public
Improvement Budget may be amended from time-to-time upon the written
approval of the Parties, provided that Successor Agency’s contribution for
the Public Improvements shall not exceed the Remaining Public
Improvement Funds;

Public Improvement Contract. Purchaser and its general contractor shall
have executed the Public Improvement Contract described in Section 208
of this Agreement, approved by the Successor Agency Executive Director;
and

No default. Successor Agency shall determine that Purchaser is not in
default of any material obligation under this Agreement or any related
instrument or agreement.

f. Disbursement.

1.

Not later than five (5) Business Days after the Effective Date, the
Successor Agency shall open a construction escrow account
(“Construction Escrow”) with Wells Fargo Bank or other lending
institution that is mutually acceptable to the Purchaser and Successor
Agency Executive Director (“Escrow Agent”), and deposit into the
Construction Escrow $259,231.57 (the “Initial Deposit”).

As conditions precedent to the disbursement from escrow of any portion
of the Initial Deposit, (i) Successor Agency, Purchaser and Escrow Agent
shall execute a disbursement agreement (“Disbursement Agreement”)
substantially in the form attached to this Agreement as Attachment No. 11,
which is incorporated herein by this reference; (ii) if applicable pursuant
to Section 13 of the Disbursement Agreement, Purchaser shall have
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executed the Assignment(s) of Agreement and Plans and Specifications
(City to Purchaser) substantially in the form attached to the Disbursement
Agreement as Exhibit A and incorporated herein by reference; and (iii)
Purchaser and any applicable architect, engineer or other person or entity
shall have executed an Assignment of Architectural Agreements and Plans
and Specifications (Purchaser to City) substantially in the form attached to
the Disbursement Agreement as Exhibit A and incorporated herein by
reference.

Not later than the date which is five (5) Business Days after the
satisfaction of the conditions precedent set forth in paragraph e. of this
Section 219, above, Successor Agency shall deposit the $1,900,000
balance of the Remaining Public Improvement Funds.

Promptly after the Successor Agency deposits into Escrow the funds
described in paragraph 3 of this Section 219.f., Purchaser shall process the
first application for payment to pay for the cost of the following:

a. Bond. Purchaser shall obtain and pay the premium for a
contractor’s bond (the “Bond”) covering labor, materials and faithful
performance for construction of the Public Improvements in an amount
equal to one hundred percent (100%) of the construction price set forth in
the Public Improvement Contract. Prior to the commencement of
construction of the Public Improvements, the Bond shall have been
approved in writing by the Successor Agency Executive Director as t