Department of Real Estate and Airport
Management

September 1, 2023

Mr. Brad Termini

Legends Venue Management SD, LLC

c/o Midway Rising GP, LLC
700 Second Street
Encinitas, CA 92024

Re:  Percentage Lease between the City of San Diego and Legends Venue Management, SD,
LLC for 3500 Sports Arena Boulevard, San Diego, CA 92110

Dear Brad:

The City of San Diego (City) and Legends Venue Management SD, LLC (Legends) signed a
Percentage Lease on July 27, 2023. This letter confirms that following execution of the Lease, an
error was noted in Section 4.3 Minimum Monthly Rent of the Lease. This letter shall serve as
confirmation that both the City and Legends agree to the modifications shown in strikeout/underline
and initialed in Section 4.3 of the Lease and the attached page 9 of the Lease shall prevail.

All other provisions of the Lease remain unchanged.

Acknowledged and agreed:

Date: 9/6/23

Date: September1,2023

1200 Third Avenue, MS 51-A
San Diego, CA 92101
realestate@sandiego.gov

LEGENDS VENUE MANAGEMENT SD, LLC, a Delaware
limited liability company

Name: Brad TErmini
Title: Authorized Signer

CITY OF SAN DIEGO, a California municipal corporation
By: i —

Name: Penny Maus
Title: Director, Department of Real Estate and Airport Management

T(619) 236-6020
sandiego.gov



4.3 Minimum Monthly Rent. The “Minimum Monthly Rent” shall be as follows:

First Lease Year: $5387 75/ menth $64,653-00/mOllthﬂ‘M mi
Second Lease Year (if any): $5549 38  menth $66,592.29/m0nthmm s
Third Lease Year (if any): $5H-5-86menth $68,590.36/m0nthmw —a

4.4  Sports Arena Events Revenue. LESSEE will pay a fee to CITY for each paid ticket
sold to all non-Tenant Team events (unless such non-Tenant Team event is held by
CITY) at the Sports Arena. The “Tenant Teams™ as of the Effective Date are: (i)
San Diego Gulls (hockey), (i) San Diego Seals (indoor lacrosse), (iii) San Diego
Sockers (indoor soccer), and (iv) San Diego Strike Force (arena football). Ticket
fee payments are payable to CITY by LESSEE annually, contemporaneously with
delivery of the financial statements for each Lease Year under Section 4.9. The fee
payable to CITY for each paid ticket sold to all non-Tenant Team events is:

(a) $2.50 during the First Lease Year;
(b) $3.00 during the Second Lease Year (if Term extended); and
(c) $3.00 during the Third Lease Year (if Term extended).

4.5  Percentage Rent. “Percentage Rent” means and refers to the sum of the monetary
amounts determined by multiplying the percentages shown in the table below by
the amount of Gross Revenue received by LESSEE from the Premises in the
corresponding categories of Gross Revenue shown in the table below:

Percentage of Gross Revenue Business Activities
Twenty Five Percent (25%) Parking Lot Usage
Thirty Percent (30%) Parking Lot Rental
Twenty Five Percent (25%) Swap Meet Usage
Sixty Percent (60%) Naming Rights
Fifty Five Percent (55%) Telecom Usage

LESSEE shall not permit Parking Lot Usage, Parking Lot Rental, Swap Meet
Usage, Naming Rights, or Telecom Usage by third parties, without charging a fair
market value rental or usage charge or naming rights fee, as applicable.

If LESSEE requests any use of the Premises in addition to the Allowed Use, CITY
and LESSEE shall mutually agree upon the Percentage Rent calculation applicable
to such use prior to CITY’s approval of such use, subject to City’s reserved sole
discretion to approve or refuse to approve the requested use.
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CITY OF SAN DIEGO
PERCENTAGE LEASE

BY AND BETWEEN

THE CITY OF SAN DIEGO,

A CALIFORNIA MUNICIPAL CORPORATION

AND

LEGENDS VENUE MANAGEMENT SD, LLC,

A DELAWARE LIMITED LIABILITY COMPANY
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CITY OF SAN DIEGO
PERCENTAGE LEASE
(Legends Venue Management SD, LLC)

THIS CITY OF SAN DIEGO PERCENTAGE LEASE (“Lease”) is entered into by and
between THE CITY OF SAN DIEGO, a California municipal corporation (“CITY™), and
LEGENDS VENUE MANAGEMENT SD, LLC, a Delaware limited liability company
(“LESSEE”), as of the date of approval of this Lease by the San Diego City Attorney as shown on
the signature page of this Lease (“Agreement Date™).

FOR VALUABLE CONSIDERATION, the receipt and sufficiency of which are
acknowledged, CITY and LESSEE agree as follows:

1. PREMISES; USES

1.1 Existing Tenant. LESSEE acknowledges that the Premises are occupied by AEG
Management SD, LLC, a Delaware limited liability company (“Existing Tenant”),
under an existing lease (“Existing Lease”) that is scheduled to expire by its own
terms on July 31, 2024. LESSEE further acknowledges that CITY will not be able
to deliver possession of the Premises to LESSEE until the Existing Lease expires
or terminates and the Existing Tenant (and everyone claiming through the Existing
Tenant) vacates the Premises. If the Existing Tenant (or anyone claiming through
the Existing Tenant) holds over in the Premises beyond July 31, 2024, CITY shall
use reasonable efforts (including commencement and prosecution of summary
proceedings) to terminate such holdover tenancy. Notwithstanding anything to
contrary contained in this Lease, LESSEE agrees that LESSEE shall have no claim
against CITY, and CITY shall have no liability to LESSEE, for any failure or delay
to deliver possession of the Premises under the terms of this Lease on any specific
date and, except as otherwise provided in this Lease, the validity of this Lease shall
not be impaired under such circumstances, nor shall any delay in CITY delivering
possession of the Premises to LESSEE extend the Term. If the Existing Tenant does
not vacate and surrender possession of the Premises to CITY on or before July 31,
2024, upon CITY s recovery of actual and lawful possession of the Premises, CITY
shall provide LESSEE written notice of CITY’s recovery of actual and lawful
possession of the Premises. Notwithstanding anything in this Lease to the contrary,
if CITY is unable to deliver possession of the Premises to LESSEE on or before
September 1, 2024, LESSEE shall have the ri ght to terminate this Lease by written
notice of termination delivered to CITY on or before September 30, 2024, in which
event this Lease shall terminate as of October 1, 2024 and be of no further force or
effect, except for the provisions of this Lease that survive termination of this Lease
by its terms.

1.2 Leasing. As of the Effective Date (defined in Section 2.1), CITY leases to LESSEE
and LESSEE leases from CITY all of that CITY-owned real property improved
with an indoor sports arena facility commonly known as the “Sports Arena” and
currently named “Pechanga Arena San Diego,” located at 3500 Sports Arena
Boulevard, San Diego, California 921 10, generally consisting of an indoor sports
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arena, parking lot, and related facilities, all as more particularly described in
Exhibit A: Depiction of the Premises attached to this Lease (“Premises™). The
Premises excludes the marquee sign located at the southerly portion of the real
property located at 3500 Sports Arena Boulevard.

1.3 Allowed Uses. LESSEE may use the Premises solely and exclusively to operate,
lease, and maintain the Premises to furnish educational, recreational, commercial,
and cultural benefits to the community and for related or incidental purposes
(“Allowed Use™). Any use other than the Allowed Use requires the prior written
approval of CITY in its sole discretion in each instance.

CITY acknowledges the current use of the Premises for, among other things,
athletic contests, music concerts and performances, family shows, charity events,
exhibitions, conventions, swap meets, and parking related to such events, is an
Allowed Use.

1.4 No Modification or Creation of Additional Rights Under ENA. Nothing in this
Lease is intended, nor shall be interpreted or construed, to: (a) be evidence of intent
by either CITY or Midway Rising to'be bound by any terms, conditions, covenants,
restrictions or agreements of, or relating to, a future “Definitive Agreement” (as
defined in the ENA); (b) be a representation or agreement by either party that a
mutually acceptable Definitive Agreement will be agreed upon between CITY and
Midway Rising; (c) impose any obligation on either CITY or Midway Rising to
agree to a Definitive Agreement in the future; or (d) modify, terminate, or create
any additional rights of either CITY or Midway Rising under the ENA. LESSEE
acknowledges and agrees that CITY’s potential approval of any Definitive
Agreement is subject to the retained and reserved sole and absolute discretion of
CITY’s City Council and all legally required public hearings, public meetings,
notices, factual findings and other determinations and procedures required by law.

1.5 Superior Interests. This Lease is subject to all liens, encumbrances, covenants,
conditions, restrictions, reservations, permits, licenses, easements, and rights-of-
way pertaining to the Premises made, entered into, or recorded before the Effective
Date. LESSEE shall obtain all consents and approvals from third parties with
respect to such superior interests as are required to allow LESSEE’s  use of the
Premises in accordance with this Iease.

1.6 Governmental Approvals. By entering into this Lease, neither CITY nor CITY s
City Council is obligating itself to any person regarding any other discretionary
action relating to LESSEE’s occupancy, use, development, maintenance, or ,
restoration of the Premises. Discretionary action includes, without limitation, re-
zonings, variances, environmental clearances, and all other required governmental
approvals. Failure of the CITY or its City Council to approve any plans or grant
any required permits for development or redevelopment of the Premises shall not
give rise to any claim, liability, obligation, or cause of action related to this Lease.
LESSEE shall obtain and maintain throughout the Term all legally required permits
and licenses for the construction of improvements and the operation of its business
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on the Premises including, but not limited to, California Coastal Commission
permits, building permits, and San Diego County food operator license.

1.7 CITY’s Consent, Approval. CITY’s consent or approval under this Lease shall
mean the written consent or approval of CITY’S Mayor, or his or her designee
(collectively, “Mayor™), unless otherwise expressly provided. CITY’s discretionary
acts under this Lease shall be made in the Mayor’s sole discretion, unless otherwise
expressly provided.

1.8 Quiet Possession. LESSEE, so long as it is not in default beyond any applicable
notice and cure periods under this Lease, shall at all times during the Term of this
Lease peaceably and quietly have, hold, and enjoy the Premises.

1.9 Reservation of Rights.

(a) Mineral Rights. CITY reserves all right, title, and interest in and to any and
all subsurface natural gas, oil, minerals, and water on or within the
Premises.

(b) Easements. CITY reserves the right to grant, establish, and use easements
and rights-of-way over, under, along, and across the Premises for utilities,
thoroughfares, or access as it deems advisable for the public good at no cost
or liability to CITY; provided that CITY shall provide written notice to
LESSEE of each such grant, establishment, and use that CITY enters into
on or after the Effective Date.

() Repairs. CITY may at all reasonable times, upon reasonable advance notice
to LESSEE (other than in the event of an emergency, in which case CITY
shall notify LESSEE within two (2) business days following such
emergency arising), enter the Premises for the purpose of making repairs to
or developing municipal water, electrical, sewer, or other utility facilities
on or about the Premises.

(d)  Noninterference. CITY shall not unreasonably interfere with LESSEE’s use
of the Premises for the Allowed Use and such non-interference covenant is
an express condition to the CITY’s exercise of its rights under this Lease,
including Sections 1.8, 1.11, 9.5, and 10.21. CITY shall pay all costs in
connection with the exercise of these reserved rights.

1.10  Competent Management. LESSEE shall provide competent management of the
- Premises to CITY’s reasonable satisfaction. “Competent management” shall mean-
management practices generally considered acceptable within LESSEE’s industry
for the management and operation of facilities similar to the Premises and in
compliance with all applicable local, state, and federal laws, rules, and regulations,
in accordance with generally accepted accounting principles consistently applied

and absent fraud.
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1.11  Political Activities. LESSEE shall not use the Premises to promote, endorse, or
campaign for the nomination or election of any individual to any public office, be
it partisan or nonpartisan or for the adoption or defeat of any ballot measure;
however, LESSEE may allow the temporary use of the Premises by third parties for
such purposes if such third party is paying fair market rent for such use.

1.12 CITY Use. CITY may, upon reasonable advance notice to LESSEE and subject to
availability in LESSEE’s sole discretion, use the portions of the Premises that are
open to the public during normal hours of operation for civic events and special
prograrms, free of charge. After each such use, CITY shall leave the Premises in the
same condition found. Such use by CITY shall be at CITYs sole cost and expense.

1.13  Public Use. The general public shall have access to the portions of the Premises
that LESSEE opens to the general public during LESSEE’s normal hours of
operation. LESSEE shall not wholly or permanently exclude the general public
from the portions of the Premises that LESSEE customarily opens to the general
public during LESSEE’s normal hours of operation. LESSEE may develop
reasonable restrictions for the general public’s use of such portions of the Premises.

2. TERM

2.1 Term. Subject to the terms and conditions of this Lease, LESSEE’s occupancy of
the Premises shall commence (if at all) at 12:00 am on the later of (“Effective
Date”): (a) August 1, 2024; or (b) the day after the date CITY recovers actual and
lawful possession of the Premises from the Existing Tenant and all persons
claiming through the Existing Tenant. Following the occurrence of the Effective
Date, this Lease shall expire at 11:59 pm on December 4, 2026 (“Term”). The sole

.. e member of LESSEE is Midway Rising. The ENA relates to negotiations between
CITY and Midway Rising for the long-term ground lease and redevelopment of
several City-owned properties, including the Premises. The Parties agree and
acknowledge that the Exclusive Negotiation Agreement (“ENA”) entered into
between Midway Rising, LLC, a Delaware limited liability company (“Midway
Rising”), and CITY on December 5, 2022, a copy of which is attached to this Lease
as Exhibit B: Exclusive Negotiation Agreement, contains obligations and
“Milestones” (as defined in the ENA) to be performed or completed by Midway
Rising. If Midway Rising fails to perform or complete its obligations or Milestones
or an “Event of Default” (as defined in the ENA) by Midway Rising occurs under
the ENA, CITY shall have the right to terminate this Lease by providing LESSEE
with written notice of termination of this Lease (“Performance Termination”). In
the case of a Performance Termination, this Lease shall terminate on a date
identified in writing by City, which shall be no sooner than twelve (12) months
after such notice of termination is sent to LESSEE. CITY is only entering into this
Lease with LESSEE because of its relationship to Midway Rising and the pendency
of negotiations between CITY and Midway Rising for the long-term ground lease
and redevelopment of several City-owned properties, including the Premises.
Therefore, if the Negotiation Period under the ENA is extended by the Mayor
beyond the Term, then the Term of this Lease shall automatically be extended to
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2.2

23

2.4

expire on the date the extended Negotiation Period under the ENA expires or is
terminated. After expiration or termination of this Lease, LESSEE shall cooperate
with CITY and any new lessee or operator of the Premises for the orderly transition
of all operations on the Premises to CITY or a new lessee or operator, in CITY’s
sole discretion. Also, if the Effective Date occurs on or after expiration or
termination of the Negotiation Period under the ENA, this Lease shall be void and
of no force or effect without any action by or notice to either CITY or LESSEE.
Further, notwithstanding anything to the contrary in this Lease, under no
circumstances shall the Term expire later than the third (3" anniversary of the
Effective Date.

Lease Year. “First Lease Year” means and refers to the time period starting on the
Effective Date and ending on December 4, 2024. If the Term is extended beyond
December 4, 2024, under Section 2.1, “Second Lease Year” means and refers to the
time period starting on December 5, 2024, and continuing until December 4, 2025,
If the Term is extended beyond December 4,2025, under Section 2.1, “Third Lease
Year” means and refers to the time period starting on December 5, 2025, and
continuing until December 4, 2026. “Lease Year” means and refers to, individually,
the First Lease Year, the Second Lease Year, or the Third Lease Year, as applicable,
to the extent such time period is commenced under the terms of this Lease.

Holdover. Any holding over by LESSEE after the expiration or earlier termination
of this Lease shall not be considered a renewal or extension of this Lease. The
occupancy of the Premises after the expiration or earlier termination of this Lease
shall constitute a month-to-month tenancy, and all other terms and conditions of
this Lease shall continue in full force and effect.

Surrender of Premises. Upon the expiration or earlier termination of this Lease,
LESSEE shall vacate the Premises and surrender the Premises to CITY free and
clear of all liens and encumbrances caused by or at the direction of LESSEE unless
approved in writing by CITY at the time the lien or encumbrance was created, and
in a decent, safe, and sanitary condition. At any time after the expiration or earlier
termination of this Lease, LESSEE shall prepare, execute, and deliver to CITY,
within thirty (30) days after CITY s request, a valid and recordable termination of
memorandum of lease with respect to this Lease and the Premises. If LESSEE fails
or refuses to prepare, execute, or deliver such termination, CITY may prepare and
record a notice reciting LESSEE’s failure to prepare, execute, or deliver such
termination, and the notice shall be deemed conclusive evidence of the termination
of this Lease and all of LESSEE’s rights in and to the Premises.

3.  OPERATIONS ON THE PREMISES

3.1

Operation of Facilities. Subject to force majeure events (as defined in Section 3.1
(a) below) and reasonable closure for repair or restoration, LESSEE shall conduct
its business and operate the Premises diligently and continuously and without
interruption during normal hours of operation during the Term with the intent of

- reasonably maximizing Gross Revenue (defined in Section 4.2). LESSEE shall
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notify CITY in advance if any closure of all or any part of the Premises will
continue for more than one week (other than in the event of an emergency, in which
case LESSEE shall notify CITY within two (2) business days following such
emergency arising). LESSEE shall conduct its business and operate the Premises
in conformity with all applicable laws, rules, and regulations. LESSEE shall ensure
that the type and quality of all food-handling services furnished by LESSEE, or its
licensees, contractors or subcontractors, at all times satisfies all the conditions and
requirements of the “A” Card issued by the San Diego County Health Department
to operators of food-handling establishments.

(a) Force Majeure. For purposes of Section 3.1 of this Lease, “force majeure
event” shall mean an event beyond LESSEE’s reasonable control,
including, without limitation, strikes or other labor difficulties,
unavailability or scarcity of materials or labor, war, riot, civil insurrection,
accidents, and material adverse weather conditions and acts of God, but not
including delays attributable to LESSEE obtaining necessary governmental
permits and approvals (including building permits or certificates of
occupancy). In no event does any force majeure event excuse LESSEE from
the obligation to pay any amount of money becoming due under this Lease
at any time.

3.2 Trash and Refuse. LESSEE shall, at its sole cost and expense, provide covered
containers on the Premises to receive trash and refuse generated on the Premises.
LESSEE shall ensure that refuse containers are emptied on a regular basis and shall
prevent refuse containers from overflowing or creating unhealthful, unsightly, or
unsanitary conditions. LESSEE shall ensure that the contents of all refuse
containers on the Premises are disposed of at authorized landfills or other garbage
reception areas, as provided under applicable law at the time of refuse collection.

3.3  Restriction on Food Containers. LESSEE and its licensees, contractors,
subcontractors, operators, or concessionaires shall not provide to guests, invitees,
and/or customers any prepared, takeout or supplied/resale food in polystyrene
foam, nor shall LESSEE or LESSEE’s licensees, contractors, subcontractors,
operators, or concessionaires obtain or keep any such customer food packaging at
or on the Premises. LESSEE’s and its licensees’, contractors’, subcontractors’,
operators’, or concessionaires’ food packaging for all food shall be recyclable
plastic or recyclable paper, and LESSEE shall deliver to CITY, upon request,
evidence of such in the form of paid invoices for the purchase of recyclable plastic
or recyclable paper containers in amounts sufficient to indicate compliance with
this section. Post-consumer recycled plastic or recycled paper is preferred for all
customer food packaging related to the use and operation of the Premises. No
biodegradable or compostable packaging is to be used by the LESSEE or
LESSEE’s licensees, contractors, subcontractors, operators, or concessionaires in
lieu of recyclable plastic or recyclable paper, except with the prior written approval
of CITY’s Environmental Services Department. “Prepared food” means all food or
beverages prepared on the Premises for immediate consumption at the Premises or
elsewhere in the Premises. “Takeout food” means all food or beverages to be
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consumed off the Premises. “Supplied/Resale food” means food or beverages
supplied by a third party to the LESSEE or LESSEE’s licensees, contractors,
subcontractors, operators, or concessionaires for either preparing food or beverages
onsite or direct sell. “Food packaging” means all bags, sacks, wrapping, containers,
bowls, plates, trays, cartons, cups, straws, and lids which are not intended for reuse,
and on or in which any prepared food or takeout food is provided on or from the
Premises. LESSEE and its licensees, contractors, subcontractors, operators or
concessionaires shall also limit their distribution of plastic bags to their customers.

3.4 Alcohol. No alcohol or alcoholic beverages may be served on the Premises unless
LESSEE or its licensees, contractors, subcontractors, operators, and
concessionaires have first obtained all permits and licenses required to serve
alcohol at the respective location(s). LESSEE shall provide to CITY a complete
copy of all required permits and licenses allowing alcohol to be served on the
Premises prior to serving alcohol or alcoholic beverages. LESSEE and its licensees,
contractors, subcontractors, operators, and concessionaires shall comply with all
terms, conditions and restrictions of serving alcohol on the Premises contained
within the required permits and licenses at all times.

(a) LESSEE’S Responsibility. LESSEE shall bear full responsibility for
compliance with all alcohol laws and permit conditions whenever LESSEE
or its licensees, contractors, subcontractors, operators, or concessionaires
obtain permission to serve alcohol on the Premises. All state and local
regulations regarding the consumption of alcohol must be followed at all
times on the Premises, at LESSEE’s sole risk and cost.

35 Music. LESSSEE and its licensees, contractors, subcontractors, operators, and
concessionaires shall only perform music for which LESSEE (or its licensees,
contractors, subcontractors, operators, and concessionaires) has obtained a “non-
dramatic” performance license from ASCAP, Broadcast Music, Inc., SESAC, or
any other required musical industry licensing entity (each, a “Music Licensing
Entity”). For a list of approved music and artists, LESSEE may contact each Music
Licensing Entity. It shall be LESSEE’s sole responsibility to ensure it only performs
music for which LESSEE (or its licensees, contractors, subcontractors, operators,
and concessionaires) has obtained a valid music performance license from each
appropriate Music Licensing Entity. LESSEE shall ensure that (1) CITY is named
in each license; (2) the Premises is identified in each license; and (3) LESSEE has
provided CITY with a fully executed copy of the license before the performance of
the subject music.

3.6  Equipment. LESSEE shall ﬁirnish all equipment n.ecessar‘}" for the opera”fiﬁoiﬁ of the B
Premises in conformity with this Lease at LESSEE’s sole cost and expense.

3.7 Security and Safety of Premises. As between CITY and LESSEE, LESSEE shall
bear sole responsibility for the security and safety of the Premises affected by or
relating to the Allowed Use during the Term, including for the maintenance,
cleanup, and securing of the Premises daily, as appropriate to ensure security and
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safety. LESSEE shall comply with all applicable laws, rules, regulations, and
directives of governmental authorities with jurisdiction over the Premises with
respect to the security and safety of the Premises, at LESSEE’s sole cost and
expense. CITY has no obligation to provide oversight of the Allowed Use or
staffing or resources for the Allowed Use at the Premises during the Term.

4. RENT

4.1  Rent. LESSEE shall pay annual rent (“Rent”) to CITY in the amount of the greater
of: (2) the Percentage Rent (defined in Section 4.5); or (b) the total Minimum
Monthly Rent (defined in Section 4.3) for the Lease Year (defined in Section 2.2).
Minimum Monthly Rent shall be paid monthly on or before the 30™ day of each
calendar month during the Term. Any Percentage Rent due for a particular Lease
Year in excess of the total Minimum Monthly Rent for that Lease Year will be paid
as set forth in Section 4.9.

4.2 Gross Revenue. “Gross Revenue” shall mean all revenue derived by LESSEE from
the following sources: (i) subtenants, operators, licensees, or concessionaires on the
Premises: (ii) usage of the parking lots on the Premises during Sports Arena events
(“Parking Lot Usage™), (iii) rental of the parking lots on the Premises other than
usage of the parking lots on the Premises during Sports Arena events (“Parking Lot
Rental”), (iv) usage of the Premises to conduct Kobey’s swap meet (“Swap Meet
Usage”), (v) usage of the Premises to install and operate wireless
telecommunication equipment for the benefit of third parties (“Telecom Usage”),
and (vi) naming rights of the Sports Arena (“Naming Rights™). Possessory interest
taxes or other property taxes shall not be deducted in computing Gross Revenue.
Notwithstanding the foregoing, Gross Revenue shall not include: (a) federal, state,
or municipal taxes collected from consumers (regardless of whether such amount
is stated to the consumer as a separate charge) and paid periodically by LESSEE to
a governmental agency and accompanied by a tax return or statement as required
by law; (b) refunds for goods returned for resale on the Premises or refunds of
deposits; (c) goods returned to sources; (d) sums and credits received in the
settlement of claims for loss of or damage to merchandise, to the extent previously
reported as Gross Revenues; (e) cash refunds made to customers in the ordinary
course of business; (f) interest, service or sales carrying charges, or other charges,
however denominated, paid by customers for extension of credit on sales and where
not included in the merchandise sales price; (g) receipts from public telephones,
stamp machines, public toilet locks, or vending machines installed solely for use by
LESSEE’s employees; (h) sales of fixtures, equipment, or property which are not
stock in trade; (i) gift certificate or like vouchers until such time as the same shall
have been converted into a sale by redemption; (j) advertising revenue received for
advertising, signage and other marketing materials inside the Premises, excluding
trade signage; (k) security deposits; (1) condemnation awards; and (m) insurance
proceeds. LESSEE shall clearly indicate the amount attributable each Lease Year
to each Gross Revenue exclusion category in its financial statements delivered to
CITY under Section 4.9, :
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4.3 Minimum Monthly Rent. The “Minimum Monthly Rent” shall be as follows:

First Lease Year: $5,387.75/ month
Second Lease Year (if any): $5,549.38/ month
Third Lease Year (if any): $5,715.86/ month

4.4 - Sports Arena Events Revenue. LESSEE will pay a fee to CITY for each paid ticket

~ sold to all non-Tenant Team events (unless such non-Tenant Team event is held by

CITY) at the Sports Arena. The “Tenant Teams” as of the Effective Date are: (1)

San Diego Gulls (hockey), (ii) San Diego Seals (indoor lacrosse), (iii) San Diego

Sockers (indoor soccer), and (iv) San Diego Strike Force (arena football). Ticket

fee payments are payable to CITY by LESSEE annually, contemporaneously with

delivery of'the financial statements for each Lease Year under Section 4.9, The fee
payable to CITY for each paid ticket sold to all non-Tenant Team events is:

(a) $2.50 during the First Lease Year;
(b) $3.00 during the Second Lease Year (if Term extended); and
(c) $3.00 during the Third Lease Year (if Term extended).

4.5  Percentage Rent. “Percentage Rent” means and refers to the sum of the monetary
amounts determined by multiplying the percentages shown in the table below by
the amount of Gross Revenue received by LESSEE from the Premises in the
corresponding categories of Gross Revenue shown in the table below:

Percentage of Gross Revenue Business Activities
Twenty Five Percent (25%) Parking Lot Usage
Thirty Percent (30%) Parking Lot Rental
Twenty Five Percent (25%) Swap Meet Usage
Sixty Percent (60%) Naming Rights
Fifty Five Percent (55%) Telecom Usage

LESSEE shall not permit Parking Lot Usage, Parking Lot Rental, Swap Meet
Usage, Naming Rights, or Telecom Usage by third parties, without charging a fair
market value rental or usage charge or naming rights fee, as applicable.

If LESSEE requests any use of the Premises in addition to the Allowed Use, CITY
and LESSEE shall mutually agree upon the Percentage Rent calculation applicable
to such use prior to CITY s approval of such use, subject to City’s reserved sole
discretion to approve or refuse to approve the requested use.

PERCENTAGE LEASE - Sports Arena -9



4.6 Unauthorized-Use Charge. LESSEE shall pay CITY one hundred percent (100%)
of the gross receipts from any use of the Premises that is not an Allowed Use. Such
unauthorized use charge shall be payable to CITY within thirty (30) days after
LESSEE receives such gross receipts. The unauthorized use charge shall be
considered part of “Rent” under this Lease, and shall be subject to all costs and
penalties for delinquent Rent payments under this Lease. The existence of such
unauthorized use charge and CITY s acceptance of any gross receipts amounts from
an unauthorized use shall not constitute CITY’s authorization for the use and shall
not waive any of CITY’s rights under this Lease.

4.7 Time and Place of Payment. All Rent payments shall be made payable to the City
Treasurer and mailed to:

The Office of the City Treasurer
City of San Diego '
P.O. Box 129030

San Diego, California 92112-9030

or hand-delivered to:

The Office of the City Treasurer
Civic Center Plaza

1200 Third Avenue, First Floor
San Diego, California 92101

CITY may change the place of payment at any time upon thirty (30) days’ prior
written notice to LESSEE. Mailed payments shall be deemed paid upon the date
the payment is postmarked by the postal authorities. If postmarks are illegible, the
payment shall be deemed received only upon actual receipt.

4.8 Records. LESSEE shall keep or cause to be kept, in all material respects, true,
accurate, and complete books, records, and accounts of all financial transactions in
the operation of LESSEE’s business conducted on the Premises, and all financial
transactions resulting from LESSEE’s use of the Premises using generally accepted
accounting principles consistently applied, including double-entry books, a profit-
and-loss statement, and a balance sheet, making it possible at all times to determine
Gross Revenue. The records shall be supported by source documents such as sales
slips, daily cash register tapes, purchase invoices, or other documents (which may
be in electronic form) as necessary to allow CITY to verify Gross Revenue. All
retail sales or charges shall be recorded by means of cash registers or other
comparable devices which display to the customer the amount of the transaction
and automatically issue a paper or electronic receipt. Such registers or other devices
shall record sales totals and other transaction numbers and sales details, and shall
not be re-settable. Registered totals shall be read and recorded at the beginning and
end of each business day. All sales and charges may be recorded by a system other
than cash registers or other comparable devices, provided such system is approved
by CITY.
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4.9  Financial Statements. Within sixty (60) days after the end of each Lease Year,
LESSEE shall, at its sole cost and expense, deliver to CITY a statement of annual
Gross Revenue and the corresponding amount of Rent paid to CITY for the Lease
Year. Such statements shall be prepared using generally accepted accounting
principles consistently applied, with revenue categorized by source, and deductions
categorized by type. Each such statement shall be signed by an officer, general
partner, managing member, or principal of LESSEE attesting to the fact that such
statements present fairly, in all material respects, results of LESSEE’s operations
at the Premises, which shall be legally binding upon LESSEE. LESSEE shall
comply with all reasonable requests by CITY to modify the form of such financial
statements. LESSEE shall provide such additional information reasonably
requested by CITY regarding the operation of LESSEE’s business conducted on
the Premises, and all financial transactions resulting from LESSEE’s use of the
Premises to the extent relevant to the determination or verification of Gross
Revenue. If the total Minimum Monthly Rent paid to CITY by LESSEE during the
Lease Year covered by such financial statement is less than the Percentage Rent
due to CITY from LESSEE for such Lease Year under this Lease, LESSEE shall
pay to CITY the amount by which the Percentage Rent due for the Lease Year
exceeds the total Minimum Monthly Rent paid to CITY for the Lease Year
contemporaneously with delivery of such financial statement to CITY.

4.10  CITY’s Right to Inspect and Audit. LESSEE shall keep all of its books of account,
records, and supporting documentation regarding the operation of LESSEE’s
business conducted on the Premises, throughout the Term and for, at least, five (5)
years after the expiration or termination of this Lease (“Audit Term”). LESSEE
shall make such books, records, and documentation available for inspection and
audit by CITY upon reasonable prior notice in one location within the County of
San Diego, California. CITY may, at any time during the Audit Term and without
the need for cause, upon reasonable prior notice, conduct an audit of LESSEE’s
books, statements, documents, records, and financial data to the extent relevant to
the determination or verification of Gross Revenue. LESSEE shall maintain
separate books and records related to LESSEE’s use of the Premises. Upon
reasonable prior notice, CITY may inspect and audit the operation of LESSEE’s
business and all other business activities conducted on the Premises, and all
financial transactions resulting from LESSEE’s use of the Premises as CITY may
deem necessary, in its sole reasonable discretion, to protect CITYs rights under
this Lease. If required by competent legal authority, LESSEE shall promptly deliver
to CITY, at CITY s reasonable request and at LESSEE’s sole cost and expense, any
and all data reasonably needed to fully comply with such authority’s requirements
related to the operation of LESSEE’s business and all other business activities
conducted on the Premises, and all financial transactions resulting from LESSEE’s
use of the Premises.

4.11  Audit Cost. The full cost of each CITY audit shall be borne by CITY, unless one
or both of the following conditions exists, in which case LESSEE shall reimburse
CITY for all costs of the audit:
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4.12

(a) If an audit reveals an underpayment of Rent of more than five percent (5%)
on an annual basis, calculated as the difference between the Rent reported
as payable by LESSEE and the Rent payable as determined by the audit
absent manifest error; or

(b) LESSEE failed to maintain in all material respects true, accurate, and
complete books, records, accounts, and supporting source documents as
required by this Lease.

Any Rent deficiency determined by the audit (absent manifest error) shall be
delinquent Rent, subject to all penalties and remedies provided to CITY for
delinquent Rent under this Lease. CITY shall credit any overpayment determined
by the audit, without interest, against future Rent due under this Lease. If no future
Rent will become due under this Lease, CITY shall refund to LESSEE any
overpayment determined by the audit, without interest, within sixty (60) days after
CITY’s certification of the audit.

Delinquent Payments. If LESSEE fails to make any payment under this Lease when
due and such failure continues for five (5) business days after CITY provides
written notice to LESSEE of such failure, LESSEE shall pay to CITY, in addition
to the unpaid amount, five percent (5%) of the unpaid amount, which shall be
additional Rent. If any amount of such payment remains unpaid fifteen (15) days
after being due, LESSEE shall pay to CITY an additional five percent (5%) of the
unpaid amount [being a total of ten percent (10%)], which shall be additional Rent.
Notwithstanding the foregoing, in no event shall the charge for late payment of
Rent be less than Twenty-Five Dollars ($25). After thirty (30) days past due, unpaid
amounts due CITY under this Lease may be referred to the CITY’s City Treasurer
for collection and shall be subject to San Diego Municipal Code section 22.1707,
as may be amended from time to time. LESSEE shall pay to CITY any collection-
referral fee and all other fees and charges plus interest as may then be charged by
the CITY’s City Treasurer under authority of the San Diego Municipal Code.
Acceptance of late charges and any portion of the late payment by CITY shall
neither constitute a waiver of LESSEE’s breach or default with respect to the late
payment nor prevent CITY from exercising any other rights and remedies available
at law or in equity. As required by law, LESSEE is notified that a negative credit
report may be submitted to a credit reporting agency if amounts due CITY under
this Lease are not paid when due after the expiration of all applicable notice and
cure periods.

5. . ENCUMBRANCES; ASSIGNMENT & SUBLETTING

5.1

Leasehold Encumbrances. LESSEE shall not encumber the Lease, its interest in
the Lease, or any improvements on the Premises by deed of trust, mortgage, chattel
mortgage, or other security instrument without the CITY s prior written consent
which may be given, withheld, or conditioned in CITYs sole discretion.

PERCENTAGE LEASE - Sports Arena -12



5.2 Assignment and Subletting. LESSEE shall not assign this Lease or any interest in
this Lease, and shall not sublet the Premises or any part of the Premises without
CITY’s prior written consent, which consent shall not be unreasonably withheld,
delayed, or conditioned. Any such consent shall not be deemed consent to any
subsequent assignment or subletting. Neither this Lease nor any interest in it shall
be assignable, as to LESSEE’s interest, by operation of law, without CITY s written
consent. “Assignment” for the purposes of this section shall include, without
limitation, the transfer of any interest in this Lease and a change in control of
LESSEE. “Control” means the possession, directly or indirectly, of the power to
direct or cause the direction of the management or policies of a person, whether
through the ability to exercise voting power, by contract, or otherwise.

5.3  Consent Conditions. Without limiting CITY’s discretion to consent or refuse
consent to any sublease, as a condition to CITY consenting to any sublease, the
sublease must expressly state that it is subject and subordinate to each and every
provision of this Lease. CITY approval of any assignment shall be conditioned
upon the assignee agreeing in writing that it will assume all the obligations of
LESSEE under this Lease arising on or after the date of assignment. :

5.4  Charter Section 225. Pursuant to San Diego City Charter section 225, LESSEE and
each of its assignees shall disclose to CITY the names and identities of all natural
persons who own more than 10% of LESSEE, each assignee, sublessee, and
licensee.

5.5 Additional Consideration to CITY. If this Lease is assigned, or a majority of the
Premises are subleased, or this Lease is security for any financing obtained by
LESSEE or a subtenant (if allowed), LESSEE shall pay to CITY an amount equal
to: (a) for assignments, two percent (2%) of the gross amount paid for the leasehold;
and (b) for majority subleases, two percent (2%) of all amounts paid to LESSEE in
consideration of such sublease in excess of Rent due from LESSEE to CITY for the
applicable portion of the Premises; and (c) in the case of a loan refinancing, two
percent (2%) of the amount of any new loan exceeding the payoff balance of the
old loan plus, if applicable, the cost of new permanent improvements constructed
on the Premises required or allowed under this Lease. The amount upon which such
two percent (2%) payments shall be based shall be the total consideration resulting
from the transaction, including, without limitation, all cash payments and the
market value of non-cash consideration, including, without limitation, stocks,
bonds, deferred payments, secured and unsecured notes, and forbearances
regarding claims and judgments. Prior to CITY’s consent to any assignment,
majority subletting, or refinancing;- LESSEE shall deliver to- CITY a written
statement of all sums due and owing to CITY from LESSEE under the provisions
of this section, together with an acknowledgment from the proposed assignee,
sublessee, or the refinancing source of the amount due CITY. The additional
consideration payable to CITY for each assignment and/or refinancing shall be paid
concurrently with the closing of the proposed transaction. For majority subleases,
such additional consideration shall be payable to CITY when accrued regardless of
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actual receipt by LESSEE. The applicable two percent (2%) payment required by
this section shall not apply to:

(a) an assignment or transfer of a beneficial interest in the leasehold resulting
from devise, bequest, intestate succession, or by operation of law for the
benefit of the spouse or descendants of the individual who Controls
LESSEE; or

(b) an assignment that is part of a corporate transaction, such as a merger or
asset sale, involving LESSEE or any entity that Controls LESSEE.

6. DEFAULT AND REMEDIES

6.1  Default. LESSEE shall be in default of this Lease if any of the following events
occurs:

(a) LESSEE fails to make any payment required under this Lease when due and
such failure continues for five (5) business days after receipt of written
notice from CITY of such failure;

(b) LESSEE does not perform any of its obligations under this Lease when due,
other than payment of money, and fails to perform the obligation(s) within
thirty (30) days following written notice of the performance failure from
CITY, or if not curable within thirty (30) days, fails to commence to perform
the obligation(s) within thirty (30) days and diligently perform the
obligation(s) to completion;

(c) LESSEE voluntarily files, or involuntarily has filed against it and does not
cause such involuntary petition to be dismissed within ninety (90) days after
such involuntary petition is filed, any petition under any bankruptcy or
insolvency act or law;

(d) LESSEE is adjudicated a bankrupt; or
(e) LESSEE makes a general assignment for the benefit of creditors.

6.2  Remedies. If LESSEE defaults under this Lease and does not cure the default
within the applicable cure period (“Event of Default”), then CITY shall, at CITY s
option, in CITYs sole discretion, have all the following remedies, all cumulative
(so exercise of one remedy shall not preclude exercise of another remedy), in

addition to such other remedies as may be available at law; in equity, or under any - -

other provision of this Lease:

(a) Termination of LESSEE’s Rights; Conditional Limitation. CITY may serve
upon LESSEE a 15-day Notice of termination of this Lease. Upon the
expiration of such 15-day period, this Lease and the Term shall
automatically, and without further action by any person, terminate, expire,
and come to an end, by the mere lapse of time, as fully and completely as if
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the expiration of such 15-day period were the expiration date of the Term.
The passage of such 15-day period constitutes the limit beyond which
LESSEE’s tenancy no longer exists. LESSEE shall then quit and surrender
the Premises to CITY in accordance with this Lease but remain liable as this
Lease provides. It is a conditional limitation- of this Lease that the Term
shall terminate and expire as set forth in this Section 6.2(a). This Section
6.2(a) is intended to establish a conditional limitation and not a condition
subsequent.

(b)  Recovery of Damages Following Termination. If LESSEE’s right to
possession of the Premises is terminated by CITY following the occurrence
of an Event of Default, this Lease shall also terminate on the date on which
LESSEE’s right to possession of the Premises terminates. Upon any such
termination of this Lease, CITY may recover from LESSEE:

(1) The worth at the time of award of the unpaid Rent which had
been earned at time of termination;

(i)  The worth at the time of award of the amount by which the
unpaid Rent which would have been earned after termination until the time of award
exceeds the amount of such rental loss that LESSEE proves could have been
reasonably avoided,;

(ii))  The worth at the time of award of the amount by which the
unpaid Rent for the balance of the Term after the time of award exceeds the amount
of such rental loss that LESSEE proves could be reasonably avoided; and

(iv)  Any other amount necessary to compensate CITY for all the
detriment proximately caused by LESSEE’s failure to perform its obligations under
this Lease or which in the ordinary course of things would be likely to result
therefrom.

(v)  The “worth at the time of award” of the amounts referred to
in Sections 6.2(b) and 6.2(b)(i) is computed by accruing Default Interest on such
amounts. The “worth at the time of award” of the amount referred to in Section
6.2(b)(ii) is computed by discounting such amount at the discount rate of the
Federal Reserve Bank of San Francisco at the time of award, plus one percent (1%).

(©) Taking Possession. CITY may re-enter and take possession of the Premises
with process of law, whether by summary proceedings or otherwise, and
remove LESSEE, with or without having terminated this Lease and without: ™
(a) being liable for damages; (b) being guilty of trespass; or (¢) terminating
this Lease. This Section 6.2(c) is intended to constitute an express right of
re-entry in favor of CITY. No re-entry by CITY, whether had or taken under
summary proceedings or otherwise, shall absolve or discharge LESSEE
from liability under this Lease. The terms “enter,” “re-enter,” “entry,” and
“re-entry,” as used in this Lease, are not restricted to their technical legal
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meanings. Following any such entry or re-entry by CITY, CITY may, at any
time and from time to time, in CITY s sole discretion, relet all or any portion
of the Premises. CITY may, in CITY’s sole discretion, eject all persons or
eject some and not others or eject none. Any reletting of the Premises by
CITY may be for the remainder of the Term or for a longer or shorter period.
CITY may enter into any leases made under this Section 6.2(c) in CITY’s
name and shall be entitled to all rents from the use, operation, or occupancy
of the Premises. LESSEE shall nevertheless pay to CITY on the due dates
specified in this Lease the equivalent of all sums required of LESSEE under
this Lease, plus CITY’s expenses (including Legal Costs), less the avails of
any reletting. No act by or on behalf of CITY under this Section 6.2(c) shall
constitute a termination of this Lease unless CITY gives LESSEE written
notice of termination of this Lease.

(d) Suits Before Expiration Date. CITY may sue for damages or to recover
Rent, from time to time, in CITY s sole discretion.

(e) Damages. CITY may recover from LESSEE all damages CITY incurs
because of LESSEE’s default, including reasonable costs of recovering
possession, reletting the Premises, all other damages legally recoverable by
CITY, and reimbursement of CITY’s reasonable out of pocket costs,
including Legal Costs and bank fees for dishonored checks. CITY may
recover such damages at any time after LESSEE’s default, including after
the expiration or termination of this Lease. Notwithstanding any law to the
contrary, CITY need not commence separate actions to enforce LESSEE’s
obligations for each Lease Year’s Rent not paid or each Lease Year’s
accrual of damages for LESSEE’s default but may bring and prosecute a
single combined action for all such Rent or damages.

H Continue Lease. CITY may, in CITY’s sole discretion, maintain LESSEE’s
right to possession of the Premises. CITY has the remedy described in
California Civil Code section 1951.4 (CITY may continue this Lease in
effect after LESSEE’s breach and abandonment and recover Rent as it
becomes due, if LESSEE has the right to sublet or assign, subject only to
reasonable limitations). If CITY elects to maintain LESSEE’s right to
possession of the Premises after an Event of Default, this Lease shall
continue and CITY may continue to enforce it, including the right to collect
Rent when due and all remedies for non-payment of Rent. LESSEE
acknowledges and agrees that the standards and conditions of this Lease
-regarding LESSEE’s right to assign this Lease or sublease the Premises are
reasonable.

(&)  Injunction of Breaches. Whether or not a default or Event of Default has
occurred, CITY may obtain a court order enjoining LESSEE from
continuing any default or from committing any threatened default. LESSEE
specifically and expressly acknowledges that damages do not constitute an
adequate remedy for a non-monetary default.
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6.3  Default if Leasehold is Encumbered. If there is a CITY-approved encumbrance on
LESSEE’s leasehold interest, CITY shall give the mortgagee or beneficiary written
notice of LESSEE’s default under this Lease contemporaneously with written
notice of LESSEE’s default under this Lease being provided to LESSEE, and the
same mortgagee or beneficiary shall have thirty (30) days from the notice to cure
the default, or, if the default is not curable within thirty (30) days, to commence to
cure the default and diligently pursue the cure to completion. CITY may extend the
cure period if the mortgagee or beneficiary uses reasonable diligence to pursue a
cure. If the mortgagee or beneficiary chooses to cure the default through litigation
or foreclosure, then CITY may exercise any of the following options following the
expiration of all applicable notice and cure periods:

(a) CITY may correct the default and charge the costs to the account of
LESSEE, which charge shall be due and payable on the date that the Rent
is next due after CITY’s notice of such costs to LESSEE, and mortgagee or
beneficiary;

(b)  CITY may correct the default and pay the costs from the proceeds of any
insurance fund held by CITY, CITY and LESSEE, or by CITY and
mortgagee or beneficiary, or CITY may use the funds of any faithful
performance or cash bond on deposit with CITY, or CITY may call on the
bonding agent to correct the default or to pay the costs of correction
performed by or at the direction of CITY; and

(c) CITY may terminate this Lease as to the rights of LESSEE by assuming or
causing the assumption of liability for any trust deed or mortgage. LESSEE
shall assume and pay any and all penalties or premiums required by the
beneficiaries, trustees or mortgagees as a condition of early payoff of the
related obligations by CITY. CITY may, as an alternative, substitute the
terminated LESSEE with a new lessee reasonably satisfactory to the
mortgagee or beneficiary. LESSEE shall pay to CITY all reasonable costs
incurred by CITY in re-leasing to a new lessee.

Any lender holding a beneficial interest in the Premises, whose qualifications as an
assignee have been approved by CITY, shall have the absolute right to substitute
itself as LESSEE under this Lease by written notice to CITY within thirty (30) days
after receiving CITY’s written notice of default and concurrently curing the default.

6.4  Abandonment by LESSEE. If LESSEE abandons the Premises for a period of 10
consecutive days (provided that inability to operate the Premises due to a force
majeure event or repair or restoration is not abandonment), this Lease shall continue
in effect as long as CITY does not terminate this Lease, and CITY may enforce all
of its rights and remedies under this Lease, including, without limitation, the right
to recover Rent as it becomes due, plus damages recoverable at law.

6.5  Waiver. Any waiver by CITY of a breach or default by LESSEE shall not be a
waiver of any other breach or default. No waiver shall be valid and binding unless
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in writing and signed by CITY. CITY s delay or failure to enforce a right or remedy
shall not be a waiver of that or any other right or remedy under this Lease. The
enforcement of a particular right or remedy for a breach or default shall not waive
any other right or remedy for the same breach or default, or for any other or later
breach or default. CITY’s acceptance of any Rent shall not be a waiver of any
default. LESSEE acknowledges that the Premises are a part of publicly owned
property held in trust for the benefit of the citizens of CITY, and that any failure by
CITY to discover a breach or default, or take prompt action to require the cure of
any breach or default, shall not result in an equitable estoppel, but CITY shall, at
all times, have the legal right to require the cure of any breach or default. CITY s
acceptance of a partial payment of Rent shall not constitute a waiver of the balance
of the Rent payment due.

6.6  Default by CITY. If CITY shall fail to perform any obligation under this Lease and
such failure shall continue for thirty (30) days after written notice from LESSEE
(or if such failure cannot be reasonably expected to be cured within such thirty (30)
day period, CITY shall within such thirty (30) day period fail to promptly
commence to cure such default and thereafter prosecute the curing of such default
to completion within a reasonable time), then LESSEE will have the right to
immediately terminate this Lease by written notice to CITY, in addition to pursuing
any other remedies available at law or in equity.

7. EMINENT DOMAIN

7.1~ Eminent Domain. If all or part of the Premises are taken through condemnation
proceedings or under threat of condemnation by any person with the power of
eminent domain, the interests of CITY and LESSEE (or beneficiary or mortgagee)
shall be as follows:

(a) Full Taking. If the entire Premises are taken, this Lease shall terminate on
the date of the transfer of title or possession to the condemning authority,
whichever first occurs.

(b) Partial Taking - Remainder Unusable. If a partial taking of the Premises
occurs, and in the reasonable opinion of CITY, the remaining part of the
Premises is unsuitable for the Allowed Use, this Lease shall terminate on
the date of the transfer of title or possession to the condemning authority,
whichever first occurs.

(c) Partial Taking - Remainder Usable. If a partial taking of the Premises
occurs, and in the reasonable opinion of CITY, the remaining part of the
Premises are suitable for the Allowed Use, this Lease shall terminate in
regard to the portion of the Premises taken on the date of the transfer of title
or possession to the condemning authority, whichever first occurs, but shall
continue for the portion of the Premises not taken. The Rent shall be
equitably reduced to reflect reduction in the size of the Premises by the size
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of the portion of the Premises taken, but only to the extent that LESSEE’s
operations are reduced or impaired.

(d) Award. All monies awarded in any taking shall belong to CITY, whether
the taking results in diminution in value of the leasehold or the fee or both;
provided that, LESSEE shall be entitled to any award attributable to the
taking of, or damages to LESSEE’s interest in improvements to the
Premises made by LESSEE. CITY shall have no liability to LESSEE for
any award not provided by the condemning authority.

(e) Transfer. CITY has the right to transfer CITY s interest in the Premises in
lieu of condemnation to any person entitled to exercise the power of eminent
domain to acquire the Premises. If a transfer occurs, LESSEE shall retain
whatever interest it may have in the fair market value of any improvements
made by LESSEE to the Premises in accordance with this Lease.

® No Inverse Condemnation. The exercise of any CITY right under this Lease
shall not be interpreted as an exercise of the power of eminent domain and
shall not impose any liability upon CITY for inverse condemnation.

8. INDEMNITY; HOLD HARMLESS; INSURANCE

8.1 LESSEE Indemnification & Hold Harmless. LESSEE shall protect, defend,
indemnify, and hold CITY and its elected officials, officers, employees,
representatives, and agents harmless from and against any and all claims asserted
or liability established for damages or injuries to any person or property, including
injury to LESSEE’s officers, employees, invitees, guests, agents, or contractors,
which arise out of or are in any manner directly or indirectly connected with
LESSEE’s acts or omissions in the performance of its obligations under this Lease
or out of the presence of asbestos in the Premises, and all expenses of investigating
and defending against same, including, without limitation, reasonable attorney fees
and costs; provided, however, that LESSEE’s duty to indemnify and hold CITY
harmless shall not include any established liability to the extent arising from the
gross negligence or intentional misconduct of CITY or its elected officials, officers,
employees, representatives, and agents. CITY may, at its election, participate in the
defense of any claim related in any way to this indemnification. If CITY chooses
at its own election to conduct its own defense, participate in its own defense, or
obtain independent legal counsel in defense of any claim related to this
indemnification because CITY reasonably concludes that there are legal defenses

available to it that are different or in addition to those available to LESSEE or there .

is otherwise a conflict of interest, LESSEE shall pay all costs related thereto,
including, without limitation, reasonable attorney fees and costs.

8.2  Insurance. LESSEE shall not begin any work under this Lease until it has:
(a) obtained, and upon the CITY’s request provided to the CITY, insurance
certificates reflecting evidence of all insurance required in Section 8.3; and
(b) obtained CITY approval of each insurance company or companies in
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accordance with Section 8.5. LESSEE’s liabilities, including but not limited to
LESSEE’s indemnity obligations, under this Lease, shall not be deemed limited in
any way to the insurance coverage required herein. Maintenance of specified
insurance coverage is a material element of this Lease, and LESSEE’s failure to
maintain or renew coverage or to provide evidence of renewal during the term of
this Lease may be treated as a material breach of contract by the CITY. LESSEE
shall not modify any policy or endorsement thereto which increases the CITY’s
exposure to loss for the duration of this Lease.

8.3 Types of Insurance. At all times during the Term of this Lease, LESSEE shall
maintain insurance coverage as follows:

(a) Commercial General Liability (CGL). Insurance written on an ISO
Occurrence form CG 00 01 04 13 or an equivalent form providing coverage
at least as broad which shall cover liability, including Liquor Liability,
arising from any and all personal injury or property damage in the amount
of Five Million Dollars ($5,000,000) per occurrence and subject to an
annual aggregate of Fifteen Million Dollars ($15,000,000). There shall be
no endorsement or modification of the CGL limiting the scope of coverage
for either insured vs. insured claims or contractual liability. All defense
costs shall be outside the limits of the policy. The required limits may be
satisfied through a combination of CGL and umbrella excess liability
policies.

(b)  Commercial Automobile Liability. For all of LESSEE’s automobiles
including owned, hired, and non-owned automobiles, LESSEE shall keep
in full force and effect, automobile insurance written on an ISO form CA
00 01 12 90 or a later version of this form or an equivalent form providing
coverage at least as broad for bodily injury and property damage for a
combined single limit of One Million Dollars ($1,000,000) per occurrence.
Insurance certificate shall reflect coverage for any automobile (any auto).

(c) Causes of Loss - Special Form Property Insurance. LESSEE shall obtain
and maintain, at its sole cost, Causes of Loss - Special Form Property
Insurance on all of LESSEE’s insurable property related to the Allowed Use
of the Premises under this Lease or the Premises in an amount to cover 100
percent (100%) of the replacement cost. LESSEE shall deliver a certificate
of such insurance to CITY’s Department of Real Estate and Airport
Management.

(d) Workers’ Compensation. To the extent required by applicable state or
federal law, LESSEE shall keep in full force and effect a Workers’
Compensation policy. That policy shall provide a minimum of One Million
Dollars ($1,000,000) of employers’ liability coverage, and LESSEE shall
provide an endorsement that the insurer waives the right of subrogation
against CITY and its respective elected officials, officers, employees,
agents, and representatives.
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(e) Cyber Liability Insurance. LESSEE shall provide, at its sole cost and
expense, evidence of Cyber Liability insurance with limits of not less than
$1,000,000 for each occurrence and an annual aggregate of $2,000,000
covering claims involving privacy violations, information theft, damage to
or destruction of electronic information, intentional and/or unintentional
release of private information, alteration of electronic information, extortion
and network security. Such coverage is required only if any products and/or
services related to information technology (including hardware and/or
software) are provided to LESSEE and for claims involving any
professional services for which LESSEE’s contractor is engaged with
LESSEE for such length of time as necessary to cover any and all claims.

€3] Crime Insurance. LESSEE shall keep in full force and effect a crime
insurance policy which shall include employee dishonesty/fidelity coverage
for a minimum of twenty-five thousand dollars ($25,000.00) per employee
or one hundred thousand dollars ($100,000.00) blanket limit. This coverage
shall protect against loss by the theft or mysterious disappearance of
property by any of LESSEE’s employees or third parties while the Premises
are in the care, custody, or control of LESSEE resulting directly or
indirectly from the performance or execution of the Lease, and a contract or
subcontract thereunder.

8.4  Deductibles. All deductibles on any policy shall be the responsibility ofthe
LESSEE and shall be disclosed to the CITY at the time the evidence of insurance
is provided.

8.5  Acceptability of Insurers. Except for the State Compensation Insurance Fund, all
insurance required by this Lease shall only be carried by insurance companies with
a rating of at least “A-, VI” by A.M. Best Company, that are authorized by the
California Insurance Commissioner to do business in the State of California. CITY
will accept insurance provided by non-admitted, “surplus lines” carriers only if the
carrier is authorized to do business in the State of California and is included on the
List of Eligible Surplus Lines Insurers (LESLI list). All policies of insurance carried
by non-admitted carriers are subject to all of the requirements for policies of
insurance provided by admitted carriers described herein.

8.6  Accident Reports. LESSEE shall report to CITY any accident causing property
damage or injury to persons on the Premises or otherwise related to the Allowed
Uses within a reasonable time following such accident. Such report shall contain,
to the extent available to LESSEE, the names and addresses of the involved parties,
a statement of the circumstances, the date and hour of the accident, the names and
addresses of any witnesses, photographs or video, if any, and other pertinent
information.

8.7  Additional Insurance. LESSEE may obtain additional insurance not required by this
Lease.
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8.8  Excess Insurance. All policies providing excess coverage to CITY shall follow the
form of the primary policy or policies including but not limited to all endorsements.

8.9  Required Endorsements. The following endorsements to the policies of insurance
are required to be provided to CITY before any work is initiated under this Lease.

Commercial General Liability Insurance Endorsements:

(1) ADDITIONAL INSURED. To the fullest extent allowed by law including but
not limited to California Insurance Code Section 11580.04, the policy or policies
must be endorsed to include as an additional insured the City of San Diego and its
respective elected officials, officers, employees, agents, and representatives with
respect to liability arising out of (a) ongoing operations performed by LESSEE or
on LESSEE’s behalf, (b) LESSEE’s products, (¢) LESSEE’s work, including but
not limited to LESSEE’s completed operations performed by LESSEE or on
LESSEE’s behalf, or (d) premises owned, leased, controlled, or used by LESSEE.

(i) PRIMARY AND NON-CONTRIBUTORY COVERAGE. The policy or
policies must be endorsed to provide that the insurance afforded by the Commercial
General Liability policy or policies is primary to any insurance or self-insurance of
the City of San Diego and its elected officials, officers, employees, agents, and
representatives as respects operations of LESSEE. Any insurance maintained by
the City of San Diego and its elected officials, officers, employees, agents, and
representatives shall be in excess of LESSEE’s insurance and shall not contribute
to it.

(ii)) SEVERABILITY OF INTEREST. The policy or policies must be endorsed
to provide that LESSEE’s insurance shall apply separately to each insured against
whom claim is made or suit is bought, except with respect to the limits of the
insurer’s liability and shall provide cross-liability coverage.

Automobile Liability Insurance Endorsements:

(iv) ADDITIONAL INSURED. To the fullest extent allowed by law including but
not limited to California Insurance Code Section 11580.04, the policy or policies
must be endorsed to include as an additional insured the City of San Diego and its
respective elected officials, officers, employees, agents, and representatives with

respect to liability arising out of automobile owned, leased, hired, or borrowed by
or on behalf of LESSEE.

(v) SEVERABILITY OF INTEREST. The policy or poli¢iés riust be endorsed
to provide that LESSEE’s insurance shall apply separately to each insured against
whom claim is made or suit is brought, except with respect to the limits of the
insurer’s liability and shall provide cross-liability coverage.

Worker’s Compensation Insurance Endorsements:
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(vi) WAIVER OF SUBROGATION. The Worker’s Compensation policy or
policies must be endorsed to provide that the insurer will waive all rights of
subrogation against CITY and its respective elected officials, officers, employees,
agents, and representatives for losses paid under the terms of this policy or these
policies which arise from work performed by LESSEE for CITY.

9. IMPROVEMENTS; ALTERATIONS; REPAIRS; MAINTENANCE

9.1 Waste. LESSEE shall not commit, and shall use commercially reasonable efforts to
not allow any third party to commit, any voluntary physical waste or any public or
private nuisance on the Premises. If the Premises are damaged by any cause which
puts the Premises into a condition which is not decent, safe, healthy, and sanitary,
LESSEE shall restore the Premises, at LESSEE’s sole cost and expense, to its prior
condition within a reasonable time and to CITY’s reasonable satisfaction; or, at
CITY’s option, LESSEE agrees to clear and remove from the Premises all debris
resulting from said damage and rebuild the Premises in accordance with plans and
specifications submitted to CITY and approved in writing in order to replace in
kind and scope the operation which existed prior to such damage, using for either
purpose the proceeds from the insurance required by this Lease. LESSEE agrees
that preliminary steps toward performing repairs, restoration, or replacement of the
Premises shall be commenced by LESSEE within thirty (30) days of any fire, flood,
or damage event, and the required repairs, restoration, or replacement shall be
completed within a reasonable time thereafter. LESSEE agrees to give notice to
CITY of any fire or other damage that may occur on the Premises within two (2)
days of such fire or damage.

- 9.2 Acceptance of Premises. CITY has not made and makes no representation or
warranty as to the condition or suitability of the Premises for LESSEE’s intended
use, and has no obligation to alter or improve the Premises. LESSEE has relied
solely on its own independent investigations of the condition and suitability of the
Premises, and is satisfied with the condition of the Premises. LESSEE further
acknowledges that the Premises are in the condition called for by this Lease and
that LESSEE shall not hold CITY responsible for any defects, whether apparent or
latent, in the Premises as of the Agreement Date, including the presence of any
Hazardous Substances, as defined in this Lease, on the Premises. LESSEE
acknowledges and agrees that unless expressly set forth in this Lease, CITY has no
obligation to improve, modify, repair, replace, alter, remediate, or otherwise
develop the Premises at any time either prior to, on, or after the Agreement Date.

+9.3 - Asbestos Disclosure. Portions of the structural components. of the Premises may. ..
contain asbestos. LESSEE acknowledges receipt of notice from CITY of the
presence of such asbestos in accordance with California Health and Safety Code
Section 25915. LESSEE shall disclose to all appropriate parties the existence of
asbestos on the Premises, as required by California Health and Safety Code
Section 25915.
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9.4  Asbestos. If LESSEE makes improvements, alterations, or repairs to the Premises,
LESSEE shall be responsible for all asbestos removal, management, or containment
that is required by applicable law in connection with such improvement, alteration,
or repair, and shall pay all costs associated with such work. Asbestos removal,
management, or containment shall be conducted in accordance with all applicable
laws. CITY may, at its discretion, station supervisory personnel at the work site to
ensure that LESSEE’s obligations under this section are fulfilled.

9.5  Entry and Inspection. Upon reasonable prior notice to LESSEE (except in the event
of an emergency, in which case no prior notice shall be required), CITY reserves
and shall always have the right, but not the obligation, to enter and inspect the
Premises and the operations conducted on the Premises, provided that such entry
and inspection shall not unreasonably interfere with LESSEE’s Allowed Use of the
Premises.

(a) Notwithstanding any provision of this Lease allowing LESSEE an
opportunity to correct a breach, if the Premises are not in a decent, safe, and
sanitary condition, CITY shall have the right, but not the obligation, after
thirty (30) days prior written notice to LESSEE, to have any maintenance
work done that is deemed by CITY in its reasonable discretion to be
necessary, and all at LESSEE’s sole cost and expense, to keep the Premises
in a decent, safe, and sanitary condition. LESSEE shall promptly pay CITY
for all costs incurred for such work following receipt of an invoice for the
costs of such work (together with reasonable backup documentation).

9.6  Maintenance. Except for maintenance or repairs of the Premises required due to the
negligence or willful misconduct of CITY or any of its employees, contractors, or
agents occurring after the Effective Date, all maintenance and repairs of the
Premises shall be the responsibility of LESSEE throughout the entire Term of this
Lease without expense to CITY. Maintenance and repairs shall include, but not be
limited to, the roof, heating and air conditioning, plumbing, electrical, and the
parking lot. LESSEE shall maintain the Premises and all improvements, fixtures,
equipment, and installations thereon in a clean, safe, and well-maintained condition
throughout the Term of this Lease, and in compliance with all applicable laws. All
maintenance and repairs of the Premises required due to the negligence or willful
misconduct of CITY or any of its employees, contractors, or agents occurring after
the Effective Date, shall be the responsibility of CITY without expense to LESSEE.

(a) Parking Lot Repair. LESSEE agrees to repair and/or replace
- portions-of and repave the entire parking lot of the Premises by the end of .
the Second Lease Year.

9.7  Improvements/Alterations. LESSEE shall spend, at least, One Million Dollars
(81,000,000) on capital improvements to the Premises during the first thirty (30)
months after the Effective Date. If the Term is less than thirty (30) months, the
required expenditure amount will be prorated. No improvements, structures, or
installations shall be constructed or installed on the Premises, and the Premises may
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not be altered by LESSEE without CITY’s prior written approval, not to be
unreasonably withheld, delayed, or conditioned. CITY approves the repaving of the
parking lots on the Premises (subject to LESSEE obtaining all required licenses or
permits in connection therewith). LESSEE shall not make any structural or
architectural design alterations to approved improvements, structures, or
installations on the Premises without CITY s prior written approval. This provision
shall not relieve LESSEE of any maintenance obligation under this Lease. CITY
shall not be obligated by this Lease to make or assume any expense for any
improvements or alterations to the Premises other than any expense in connection
with any express obligation to alter or improve the Premises set forth in this Lease.
Notwithstanding the foregoing, CITY’s prior consent, as lessor, shall not be
required with respect to any interior alterations or modifications to the Premises,
which cost less than Two Hundred Thousand Dollars ($200,000.00) and are non-
structural in nature, as long as LESSEE delivers to CITY advance written notice of
the planned work and a copy of any final plans, specifications, and working
drawings for any such alterations or modifications, to the extent applicable.
LESSEE shall construct all improvements in accordance with all federal, state, and
local laws, rules, and regulations, including, but not limited to, the California
Environmental Quality Act (“CEQA”) and the Americans with Disabilities Act
(“ADA”).

9.8  Utilities. LESSEE shall order, obtain, and pay for all water, utilities, and service
and installation charges in connection with the operation of the Premises. All
utilities shall be installed underground. Sub-metering shall be used for proper
billing of utilities.

9.9  Construction Bond. If LESSEE develops or constructs improvements on the
Premises, LESSEE shall deposit with CITY, prior to commencement of the
construction, a faithful performance bond in the amount of one hundred percent
(100%) of the estimated construction cost of the work to be performed. The bond
may be in cash or may be a corporate surety bond or other security satisfactory to
CITY. The bond shall insure that the construction commenced by LESSEE shall be
completed in accordance with the plans approved by CITY or, at the option of CITY
that the uncompleted construction shall be removed, and the Premises restored to a
condition satisfactory to CITY.

9.10 Payment Bond. Prior to the commencement of any work on the Premises, to the
extent required by applicable law, LESSEE shall deliver to CITY a payment bond
(materials and labor bond) in an amount not less than one hundred percent (100%)
of the total amount payable under the contract for construction on the Premises to
satisfy claims of material suppliers and of mechanics and laborers employed on the
Premises. The bond shall be provided in compliance with California Civil Code
sections 9550 - 9566. The bond shall be executed by an admitted surety, consistent
with California Code of Civil Procedure sections 995.610 - 995.675, that is
authorized by the State of California Department of Insurance to transact surety
insurance in the State of California. LESSEE shall maintain the bond in full force
and effect until CITY authorizes release of the bond, after receiving satisfactory
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documentary evidence that all claims for materials, services, and labor related to
the improvements are paid, including, without limitation, appropriate lien releases.
Should the bond become insufficient, LESSEE shall renew, or cause the renewal
of, the bond within ten (10) calendar days after receiving notice from CITY.

9.11  Liens. LESSEE shall protect, defend, indemnify, and hold CITY harmless from and
against all claims for labor or materials in connection with operations,
improvements, alterations, or repairs on or to the Premises by or at the direction of
LESSEE and the costs of defending against such claims, including, without
limitation, reasonable attorneys’ fees. If LESSEE causes improvements, alterations,
or repairs to be made to the Premises, and a lien or notice of lien is filed against the
Premises, LESSEE shall notify CITY of the filing within five (5) days after
LESSEE first becomes aware of the existence of the filing, and within thirty (30)
days after the filing either: (a) take all actions necessary to record a valid release of
the lien; or (b) file with CITY a bond, cash, or other security acceptable to CITY
sufficient to pay in full all claims of all persons seeking relief under the lien.

9.12  Prevailing Wages. Pursuant to San Diego Municipal Code section 22.3019,
construction, alteration, demolition, repair, and maintenance work performed under
this Lease is subject to State prevailing wage laws. For any construction project
performed by or at the direction of LESSEE under this Lease cumulatively
exceeding $25,000 and for alteration, demolition, repair, and maintenance work
performed by or at the direction of LESSEE under this Lease cumulatively
exceeding $15,000, LESSEE, its contractors and its subcontractors shall comply
with State prevailing wage laws including, but not limited to, the requirements
listed below.

(a) Compliance with Prevailing Wage Requirements. Pursuant to sections 1720
through 1861 of the California Labor Code, LESSEE, its contractors and
subcontractors shall ensure that all workers who perform work under this
Lease are paid not less than the prevailing rate of per diem wages as
determined by the Director of the California Department of Industrial
Relations (DIR). This includes work performed during the design and
preconstruction phases of construction including, but not limited to,
inspection and land surveying work.

(i) Copies of such prevailing rate of per diem wages are on file at the
CITY and are available for inspection to any interested party on
request. Copies of the prevailing rate of per diem wages may also be
found at http://www-dir.ca.gov/OPRL/DPreWageDetermination.htm.
LESSEE, its contractors, and its subcontractors shall post a copy of
the prevailing rate of per diem wages determination at each job site
and shall make them available to any interested party upon request.

(ii) The wage rates determined by the DIR refer to expiration dates. If the
published wage rate does not refer to a predetermined wage rate to be
paid after the expiration date, then the published rate of wage shall be

PERCENTAGE LEASE - Sports Arena -26



in effect for the Term of this Lease. If the published wage rate refers
to a predetermined wage rate to become effective upon expiration of
the published wage rate and the predetermined wage rate is on file
with the DIR, such predetermined wage rate shall become effective on
the date following the expiration date and shall apply to this Lease in
the same manner as if it had been published in said publication. If the
predetermined wage rate refers to one or more additional expiration
dates with additional predetermined wage rates, which expiration
dates occur during the Term of this Lease, each successive
predetermined wage rate shall apply to this Lease on the date
following the expiration date of the previous wage rate. If the last of
such predetermined wage rates expires during the Term of this Lease,
such wage rate shall apply to the balance of the Lease.

(b)  Penalties for Violations. LESSEE, its contractors and subcontractors shall
comply with California Labor Code section 1775 in the event a worker is
paid less than the prevailing wage rate for the work or craft in which the
worker is employed. This shall be in addition to any other applicable
penalties allowed under Labor Code sections 1720 — 1861.

(c) Payroll Records. LESSEE, its contractors, and its subcontractors shall
comply with California Labor Code section 1776, which generally requires
keeping accurate payroll records, verifying and certifying payroll records,
and making them available for inspection. LESSEE, its contractors, and its
subcontractors shall comply with California Labor Code section 1776,
including having provisions requiring such compliance in all contracts with
contractors or subcontractors. Any requirement to submit certified payroll
records to DIR shall include, without limitation, submitting certified payroll
records to DIR through its online system for submission of certified payroll
records, as required by DIR. Further, LESSEE, its contractors, and its
subcontractors shall furnish the records specified in California Labor Code
section 1776 directly to the Labor Commissioner in the manner required in
California Labor Code section 1771.4. LESSEE is responsible for ensuring
that each of its contractors and subcontractors submits certified payroll
records to CITY, the Labor Commissioner and DIR.

(d)  Apprentices. LESSEE and its contractors and subcontractors shall comply
with California Labor Code sections 1777.5, 1777.6, and 1777.7 concerning
the employment and wages of apprentices. LESSEE shall be held

responsible for the compliance of their-contractors and subcontractors with« « - «

sections 1777.5, 1777.6, and 1777.7.

(e) Working Hours. LESSEE and its contractors and subcontractors shall
comply with California Labor Code sections 1810 through 1815, including
but not limited to: (i) restrict working hours on public works contracts to
eight hours a day and forty hours a week, unless all hours worked in excess
of 8 hours per day are compensated at not less than 1% times the basic rate
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of pay; and (ii) specify penalties to be imposed on design professionals and
subcontractors of $25 per worker per day for each day the worker works
more than 8 hours per day and 40 hours per week in violation of California
Labor Code sections 1810 through 1815.

() Required Provisions for Subcontracts. LESSEE shall include at a minimum
a copy of the following provisions in any contract they enter into with a
contractor and subcontractor: California Labor Code sections 1771, 1771.1,
1775, 1776, 1777.5, 1810, 1813, 1815, 1860, and 1861.

(g) Labor Code Section 1861 Certification. LESSEE in accordance with
California Labor Code section 3700 is required to secure the payment of
compensation of its employees and by signing this Lease, LESSEE certifies
that “I am aware of the provisions of Section 3700 of the California Labor
Code which require every employer to be insured against liability for
workers’ compensation or to undertake self-insurance in accordance with
the provisions of that code, and I will comply with such provisions before
commencing the performance of the work of this Lease.”

(h) Contractor and Subcontractor Registration Requirements. All work is
subject to compliance monitoring and enforcement by DIR. A contractor or
subcontractor shall not be qualified to bid on, be listed in a bid proposal
subject to the requirements of Public Contract Code section 4104, or engage
in the performance of any contract for public work, as defined in California
prevailing wage law, unless currently registered and qualified to perform
the work pursuant to California Labor Code section 1725.5. In accordance
with California Labor Code section 1771.1(a), “[i]t is not a violation of this
section for an unregistered contractor to submit a bid that is authorized by
section 7029.1 of the Business and Professions Code or by section 10164 or
2103.5 of the Public Contract Code, provided the contractor is registered to
perform public work pursuant to section 1725.5 at the time the contract is
awarded.”

(1) A contractor’s inadvertent error in listing a subcontractor who is not
registered pursuant to Labor Code section 1725.5 in a response to a
the Request for Proposals related to this Lease shall not be grounds
for filing a protest or grounds for considering the proposal non-
responsive provided that any of the following apply: (1)the
subcontractor is registered prior to the proposal due date identified

- -in the Request for Proposals related to this Lease; (2) within twenty- -
four hours after the proposal due date, the subcontractor is registered
and has paid the penalty registration fee specified in Labor Code
section 1725.5; or (3) the subcontractor is replaced by another
registered contractor pursuant to Public Contract Code section 4107.

(i) A contract entered into with any contractor or subcontractor in
violation of Labor Code section 1771.1(a) shall be subject to
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cancellation, provided that a contract for public work shall not be
unlawful, void, or voidable solely due to the failure of the awarding
body, contractor, or any subcontractor to comply with the
requirements of section 1725.5 of this section.

(iif) By entering into this Lease, LESSEE is certifying that it has verified
or will verify that its subcontractors used on work subject to
California prevailing wage law are registered with the DIR in
compliance with Labor Code sections 1771.1 and 1725.5, and shall
provide proof of such registration to CITY.

@@ Filing of Form PWC-100. LESSEE shall timely file a PWC-100 Form (or
other form required by DIR) with DIR, as and when required by California
prevailing wage law, and concurrently deliver a copy of such filed form to
CITY.

)] Filing of Notice of Completion. LESSEE shall record a notice of completion
in accordance with California Civil Code section 8182, et seq., with the
Recorder for the County of San Diego, California, and concurrently deliver
a copy of such recorded notice of completion to CITY.

k) Stop Order. For LESSEE, its contractors or its subcontractor(s) engaging in
the performance of any public work contract without having been registered
in violation of Labor Code sections 1725.5 or 1771.1, the Labor
Commissioner shall issue and serve a stop order prohibiting the use of the
unregistered contractor or unregistered subcontractor(s) on ALL public
works until the unregistered contractor or unregistered subcontractor(s) is
registered. Failure to observe a stop order is a misdemeanor.

O List of all Subcontractors. CITY may ask LESSEE for the most current list
of contractors and subcontractors (regardless of tier), along with their DIR
registration numbers, utilized pursuant to this Lease at any time during the
Term, and LESSEE shall provide the list within ten (10) working days of
CITY’s written request in accordance with Labor Code section 1776.

(m)  Indemnification for Nonpayment of Prevailing Wages. LESSEE shall
protect, defend, indemnify, and hold CITY and its elected officials, officers,
employees, representatives, and agents harmless from and against any and
all claims asserted or liability established for damages by any person,
Including without limitation any damages, fees, and penalties claimed or
assessed by the State of California - Director of Industrial Relations, which
arise out of or are in any manner directly or indirectly connected with
LESSEE’s, its contractors’, subcontractors’, or other applicable parties’
decision(s) to not pay prevailing wages for activities performed under this
Lease, and all expenses of investigating and defending against same,
including without limitation attorney fees and costs.

PERCENTAGE LEASE — Sports Arena -29



(n) Exemptions for Small Projects. There are limited exemptions for
installation, alteration, demolition, or repair work done on projects of
$25,000 or less. LESSEE shall still comply with Labor Code sections 1720
et seq. The only recognized exemptions are listed below:

(1) Registration. LESSEE will not be required to register with the DIR
for small projects. (Labor Code section 1771.1.)

(i)  Listofall Subcontractors. LESSEE shall not be required to hire only
registered subcontractors and is exempt from submitting the list of

all subcontractors that is required above. (Labor Code section
1773.3.)

9.13  Signs. LESSEE shall not erect or display any banners, pennants, flags, posters,
signs, decorations, marquees, awnings, or similar devices, or advertising without
CITY’s prior written consent, which will not be unreasonably withheld, delayed, or
conditioned; provided that signs on the interior of the Premises that are not visible
from the exterior of the Premises shall not require CITY’s consent. CITY consents
to all existing signs visible from the exterior of the Premises as of the Agreement
Date, which are as follows: signage displaying the name of the Sports Arena and a
large banner for each Tenant Team. If any such unauthorized item is found on the
Premises, LESSEE shall remove the item at its expense within five (5) business
days after receipt of written notice from CITY, or CITY may thereafter remove the
item at LESSEE’s cost.

9.14  Ownership of Improvements and Personal Property.

(a) Improvements. During the Term, LESSEE shall own all improvements,
fixtures, structures, installations, and additions constructed or installed on
the Premises by LESSEE. Upon expiration or termination of this Lease, all
such improvements, fixtures, structures, installations, and additions shall be
deemed a part of the Premises and owned by CITY. Notwithstanding the
foregoing, CITY may, upon notice to LESSEE at the time CITY’s consent
to such improvement, fixture, structure, installation, or addition was
requested, elect to have part or all of such improvement, fixture, structure,
installation or addition removed by LESSEE at the end of the Term. In that
case, LESSEE shall, at LESSEE’s sole cost and expense, remove those
items designated for removal in CITY’s notice before the expiration or
earlier termination of this Lease. LESSEE, at its sole cost and expense, shall
be responsible for the repair of any and all damage (ordinary wear and tear
excepted) resulting from the removal of such items. If LESSEE fails to
remove the items as required by this Lease, CITY may, at its option, remove
them at LESSEE’s sole cost and expense.

(b) Personal Property. LESSEE shall remove LESSEE-owned machines,
appliances, equipment, trade fixtures, and other items of personal property
from the Premises prior to the expiration or termination of the Term. Any

PERCENTAGE LEASE - Sports Arena -30



such items which LESSEE fails to remove shall be deemed abandoned and
become CITY’s property free of all claims and liens of LESSEE, or CITY
may, at its option, remove and dispose of such items at LESSEE’s sole cost
and expense. LESSEE, at its sole cost and expense, shall be responsible for
the repair of any and all damage (ordinary wear and tear excepted) resulting
from the removal of its personal property from the Premises.

(c) CITY’s Right to Acquire Personal Property. If LESSEE wants to dispose of
any of its personal property used in its operations on the Premises upon
expiration of this Lease, LESSEE shall notify CITY at least one hundred
twenty (120) days before the expiration of this Lease ofits desire to dispose
of such personal property. CITY shall have the right, exercisable within
thirty (30) days after receipt of notice from LESSEE, to notify LESSEE in
writing of its intent to acquire some or all of such personal property (if such
personal property is less than all of such personal property, specifically
identify such personal property) for the applicable then-unamortized value
and, upon the expiration of this Lease, CITY shall purchase all such
personal property for such value pursuant to a customary bill of sale. If
CITY purchases any such personal property in accordance with this Section
9.15(c), LESSEE may leave all such personal property in place on the
Premises upon the expiration of this Lease.

9.15  Permits and Approvals. Prior to commencing any construction or improvements on
the Premises, LESSEE shall (1) submit development plans and all documents
required by all required governmental authorities and (2) secure all required permits
and approvals from all required governmental authorities for all planned
construction and improvements, including, without limitation, final review
pursuant to CEQA.

9.16  Contractor Requirements. All construction work performed by or at the direction
of LESSEE shall be performed only by competent and qualified contractors duly
licensed under the laws of the State of California pursuant to written contracts with
such contractors. LESSEE shall require all contractors and subcontractors to
maintain their license in an active status and in good standing for the term of any
contract related to work subject to this Lease. CITY shall have the right to demand
production of and to inspect each contractor’s or subcontractor’s license, and
LESSEE agrees to produce said documentation within two (2) business days of
such a request. LESSEE shall notify CITY within two (2) business days after it
becomes aware that a contractor or subcontractor is unlicensed, or that said license

has been suspended or revoked, and LESSEE will not-allow said contactor-or -

subcontractor to enter onto the Premises or perform work subject to the Lease until
LESSEE has demonstrated to CITYs satisfaction that the license is active and in
good standing.

PERCENTAGE LEASE - Sports Arena -31






subleases and all contracts for any work covered by this Lease so that such
provisions will be binding upon each sublessee and contractor. LESSEE
acknowledges that failure to comply with the requirements of this section and/or
submitting false information in response to these requirements may result in
termination of this Lease and debarment from participating in CITY contracts for a
period of not less than one (1) year.

10.4  Equal Benefits. LESSEE shall comply with San Diego Municipal Code sections
22.4301-22.4308, which require lessees of CITY-owned property to offer the same
employment benefits to employees with spouses and employees with domestic
partners. LESSEE shall certify that it will maintain such equal benefits throughout
the Term. LESSEE’s failure to maintain equal benefits shall be a default of this
Lease.

10.5  Disabled Access Compliance. LESSEE shall, as applicable to the Premises and
LESSEE’s possession, use, and occupancy thereof, comply with the California
Government Code Sections 11135-11139.5; the Federal Rehabilitation Act of
1973, Section 504, Title V;-the Americans with Disabilities Act of 1990 (ADA); -
California Building Code (CBC) Title 24; and any other applicable State of
California or federal laws and regulations hereafter enacted protecting the rights of
people with disabilities. When a conflict exists between any federal or State of
California accessibility requirements, LESSEE will follow the most restrictive
accessibility requirement (i.e., that which provides the most access). LESSEE’s
compliance shall include but not necessarily be limited to the following:

(a) LESSEE shall not discriminate against qualified persons with disabilities in
any aspects of employment, including recruitment, hiring, promotions,
conditions and privileges of employment, training, compensation, benefits,
discipline, layoffs, and termination of employment.

(b)  No qualified individual with a disability may be excluded on the basis of
disability from participation in, or be denied the benefits of, services,
programs, or activities of LESSEE.

(c) LESSEE shall post a statement addressing the requirements of the ADA in
a prominent place at the Premises.

(d) Where required by law, any improvements, fixtures, structures, or
installations on the Premises shall comply with municipal, state, and federal

- accessibility requirements by bringing up to code and making accessible

any areas of the Premises which deny access to disabled persons. All
improvements and alterations shall be at the sole cost of LESSEE.

(1) LESSEE shall include language in each sublease agreement which
indicates the sublessee’s agreement to abide by the foregoing
provisions. LESSEE and sublessees shall be individually
responsible for their own ADA employment programs.
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(i)  LESSEE understands that failure to comply with the above
requirements and/or submitting false information in response to
these requirements shall constitute a default under this Lease.

10.6  Accessibility Assessment. In accordance with California Civil Code section 193 8,
CITY hereby states that the Premises have not been inspected by a Certified Access
Specialist (CASp). Further, pursuant to California Civil Code section 1938(e),
CITY is required to state: “A Certified Access Specialist (CASp) can inspect the
subject premises and determine whether the subject premises comply with all of the
applicable construction-related accessibility standards under state law. Although
state law does not require a CASp inspection of the subject premises, the
commercial property owner or lessor may not prohibit the lessee or tenant from
obtaining a CASp inspection of the subject premises for the occupancy or potential
occupancy of the lessee or tenant, if requested by the lessee or tenant. The parties
shall mutually agree on the arrangements for the time and manner of the CASp
inspection, the payment of the fee for the CASp inspection, and the cost of making
any repairs necessary to correct violations of construction-related accessibility
standards within the premises.” '

10.7  Drug-free Workplace. LESSEE shall abide by the omnibus drug legislation passed
by Congress on November 18, 1988, by adopting and enforcing a policy to maintain
a drug-free workplace by doing all of the following:

(a) Publish a statement notifying employees that the unlawful manufacture,

- distribution, dispensation, possession, or use of controlled substances are

prohibited on the Premises and specifying the actions that will be taken
against employees for violations of the prohibition.

(b) Establish a drug-free awareness program to inform employees about all of
the following:

(1) The dangers of drug abuse in the workplace;
(i) ~ LESSEE’s policy of maintaining a drug-free workplace;

(i)  Any available drug counseling, rehabilitation, and employee
assistance programs; and

(iv)  The penalties that may be imposed upon employees for drug abuse
violations.

(©) LESSEE shall include in each of its subleases and contracts related to this
Lease language obligating each sublessee and contractor to comply with the
provisions of this section to maintain a drug-free workplace. LESSEE, and
cach of its sublessees and contractors, shall be individually responsible for
their own drug-free workplace program.
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10.8  CITY Employee Participation Policy. CITY may terminate this Lease if LESSEE
knowingly employs an individual who, within the twelve (12) months immediately
preceding such employment did, in their capacity as a CITY officer or employee,
participate in negotiations with or otherwise have an influence on the selection of
LESSEE for this Lease, and LESSEE does not terminate such individual promptly
following written notice from CITY. It is not the intent of this policy that these
provisions apply to members of the City Council.

10.9  Local Business and Employment. LESSEE acknowledges that CITY seeks to
promote employment and business opportunities for local residents and firms in all
CITY contracts. For work associated with this Lease and to the extent legally
possible, LESSEE shall use commercially reasonable efforts to solicit applications
for employment and bids and proposals for contracts from local residents and firms
as opportunities occur. LESSEE shall use commercially reasonable efforts to hire
qualified local residents and firms whenever practicable.

10.10 Water Quality Assurances.- CITY and LESSEE are committed to the
- implementation of controls (best management practices, or BMPs) to manage
activities on the Premises in a manner which aids in the protection of the City of
San Diego’s precious water resources. It is LESSEE’s responsibility to identify and
- implement an effective combination of BMPs so as not to cause pollutant
discharges to the storm drain system in violation of San Diego Storm Water
Management and Discharge Control Ordinance (San Diego Municipal Code
Sections 43.0301 to 43.0312). Therefore, LESSEE shall implement and comply, as
applicable, with the Minimum Industrial and Commercial BMPs adopted under the

San Diego Municipal Code Section 43.0307(a).

10.1T Stormwater Best Management Practices. LESSEE shall, at its own cost and
expense, comply with Part 2 of the current City of San Diego Storm Water
Standards Manual, Section 1000 and 1001 of the City Supplement to Standard
Specifications for Public Works Construction (The Whitebook), and any and all
applicable Minimum Best Management Practice requirements, as defined in the
CITY’s Jurisdictional Runoff Management Plan, in performing or delivering
services at the Premises.

(a) LESSEE shall comply with the current CITY’s Jurisdictional Runoff
Management Plan encompassing city-wide programs and activities
designed to prevent and reduce storm water pollution within CITY
boundaries.

(b)  LESSEE shall comply with the Storm Water Pollution Prevention Plan for
' the Premises, as applicable, and institute all controls needed while
completing the services to minimize any negative impact to the storm water
collection system and environment. It is important that any dry-weather
controls put in place are removed prior to a rain event to eliminate the
chance for clogging the storm drain system. After a rain event, all controls
must be reinstalled, refreshed, and maintained by LESSEE, if necessary.
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subject to property taxation and that LESSEE may be subject to the payment of
taxes levied on that possessory interest. LESSEE alone shall pay all such possessory
interest taxes. LESSEE’s payment of taxes, fees, and assessments shall not reduce
any Rent due to CITY. CITY shall not incur or assume any responsibility for any
taxes whatsoever resulting from this Lease or LESSEE’s possession, use, or
occupancy of the Premises.

10.19  Environmental Conditions. LESSEE shall not cause or permit any Environmental
Condition (defined in Section 10.19(e)(i)). If LESSEE discovers or becomes aware
of an Environmental Condition, LESSEE shall notify CITY of such Environmental
Condition as soon as possible, but in all cases within twenty-four (24) hours
following the LESSEE becoming aware of such Environmental Condition.

(a) Remediation. If an Environmental Condition occurs, LESSEE shall
remediate the Environmental Condition in accordance with law to allow all
uses of the Premises permitted by law immediately before the
Environmental Condition is discovered, at LESSEE’s sole cost and
expense. If LESSEE knows or has reasonable cause to believe that an
Environmental Condition is an imminent danger to public health and safety,
LESSEE shall take all actions necessary to alleviate the imminent danger,
at LESSEE’s sole cost and expense.

(b) Removal. If one or more of the LESSEE Parties stores, utilizes, generates,
or otherwise brings Hazardous Substances onto the Premises in accordance
with law, LESSEE shall remove all such Hazardous Substances from the
Premises prior to the end of the Term and provide CITY with
documentation demonstrating the legal removal and disposal of the
Hazardous Substances. LESSEE shall be responsible for all costs incurred
by CITY to remove or dispose of any Hazardous Substances not removed
from the Premises by LESSEE in accordance with this Section 10.19(b).

(c) Reports. LESSEE shall deliver a written report describing the circumstances
of each Environmental Condition in reasonable detail to CITY within three
(3) days after notifying CITY of the Environmental Condition. LESSEE
shall also submit all required reports relating to the Environmental
Condition to other government entities as required by law.

(d)  Environmental Assessment. Upon reasonable cause to believe that an
Environmental Condition has occurred, CITY may cause an environmental
assessment of the Premises to be performed by a professional environmental
consultant registered with the State of California as a Professional Engineer,
Certified Engineering Geologist, or Registered Civil Engineer. The
environmental assessment shall be performed at LESSEE’s sole cost and
expense. LESSEE shall reimburse CITY for all costs and expenses
reasonably incurred by CITY in performing the environmental assessment
within fifteen (15) calendar days after notice to LESSEE of the amount of
such costs and expenses. Any amount reimbursable to CITY by LESSEE
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under this Section 10.19(d) that is not paid within fifteen (15) calendar days
after notice to LESSEE of such amount, shall accrue interest at the rate of
7% annually until paid.

(e) Definitions.

(1) Environmental Condition. Any of the following events
relating to the Premises and arising from LESSEE’s use of the Premises, any action
by LESSEE, its employees, agents, contractors, guests, or invitees, or any failure
to act by LESSEE, its employees, agents, contractors, guests, or invitees, where
there was a duty to act: (a) an actual or alleged violation of any Environmental Law;
or (b) a Hazardous Substance Discharge.

(i)  Environmental Law. All federal, State of California, local,
or municipal laws, rules, orders, regulations, statutes, ordinances, codes, decrees or
requirements now in effect or enacted after the Agreement Date, regulating, relating
to, or imposing liability or standards of conduct concerning: (a) any Hazardous
Substance; (b) occupational health or industrial hygiene (only to the extent that the
occupational health or industrial hygiene laws, ordinances, or regulations relate to
Hazardous Substances on, under or about the Premises or relating to LESSEE’s use
of the Premises); (c) occupational or environmental conditions on, under or about
the Premises or relating to LESSEE’s use of the Premises; (d) or the regulation or
protection of the environment, including ambient air, soil, soil vapor, groundwater,
surface water, or land use.

(iii) Hazardous Substance. Any flammable substance,
explosive, radioactive material, asbestos, asbestos-containing  material,
polychlorinated biphenyl, chemical known to the State of California to cause cancer
or reproductive toxicity, pollutant, contaminant, hazardous waste, medical waste,
toxic substance or related material, petroleum, petroleum product or any
“hazardous” or “toxic” material, substance, or waste defined by those or similar
terms or regulated under any law, any matter, waste, or substance subject to any
law regulating, relating to, or imposing obligations, liability or standards of conduct
concerning protection of human health, plant life, animal life, natural resources,
property, or the enjoyment of life or property free from the presence in the
environment of any solid, liquid, gas, odor, or any form of energy, from whatever
source.

(iv)  Hazardous Substance Discharge. Any deposit, discharge,
generation, release, or spill of a Hazardous.Substance occurring at, on, under,.into,
or from the Premises, or during transportation of any Hazardous Substance to or
from the Premises, or arising at any time from activities conducted at, on, under, or
from the Premises, whether or not caused by CITY or LESSEE.

10.22° Unavoidable Delay. If the performance of an act required by this Lease is directly
prevented or delayed by a cause beyond the reasonable control of the party required
to perform the act, that party shall be excused from performing the act for a period
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equal to the period of the prevention or delay. This provision shall not apply to
obligations to pay Rent. The party claiming a delay shall notify the other party in
writing within ten (10) days after the beginning of any claimed delay.

10.23  Authority to Contract. Each party represents and warrants that the individual
executing this Lease on its behalf is authorized to do so in accordance with duly
adopted resolutions or other authorizing actions which are necessary and proper
and under such party’s &ticles, charter, bylaws, or other written rules of conduct or
governing agreement, and that this Lease is binding upon such party in accordance
with its terms (subject to creditors rights and equitable principles). LESSEE
represents and warrants it is a duly formed limited liability company in good
standing in Delaware and qualified to do business in California.

10.24 Controlling Law/Venue. This Lease and all Lease documents shall be deemed to be
made under, and shall be construed in accordance with and governed by, the laws
of the State of California without regard to the conflicts or choice of law provisions
of such laws. The venue for any suit or proceeding concerning this Lease, including
the interpretation or application of any of its terms or any related disputes, shall be
in the County of San Diego, State of California.

10.25 Equal Pay Ordinance. Unless an exception applies, LESSEE shall comply with the
Equal Pay Ordinance codified in San Diego Municipal Code sections 22.4801
through 22.4809. By signing this Lease, LESSEE certifies that it will comply with
the requirements of the Equal Pay Ordinance throughout the Term.

(a) LESSEE and Sublessee Requirement. The Equal Pay Ordinance applies to
any sublessee of the Premises to the same extent as it would apply to
LESSEE. LESSEE shall require sublessees to certify compliance with the
Equal Pay Ordinance in their subleases.

(b)  Notice Requirement. LESSEE must post a notice at the Premises informing
its employees of their rights under the Equal Pay Ordinance.

10.26  Single Use Plastic Reduction Ordinance. Unless an exception applies, LESSEE will
comply with the Single Use Plastic Reduction Ordinance codified in San Diego
Municipal Code sections 66.0901 through 66.0907. By signing this Lease, LESSEE
certifies that it will comply with the requirements of the Single Use Plastic
Reduction Ordinance throughout the Term unless an exception applies.

10.28 Time of the Essence. Time is of the essence of each term, covenant, and condition
of this Lease.

10.29 Successors. Each term, covenant, and condition of this Lease shall inure to the
benefit of and bind the successors and assigns of the respective parties.

10.30 Noise Disturbances: LESSEE shall not use the Premises in any manner that violates
CITY’s Noise Abatement and Control Ordinance (Chapter 5, Article 9.5 of the San
Diego Municipal Code, as amended from time to time).
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10.31 Living Wages. This Lease is subject to the City’s Living Wage Ordinance (LWO),
codified in San Diego Municipal Code Chapter 2, Article 2, Division 42. LESSEE
shall require all of its contractors, sublessees, operators, licensees, and
concessionaires subject to the LWO to comply with the LWO and all applicable
regulations and rules.

(a) Payment of Living Wages. Pursuant to San Diego Municipal Code section
22.4220(a), LESSEE and its contractors, subcontractors, sublessees,
operators, licensees and concessionaires shall ensure that all workers who
perform work under this Lease are paid not less than the required minimum
hourly wage rates and health benefits rate unless an exemption applies.

(i) Copies of such living wage rates are available on the City website at
https://www.sandiego.gov/purchasing/programs/livingwage/.
LESSEE and its contractors, subcontractors, sublessees, operators,
licensees and concessionaires shall post a notice informing workers
of their rights at each job site or a site frequently accessed by
covered employees in a prominent and accessible place in
accordance with San Diego Municipal Code section 22.4225(e).

(i) LWO wage and health benefit rates are adjusted annually in
accordance with San Diego Municipal Code section 22.4220(b) to
reflect the Consumer Price Index. Service contracts, financial
assistance agreements, and City facilities agreements must include
this upward adjustment of wage rates to covered employees on J uly
1 of each year.

(b) Compensated Leave. Pursuant to San Diego Municipal Code section
22.4220(c), LESSEE and its contractors, subcontractors, sublessees,
operators, licensees and concessionaires shall provide a minimum of eighty
(80) hours per year of compensated leave. Part-time employees must accrue
compensated leave at a rate proportional to full-time employees.

(c) Uncompensated Leave. LESSEE and its contractors, subcontractors,
sublessees, operators, licensees and concessionaires must also permit
workers to take a minimum of eighty (80) hours of uncompensated leave
per year to be used for the illness of the worker or a member of his or her
immediate family when the worker has exhausted all accrued compensated
leave.

(d) Enforcement and Remedies. CITY will take any one or more of the actions,
listed in San Diego Municipal Code section 22.4230 should LESSEE or its
contractors, subcontractors, sublessees, operators, licensees and
concessionaires be found to be in violation of any of the provisions of the
LWO.
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(e) Payroll Records. LESSEE and its contractors, subcontractors, sublessees,
operators, licensees and concessionaires shall submit weekly certified
payroll records online via the City’s web-based Labor Compliance
Program. LESSEE is responsible for ensuring its contractors,
subcontractors, sublessees, operators, licensees and concessionaires submit
certified payroll records to the CITY.

H Certification of Compliance. San Diego Municipal Code section 22.4225
requires LESSEE to fill out and file a living wage certification with the
Living Wage Program Manager within thirty (30) days of the Effective
Date. Each contractor, subcontractor, sublessee, operator, licensee and
concessionaire must fill out and file a living wage certification with the
Living Wage Program Manager within thirty (30) days of contracting for
the work or services at the Premises.

(g) Annual Compliance Report. LESSEE and its contractors, subcontractors,
sublessees, operators, licensees and concessionaires must file an annual
report documenting compliance with the LWO pursuant to San Diego
Municipal Code section 22.4225(d). Records documenting compliance
must be maintained for a minimum of three (3) years after the City’s final
payment on the service contract or agreement.

(h) Exemption from Living Wage Ordinance. Pursuant to San Diego Municipal
Code section 22.4215, this Lease may be exempt from the LWO. For a
determination on this exemption, LESSEE must complete the Living Wage
Ordinance Application for Exemption.

10.33  Highest Wage Rate Applies. LESSEE is required to pay the highest applicable wage
rate where more than one wage rate applies.

10.34 Hours of Operation. A regular schedule of days and hours of operation shall be
established by LESSEE. The schedule shall be subject to prior approval by the
CITY, such approval not to be unreasonably withheld, conditioned, or delayed.
Notwithstanding such schedule, LESSEE will have the right to operate outside of
such schedule as necessary in connection with special events and other activities in
the reasonable discretion of LESSEE and without CITYs prior approval.

10.35 Rate of Charges. All prices of merchandise, equipment, and services in LESSEE’s
control shall be comparable with the prices of like merchandise, equipment, and
services offered in the San Diego County area. If no. other similar venues are found
within San Diego County, comparables from other geographic regions can be used
to determine pricing.

10.36 LESSEE’s Risk. Except as otherwise set forth in this Lease and except for such
risks and liability arising from the gross negligence or willful misconduct of CITY
or any of its employees, contractors, or agents, as between CITY and LESSEE,
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LESSEE shall bear all risks and liability arising out of LESSEE’s use or occupancy
of the Premises.

10.37 Liability for Contractors, Etc. Wherever in this Lease LESSEE has an obligation to
cause, or otherwise is responsible for, any act or failure to act by any of LESSEE’s
contractors, subcontractors, licensees, operators, concessionaires, or any other third
parties (each, a “Third Party”), LESSEE shall have satisfied such obligation if
LESSEE (i) shall have required such Third Party to take or refrain from such action
in the applicable contract between LESSEE and such Third Party (each, a
“Required Provision”) and (ii) is reasonably enforcing or shall have reasonably
enforced such contract if LESSEE becomes aware of any default under any
Required Provision by any Third Party.

[Remainder of page intentionally blank. Signatures appear on the following page.]
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certain specified “Key ENA Terms,” and the Council provided such authorization in Resolution
R-314340.

G. The Site is currently leased or licensed by City to third parties and will be used
during the Negotiation Period (defined in Section 1.2) for current or future uses as City deems
acceptable, and City intends that such uses will continue until the Parties enter into a Definitive
Agreement (defined in Section 1.1) for Developer’s long-term ground leasing of the Site and
development of the Proposed Development (defined in Section 6.1) on the Site.

IN CONSIDERATION OF THE PARTIES’” PROMISES AND UNDERSTANDINGS
SET FORTH IN THIS AGREEMENT, THE PARTIES AGREE AS FOLLOWS:

AGREEMENT

1. NEGOTIATIONS.

1.1.  Good Faith Negotiations. During the Negotiation Period, and subject to the terms
and conditions of this Agreement, the Parties shall proceed diligently and in good faith in
negotiation and documentation of potential terms, conditions, covenants, restrictions and
agreements of a future agreement or agreements to be entered into between them for Developer’s
long-term ground leasing of the Site from City for development of the Proposed Development on
the Site (“Definitive Agreement”). The Parties shall determine the exact terms and conditions of
a Definitive Agreement, if any, during the course of their negotiations. Nothing in this
Agreement shall be interpreted or construed: (a) to be a representation or agreement by either
Party that a mutually acceptable Definitive Agreement will be produced from negotiations under
this Agreement; (b) to impose any obligation on either Party to agree to a Definitive Agreement
in the future; or (c) to be a guaranty, warranty or representation that any proposed Definitive
Agreement that may be negotiated by City staff and Developer will be approved by the Council.
Developer acknowledges and agrees that City’s potential approval of any Definitive Agreement
is subject to the retained and reserved sole and absolute discretion of the Council and all legally
required public hearings, public meetings, notices, factual findings and other determinations and
procedures required by law. Nothing in this Agreement shall prevent or prohibit City from
discussing or disclosing the fact that City is a Party to this Agreement or providing any
information in City’s possession or control that would customarily be furnished to persons
requesting information from City concerning City’s activities, goals, matters of a similar nature,
or as required by law to be disclosed, upon request or otherwise.

1.2. Negotiation Period. Subject to Section 1.3, the Parties agree to negotiate under
this Agreement for two years starting on the Effective Date (“Negotiation Period””). The Mayor
or designee, in their sol¢ and absolute discretion, may administratively extend the Negotiation
Period for two (2) extensions of one (1) year each and any such administrative extension of the
Negotiation Period shall be confirmed in a signed letter delivered by City to Developer. Nothing
in this Agreement shall prevent the Mayor or designee from declining to administratively extend
the Negotiation Period or imposing any conditions on an administrative extension of the
Negotiation Period. . B




1.3.  Rights to Terminate. If at any time during the Negotiation Period, a Party
determines, in its sole and absolute discretion, that the Proposed Development is not feasible or
financeable or that it does not otherwise desire to proceed with negotiations under this
Agreement for any reason or no reason, such Party shall provide written notice of such
determination to the other Party. Within ten (10) days after delivery of such notice, the Parties
shall meet to discuss potential termination of negotiations under this Agreement. Within two (2)
days following the meeting, the notifying Party shall confirm or withdraw its intent to terminate
negotiations under this Agreement in writing. The notifying Party’s failure to withdraw its intent
to terminate negotiations under this Agreement within two (2) days following the meeting will be
confirmation of its intent to terminate negotiations under this Agreement. If the notifying Party
confirms its intent to terminate negotiations under this Agreement, the Negotiation Period and
this Agreement shall automatically terminate on the date of such confirmation.

1.4.  Effect of Termination. Upon the expiration or earlier termination of this
Agreement, neither Party shall have any further rights, remedies, or obligations under this
Agreement, except such rights, remedies, or obligations that survive the expiration or earlier
termination of this Agreement under the express terms of this Agreement.

1.5.  City’s Representatives. Developer acknowledges and agrees that City intends to
rely on a core negotiating team to negotiate the Definitive Agreement on City’s behalf and that
City reserves the right to invite City’s additional representatives, employees and consultants to
participate in or attend any negotiation meetings, including representatives of the Office of the
Independent Budget Analyst who will be invited to attend solely as observers at the Council’s
specific request. Developer further acknowledges and agrees that City intends to provide its
representatives, employees and consultants, including JLL, with full access to documents and
other related materials provided by Developer to City under this Agreement.

2. GOOD FAITH DEPOSIT. To provide assurance to City that Developer will proceed
diligently and in good faith to perform all of Developer’s obligations under this Agreement,
concurrent with Developer signing and delivering this Agreement to City, Developer shall
deposit with City One Hundred Thousand Dollars ($100,000) in the form of cash, a cashier’s
check, or a certified check, naming City as beneficiary or payee, as applicable (“Good Faith
Deposit”). All interest accrued on the Good Faith Deposit (if any) shall be the property of City
and shall be retained by City. If Developer has negotiated diligently and in good faith and
performed all its obligations under this Agreement, including performing all the Milestones,
attending all necessary meetings, responding to information requests by City, and willingly
providing all appropriate materials and information requested by City in furtherance of
negotiations towards a Definitive Agreement, the Good Faith Deposit will be, at Developer’s
option, either (a) returned to Developer upon expiration or termination of this Agreement, or (b)
applied towards any deposit or earnest money required to be paid by Developer under a future
Definitive Agreement between the Parties. If an Event of Default by Developer occurs, the Good
Faith Deposit will be retained by City as liquidated damages under Section 21.

3. NON-REFUNDABLE NEGOTIATION PAYMENT. In partial consideration of City
-entering into this Agreement, concurrent with Developer signing and delivering this Agreement -
.t City, Developer shall also pay to City the amount of Seventy Thousand Dollars ($70,000) in .
the form of cash, a cashier’s check, or a certified check (“Negotiation Payment”), naming City as



beneficiary or payee, as applicable. The Negotiation Payment shall be fully earned by City on the
Effective Date and shall be non-refundable to Developer. Developer waives all claim or right to
any refund of the Negotiation Payment or any interest accrued on the Negotiation Payment.

4. LICENSE FEE. In consideration of City authorizing Developer to enter upon the Site
under one or more separate license agreements to perform certain due diligence activities under
this Agreement relating to development of the Proposed Development of the Site, concurrent
with Developer signing and delivering this Agreement to City, Developer shall also pay to City
the amount of Five Thousand Dollars ($5,000) in the form of a cashier’s check or certified check
(“License Payment”), naming City as beneficiary or payee, as applicable. The License Payment
shall be fully earned by City on the Effective Date and shall be non-refundable to Developer.
Developer waives all claim or right to any refund of the License Payment or any interest accrued
on the License Payment.

5. ENTITLEMENT AND ENVIRONMENTAL REVIEW EXPENSES. In addition to
all other payments to be made by Developer under this Agreement, pursuant to City’s
Development Services Department cost recovery program, Developer shall be responsible for the
costs of City review, processing, and preparation of all required environmental review
documents under the California Environmental Quality Act (“CEQA”) or the National
Environmental Policy Act (“NEPA”), as applicable.

6. REPRESENTATIONS AND WARRANTIES. Developer represents and warrants all
the following to City for the purpose of inducing City to enter into this Agreement, as of the
Effective Date:

6.1.1. Developer is a Delaware limited liability company, duly formed, validly
existing and certified in good standing under the laws of the State of California by the California
Secretary of State.

6.1.2. Developer has the legal power, right and authority to enter into this
Agreement and to perform its obligations under this Agreement.

6.1.3. Developer’s undertakings under this Agreement are for the purpose of
negotiating diligently and in good faith to prepare a Definitive Agreement to be entered into
between the Parties for the Site and not for speculation in land holding.

6.1.4. The persons signing this Agreement, the instruments referenced in this
Agreement, and any other documents signed and delivered on behalf of Developer have the full
right, power and authority to do so and have been duly authorized to do so by Developer, and no
other persons are required to approve or sign this Agreement or any other instruments or
documents on behalf of Developer.

6.1.5. The representations and warranties of Developer set forth in this
Agreement shall survive the termination of this Agreement.



7. DEVELOPER.

7.1.  Nature of Developer. City acknowledges that Developer may intend to form a
new entity controlled by Developer or the entities comprising Developer that will be the party to
the Definitive Agreement. City shall have the right to review and approve the organizational
documents of such entity and the entities comprising such entity. Prior to Developer’s delivery of
the signed Definitive Agreement to City, Developer shall submit a copy of all joint venture
formation documents (e.g., limited liability company operating agreement, partnership
agreement, etc.) and all organizational documents of each entity participating in the joint venture,
for approval by City, which approval shall not be unreasonably withheld. Each such document
may be redacted to remove financial terms or other confidential information contained in the
document, provided that such redactions do not limit City’s ability (as determined by City, in its
sole and absolute discretion) to complete a comprehensive evaluation of the organizational
structure of the joint venture and all entities participating in the joint venture.

7.2. Principals and Employees of Developer Developer’s employees or
representatives who are to be directly involved in the Proposed Development and who have been
designated to negotiate the Definitive Agreement with City, and to engage in the activities
necessary to determine the feasibility of the Proposed Development are as follows:

Zephyr Investors, LLC
Brad Termini
Ryan Herrell
Austin Richter

Legends Venue Management, LLC
Bill Rhoda
Shelby Jordan

Chelsea Investment Corporation
James J. Schmid
Jim Andersen

7.3.  Developer’s Consultants and Professionals. Developer shall disclose to City its
principals, shareholders, partners, members, joint venturers and officers. Developer shall
disclose to City the names of its primary architect, planning consultant, CEQA consultant, traffic
consultant and civil engineer. City shall not have any right to approve or disapprove any of
Developer’s consultants. However, City may advise Developer that a proposed person does not
have sufficient financial or operational capabilities or experience to participate in the Proposed
Development, or such person is reasonably believed to not be of good character or reputation.
Developer is required to make full disclosure to City of its principals, officers, employees, and
other associates and, specifically with respect to its financing of the Proposed Development, its
partners, joint venturers, lenders, and other financial partners participating in the financing of the
Proposed Development, and all other pertinent information concerning Developer and its
associates. DR o




8. PROPOSED DEVELOPMENT.

8.1.  Proposed Development Concept and Essential Terms and Conditions. For the
purposes of the Parties’ negotiations under this Agreement, the proposed development of the Site
to be required under the Definitive Agreement shall substantially conform with the program and
development concept generally set forth in Developer’s responses to the NOA and subsequent
RFI.(each of which is attached to this Agreement in EXHIBIT C and collectively referred to as
“Developer’s Original. Proposal”) for the development and operation of a mixed-use
development on the Site that will include, at a minimum, all the following elements (collectively,
“Proposed Development”): (a) affordable housing in compliance with the SLA; (b) market-rate
housing; (c) replacement of the existing Sports Arena located on the Site; (d) a hotel; (¢) retail
space; and (f) open space. Each element of the Proposed Development identified in clauses “(a)”
through “(f)” in the immediately preceding sentence is referred to in this Agreement as a
“Programmatic Component.” The Proposed Development shall be consistent with the SLA, the
Midway-Pacific Highway Community Plan (as may be amended, in the Council’s discretion, to
accommodate the Proposed Development), and all other applicable laws or governmental
regulations. City and Developer acknowledge that the Programmatic Components may be
modified as required by City acting in its governmental regulatory capacity or during City’s
CEQA review process for the Proposed Development.

8.2, Qualifying Affordable Housing Units. Developer acknowledges that City
provided Developer with first negotiating priority under the SLA for proposing the most
qualifying affordable units (i.e., units affordable to households earning 80 percent area median
income or below) on the Site, at 2,000 units. Accordingly, in addition to the minimum elements
of the Proposed Development described in Section 8.1, the Proposed Development in the
Definitive Agreement must contain at least 2,000 qualifying affordable housing units.

8.3.  Certain Definitive Agreement Terms. Among other terms and conditions, the
Parties intend that the following terms and conditions will be incorporated into a future
Definitive Agreement:

8.3.1. Developer’s ground leasing of the Site will, at a minimum, be:
(a) conditioned on Developer providing City with Developer’s financing plan for the ground
leasing of the Site and multiple-phased long-term development of the Proposed Development;
(b) conditioned on City approval of a Specific Plan and Master Planned Development Permit as
provided in the Midway-Pacific Highway Community Plan, as well as certification of any CEQA
document prepared for the Proposed Development on the Site; and (¢) “as is,” without
representation or warranty of any kind.

8.3.2. Developer will design, obtain all required government approvals for,
construct, and operate the Proposed Development on the Site at its own cost and expense, under
a schedule of performance to be negotiated as part of the Definitive Agreement, a scope of
development to be negotiated as part of the Definitive Agreement, and plans and specifications
prepared by Developer and approved by City. City acknowledges that portions of the Site may
be subleased and developed by third parties that will obtain the government approvals for the
applicable portions of the Proposed Development. Developer acknowledges that regardless of
such subleasing or development of portions of the Proposed Development by third parties, the



Developer will be responsible for designing and obtaining all required government approvals for
constructing and operating the Proposed Development on the Site under a schedule of
performance in the Definitive Agreement.

8.3.3. . Developer shall be responsible for design and construction of all
improvements in public rights-of-way adjacent to the Site required for the Proposed
Development, at Developer’s own cost and expense.

8.3.4. Developer shall submit to City a good faith perforfnance deposit in a form
mutually acceptable to the Parties at the time Developer signs and delivers the Definitive
Agreement to City.

9. DEVELOPER’S OBLIGATIONS AND PERFORMANCE MILESTONES.
The term “Commencement Date”” means February 1, 2023.

9.1.  Quarterly Council Updates. Developer shall meet with City staff regularly to
provide updates on Developer’s progress in completing Developer’s obligations under Sections
9.2 through 9.5 (each, a “Milestone”). Developer shall attend quarterly Council updates
presented by City staff and participate in such updates as City staff or the Council request,
including submitting written reports, presenting on Milestone(s) progress, and answering
questions from the Council.

9.2.  Community Engagement Plan. No later than thirty (30) calendar days after the
Commencement Date (March 3, 2023), Developer shall submit to City for its approval, a
community engagement plan (“Community Engagement Plan”) that includes Developer’s
proposed plan for conducting outreach to community groups and stakeholders to educate the
public about, and seek input with respect to, the Proposed Development. Developer shall host
publicly noticed meetings, no less than quarterly, to provide a forum for members of the public
and stakeholders to receive updates about the Proposed Development. City encourages
Developer to offer these meetings physically, virtually, and hybrid (in person and virtual), and at
a variety of locations and times of day to ensure public access. Once City approves the
Community Engagement Plan, Developer shall be responsible for implementing the Community
Engagement Plan during the Negotiation Period and providing updates to City staff about
implementation of the Community Engagement Plan. Developer also agrees to provide notice to
City of all meetings it will be hosting or attending about the Proposed Development, so City staff
may participate in the meetings, as appropriate. Further, Developer agrees to provide notice to
City staff of Developer’s intent to schedule any meetings with other government agencies
relating to the Proposed Development.

9.3. Due Diligence. No later than one hundred eighty (180) calendar days after the
Commencement Date (July 31, 2023), Developer shall conduct all due diligence activities on the
Site or otherwise that it deems necessary to provide Developer with sufficient information to
determine the feasibility of developing the Proposed Development on the Site. Upon Developer’s
request, from time to time, City shall reasonably endeavor to assemble and provide information

.+ to Developer about the Site that is within City’s possession. City makes no representation or

warranty to Developer about the completeness or accuracy of any information provided to



Developer. Developer acknowledges that, regardless of the results of Developer’s investigations
- of the Site or the improvements on the Site, the Definitive Agreement will provide for City’s
leasing of the Site to Developer in the Site’s “as-is” condition, with all faults and defects.

9.4. Pro Forma. No later than one hundred eighty (180) calendar days after the
Commencement Date (July 31, 2023), Developer will submit to City a detailed pro forma (“Pro
Forma”) for the Proposed Development that separately articulates each Programmatic
Component and identifies funding sources and uses, development budgets, operating cash flows,
consideration to City, subsidies required, and developer/investment return targets. Developer
shall refine the Pro Forma periodically to reflect changes to the Proposed Development during
the Negotiation Period, information from Developer’s due diligence review of the Site, the
results of market demand and feasibility studies, CEQA review, the requirements of City acting
in its governmental regulatory capacity, and all other relevant information. The Pro Forma shall
include, at a minimum, the information described in EXHIBIT E and clearly note and explain all
refinements to the Pro Forma delivered to City as part of Developer’s Original Proposal. The Pro
Forma shall be submitted to City in an editable Microsoft Excel format with all working
formulas and assumptions. All values shall be based on Developer’s assumptions provided in the
Pro Forma and shall not make use of “hard-coded” values. The Pro Forma shall be presented in a
manner that is reasonably acceptable to City and readily enables City to: (a) confirm the
feasibility of the Proposed Development; (b) verify the cost, market, ground rent, and other
economic assumptions used by Developer; and (c) sensitivity test a range of alternative inputs.

9.5.  Financing Plan. Concurrent with Developer’s submittal of the Pro Forma to City
under Section 9.4, Developer shall submit to City its proposed financing plan (“Financing Plan”)
for the Proposed Development that will include, at a minimum, proposed financing for all
Programmatic Components, anticipated debt and equity sources, all letters of interest from
potential financing partners, bank and other financial references, financial statements,
identification of all proposed sources of subsidies for the affordable housing, all proposed public
financing, and an analysis of the Proposed Development’s competitiveness for such subsidy
sources. Developer shall make and maintain full disclosure to City of the methods of financing
and the financing documents to be used in the Proposed Development. Developer shall update
the Financing Plan periodically to reflect changes to the Proposed Development during the
Negotiation Period or information obtained or developed from Developer’s due diligence for the
Proposed Development, the results of market demand and feasibility studies, CEQA review, the.
requirements of City acting in its governmental regulatory capacity and all other relevant
information. The Parties acknowledge and agree that, while Milestone submittals will be made in
accordance with this Agreement, the Proposed Development will occur on a master and long-
term phased schedule that is expected to be described in the Specific Plan and Master Planned
Development Permit for the Proposed Development required by the Midway-Pacific Highway
Community Plan. As a result, the final formal Financing Plan for each phase may not be
complete until a few months before construction of the particular phase commences.

9.6. Proposed Development Description and City Processing. No later than two
hundred seventy (270) calendar days after the Commencement Date (October 29, 2023),
Developer shall submit a concise written description of the Proposed Development and related
supporting information with sufficient detail to, understand the Proposed Development and each
Programmatic Component and undertake environmental review of the Proposed Development'




under CEQA; provided, however, that Developer shall provide additional information and data
about the Proposed Development requested by City and necessary to complete environmental
review of the Proposed Development under CEQA, in City’s sole and absolute discretion. At a
minimum, the Proposed Development description submitted by Developer to City under this
Section 9.6 shall include the supporting information described in EXHIBIT D for each
Programmatic Component. All submittals and CEQA review shall be done in accordance with
the requirements of the City’s Development Services Department project application and review
procedures and-the Land Development Code provisions of the San Diego Municipal Code. City
agrees to cooperate reasonably in the processing and review of all documents submitted by
Developer in connection with the Proposed Development and CEQA review. If Developer pays
the customary fees charged by City’s Development Services Department for expedited
processing of development applications, then once Developer has submitted a complete
development application for the Proposed Development and CEQA review, City will expedite its
review of Developer’s application in accordance with the expedited procedures used by City’s
Development Services Department. At Developer’s request, City will endeavor to dedicate a
specific City staff member or consultant to City’s review of development applications for the
Proposed Development as long as Developer agrees to pay processing fees to City allowing
City’s full cost recovery of the dedicated staff position or consultant.

9.7.  Site Access Delays. In the event Developer is delayed in obtaining reasonable Site
access to begin conducting Due Diligence by one or more parties, by the Commencement Date,
Developer shall notify City accordingly and the Milestone deadlines shall be tolled one day for
each day of delay.

9.8.  Additional Submittals. In addition to the information described in this Section 9,
Developer acknowledges and agrees that City reserves the right at any time to reasonably request
from Developer additional information, including data and financial documents, to determine or
confirm Developer’s experience, its approach to financing the Proposed Development, and its
capability to construct, develop and operate the Proposed Development. Without limiting any of
City’s rights under this Agreement, City will provide reasonable time for Developer to obtain
and submit such additional information to City.

9.9.  Changes to Proposed Development. The Parties acknowledge that changes may
occur in the Proposed Development as additional information is obtained or developed during
the Negotiation Period to achieve a plan for the Proposed Development that is acceptable to both
Parties. Developer shall deliver updated written documentation to City of all changes to the
Proposed Development, including changes to Programmatic Components, the Proposed
Development description under Section 9.6, development plans, the Financing Plan, the Pro
Forma, etc., clearly identifying changes to the scope, scale, or location of the Proposed
Development for City’s consideration and approval. The parties acknowledge that changes in
the Proposed Development may be required by City acting in its governmental regulatory
capacity or during City’s CEQA review process for the Proposed Development.




10. DEVELOPER’S FINDINGS, DETERMINATIONS, STUDIES, AND REPORTS.
From time to time, as requested by City, Developer agrees to make reasonable oral and written
progress reports, and submit to City reports and analyses, advising City on all matters related to
the development, including financial feasibility analyses, construction cost estimates, marketing
studies, and similar due diligence matters (“DD Documents”). If this Agreement is terminated or
expires before any or all DD Documents are finalized, Developer shall turn over all DD
Documents to City on the date of such termination or expiration, even if some or all of the DD
Documents are not in a final form. Developer may reasonably redact the content of the DD
Documents for confidentiality purposes. Such redactions may include attorney work product,
attorney-client communications and proprietary financial information. City shall determine, in its
sole and absolute discretion, whether any DD Documents or other materials provided to City by
Developer are subject to, or are exempt or partially exempt from, disclosure under the California
Public Records Act (“CPRA”). If Developer notifies City in writing that it objects to the
disclosure of certain information to a third party, Developer shall deliver to City, with such
notice, specific and detailed written legal grounds, including any applicable case law, upon
which City may rely for withholding any information requested under the CPRA. Developer
agrees that City shall not be liable or obligated for any burden or loss (financial or otherwise)
incurred by Developer as a result of City’s disclosure or non-disclosure of any such information
in response to a third party’s request under the CPRA.
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11. INDEMNITY. Developer shall protect, defend, indemnify, and hold harmless
(collectively, “Indemnify”) City, the Council, and each City elected official, employee, agent, or
attorney (collectively, “City Entities”) against all claims, losses, costs, damages, expenses,
liabilities, liens, actions, causes of action (whether in tort, contract, under statute, at law, in
equity, or otherwise, or foreseeable or unforeseeable), charges, awards, assessments, fines or
penalties of any kind (including reasonable consultant and expert fees, expenses and
investigation costs of whatever kind or nature, and attorney fees and costs), all judgments, and
other costs incurred in enforcing Developer’s obligation(s) to Indemnify the City Entities under
this Agreement (collectively, “Claims™) arising from: (a) personal injury (including death) or
property damage (to property of Developer or any other person) occurring as a result of
Developer’s activities in performing this Agreement; (b) all wrongful intentional acts or
negligence of one or more of Developer or Developer’s officers, employees, contractors, or
agents (collectively, “Developer Entities”); (c) strict liability relating to Developer’s activities in
performing this Agreement; (d) all applications for government approvals for the Proposed
Development made by or on behalf of one or more Developer Entities; () all agreements that
one or more Developer Entities makes with a third person regarding this Agreement, the
Proposed Development, or any of Developer’s activities in performing this Agreement; (f) all
services, labor, material, or equipment supplied to, for, on behalf of, or at the request of one or
more Developer Entities; or (g) all workers” compensation claims by employees or contractors of
one or more Developer Entities. Notwithstanding anything to the contrary in this Agreement,
Developer’s obligation to Indemnify the City Entities excludes Claims arising solely from the
established active negligence or willful misconduct of a City Entity. Developer’s obligation to
Indemnify the City Entities shall also exclude any claim, cost, expense or liability to the extent
arising out of (1) any physical condition of the Site existing before the Effective Date and
discovered (but not created) by Developer during investigation of the Site; or (2) Developer’s
discovery of any hazardous substances (defined in any applicable federal, state or local law or
statute) on or under the Site that existed on or under the Site before the Effective Date ; provided,
however, that Developer’s obligation to Indemnify the City Entities includes Developer’s
exacerbation of any Site condition, including any release of a hazardous substance, whether or
not existing on or under the Site before the Effective Date. The Council must approve the
selection of all legal counsel designated to represent City’s interests in any indemnified Claim.
City may, at its election, conduct its own defense or participate in the defense of any indemnified
Claim. If City elects to conduct its own defense, participate in its own defense, or obtain
independent legal counsel in defense of any indemnified Claim, Developer shall pay all
reasonable costs related to such activity, including reasonable attorneys’ fees and costs. The
affected City Entities shall notify Developer of any indemnified Claim within a reasonable time
and shall reasonably cooperate with Developer’s defense of the City Entities. Developer may
only settle an indemnified Claim with the prior written consent of the affected City Entities, in
their respective sole and absolute discretion. Developer’s obligation to Indemnify the City
Entities under this Agreement is independent of Developer’s other obligations under this
Agreement. If the extent of Developer’s obligation to Indemnify the City Entities under this
Agreement exceeds the indemnity obligation allowed by applicable law, Developer’s obligation
to Indemnify the City Entities shall be reduced to the extent required to comply with applicable
law. Developer’s obligation to Indemnify the City Entities under this Agreement shall survive
the expiration or termination of this Agreement, until all actual or prospect1ve Claims subject to
Developer’s obligation to Indemnify the City Entities under this Agreement are fully, finally,
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absolutely, and completely barred by applicable statutes of limitations. To the extent a Claim
arises from Developer’s physical entry onto the Site, the indemnity provisions in Section 12 of
each separate license agreement entered into between City and Developer authorizing
Developer’s physical entry onto the applicable portion(s) of the Site shall prevail over any
conflicting indemnity provisions in this Section 11.

12. NOTICES. All notices submitted by either Party to the other Party under or as required
by this Agreement shall be in writing and sent by messenger for immediate personal delivery,
nationally recognized overnight (one business day) delivery service (i.e., United Parcel Service,
Federal Express, etc.), or by registered or certified first-class mail through the United States
Postal Service, postage prepaid, return receipt requested, to the address of the recipient Party, as
designated below in this Section 12. Notices may be sent in the same manner to such other
addresses as either Party may from time to time designate by notice under this Section 12. Notice
shall be deemed received by the addressee, regardless of whether or when any return receipt is
received by the sender or the date set forth on such return receipt, on the day that the notice is
sent by messenger for immediate personal delivery, the next day on which the overnight delivery
service makes deliveries after the day of delivery of the notice to a nationally recognized
overnight delivery service, or 3 days after the notice is deposited with the United States Postal
Service in accordance with this Section 12. Any attorney representing a Party may give any
notice on behalf of such Party. The notice addresses for the Parties, as of the Effective Date, are
as follows:

Notices to Developer under this Agreement shall be sent to:

Midway Rising, LLC

c/o Legends Venue Management, LLC

Attn: Legal Department

61 Broadway, 24™ Floor

New York, NY
Copies of any notices or materials provided to the above address
also should be provided to:

Legends

Attn: Shelby Jordan 1T
3830 Clarington Avenue
Culver City, CA 90232

Chelsea Investment Corporation
Attn: Jim Andersen

6339 Paseo Del Lago

Carlsbad, CA 92011

Notices to City under this Agreement shall be sent to:
Director, Department of Real Estate and Airport Management

1200 Third-Avenne, Suite 1700
San Diego, CA 92101
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13.  ASSIGNMENT OR TRANSFER. The expertise, experience, and financial capability of |
(a) Zephyr Investors LLC, and (b) Legends Venue Management, LLC as individual members of
Midway Rising, LLC, and Chelsea Investment Corporation as Midway Rising LLC’s affordable

housing developer, to undertake development of the Proposed Development on the Site are of
significant importance to City. City would not have entered into this Agreement but for such

expertise, experience, and financial capability. As a result, Developer shall not have any right to

make or allow any assignment (including any 10% or greater change in ownership of Developer)

of this Agreement (or any right, duty, or obligation under this Agreement) without the prior

written consent of City, which may be given or withheld in the City's sole and absolute

discretion. Developer acknowledges and agrees that, under the circumstances that this

Agreement is entered into by the Parties and the public nature of the Site, the restrictions in this

Agreement on assignments are reasonable. Any assignment of or attempt to assign this

Agreement, whether by operation of law, through a pledge, hypothecation, or otherwise shall

automatically terminate this Agreement. Additionally, should one of the primary entities listed

above in a-c propose to assign or transfer their interest in this agreement, through a sale of its

interests, City shall review sales documents and reserve the right to collect a portion of the

proceeds of said assignment or transfer.

14. REAL ESTATE COMMISSIONS. Developer represents and warrants that Developer
did not engage or deal with any broker or finder in connection with this Agreement and no
person is entitled to any commission or finder’s fee regarding this Agreement or Developer’s
potential future ground leasing of the Site on account of any agreement or arrangement made by
Developer. Developer shall Indemnify the City Entities against any breach of the representation
and warranty set forth in the immediately preceding sentence.

15, FRAMEWORK OF NEGOTIATIONS. The Parties acknowledge that this Agreement
is a framework for negotiation of essential terms of a future Definitive Agreement, but that
they have not agreed upon the essential terms or the material elements of a transaction,
including ground lease rent, the final legal description of the portions of the Site that will be
subject to the Definitive Agreement, the time or manner of and significant terms related to
the Definitive Agreement, the conditions precedent to lease, if any (including the design and
entitlement of the Proposed Development), and the requirements related to development of
the Proposed Development, each of which are an essential component of the potential
transaction, will be the subject of further negotiations, and shall be set forth, if at all, in a
Definitive Agreement approved by the Council, in its sole and absolute discretion (or in the
case of Developer, approved by its principal(s)), and signed by the respective authorized
representatives of each Party. Further, Developer acknowledges that the design of the
Proposed Development, the identity, stability and financial capacity of Developer, and the
terms and conditions of a lease of the Site, if any, will be of material concern to City and
comprise part of the essential terms of a future Definitive Agreement that are not yet agreed
upon by the Parties.

l6. DEVELOPER ACKNOWLEDGMENTS. Developer acknowledges and agrees that:
(a) under this Agreement, City is not committing itself or agreeing to enter into a Definitive

Agreement, undertake any exchange, sale, lease or other transfer of real property or real property,. ... .. =

interest to Developer, approve any land use entitlements, or undertake any other acts or activities
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regarding real property; (b) no provision of this Agreement shall be deemed to be an offer by
City, nor an acceptance by City of any offer or proposal from Developer, for City to convey any
estate or interest in the Site to Developer or for City to provide any financial or other assistance
to Developer for development of the Proposed Development or any other development of the
Site; (c) Developer has not acquired, and will not acquire, by virtue of the terms of this
Agreement, any legal or equitable estate or interest in real or personal property from City; and
(d) further efforts by either Party to perform due diligence, arrange or obtain financing, or carry
out other acts in contemplation of the possible ground leasing of the Site or development of the
Proposed Development on the Site shall not be deemed evidence of intent by either Party to be
bound by any terms, conditions, covenants, restrictions or agreements relating to ground leasing
of the Site or development of the Proposed Development on the Site.

17. NO CITY APPROVAL. Nothing in this Agreement, nor any comments provided by
City staff, nor any failure of City staff to provide comments to any submittal under this
Agreement shall: (1) modify or replace any land use entitlement process of City applicable to the
Site or the Proposed Development, (2) limit the police power land use jurisdiction of City
relative to the Site or the Proposed Development, (3) constitute an approval of all or any portion
of the Proposed Development by City under the police power land use jurisdiction of City, or (4)
constitute any City approval of all or any portion of a future Definitive Agreement with
Developer. City is the land use authority regarding the Site. City is not obligated to expedite any
reviews, approvals, notices, meetings, or any other related matters, and nothing contained in this
Agreement shall be construed to limit City’s discretion in its activities relating to this
Agreement, the Site, or the Proposed Development, or cause City to incur any liability or
obligation in connection with any delay in obtaining or failure to obtain land use entitlements or
approvals relative to the Proposed Development or the Site. Nothing contained in this Agreement
shall constitute a waiver, amendment, promise or agreement by City (or any of its departments or
boards) as to the issuing of any approval, permit, consent or other entitlement in the exercise of
City’s regulatory capacity or function.

18. COSTS AND EXPENSES. Developer shall be solely responsible for payment of all
fees, costs and expenses of all engineers, architects, financial consultants, legal, planning or other
consultants or contractors, retained by Developer for any study, analysis, evaluation, report,
schedule, estimate, environmental review, planning or design activities, drawings, specifications
or other activity or matter relating to the Site or the Proposed Development or negotiation or
documentation of a future Definitive Agreement that may be undertaken by Developer before or
during the Negotiation Period in reliance upon this Agreement or in Developer’s discretion,
regarding any matter relating to this Agreement, a future Definitive Agreement, the Site, or the
Proposed Development. No such activity or matter shall be deemed to be undertaken for the
benefit of, at the expense of, or in reliance upon City. Regardless of the outcome of negotiations
under this Agreement, City shall not be obligated to pay, reimburse or refund any expenses, fees,
charges or costs incurred by Developer in pursuit of any study, analysis, evaluation, report,
schedule, estimate, environmental review, planning or design activities, drawings, specifications
or other activity or matter relating to this Agreement, the Site, the Proposed Development, or
negotiation or documentation of a future Definitive Agreement that may be undertaken by
Developer before or during the Negotiation Period. . I

e
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19.  EVENTS OF DEFAULT.

19.1. Developer Events of Default. The occurrence of any of the following shall
constitute an “Event of Default” by Developer under this Agreement:

19.1.1. Misrepresentation. Any material breach of any representation or warranty
made by Developer in this Agreement that is not cured within 30 calendar days after notice from
City to Developer of such breach.

19.1.2. Failure to Make Deposit. Developer’s failure to deliver either the Good
Faith Deposit, the Negotiation Payment, or the License Payment to City as and when required by
this Agreement.

19.1.3. Failure to Make Submittal. Developer’s failure to deliver any item
described in Section 9 or Section 10 to City as and when required by this Agreement, unless
Developer receives prior written approval from City, in City’s sole and absolute discretion,
approving a late submittal. If Developer anticipates a delay, it should make best efforts to notify
City at the earliest possible date of such delay.

19.1.4. Other Material Breach. The occurrence of any other event constituting a
material breach of this Agreement by Developer if such breach is not cured within 15 calendar
days after City delivers notice to Developer of such breach.

20. CITY REMEDIES. If there is an Event of Default by Developer, City may, in City’s
sole and absolute discretion, terminate this Agreement by sending written notice of termination
to Developer, retain the Good Faith Deposit as liquidated damages under Section 21, or exercise
any other remedies available to City at law or in equity regarding such Event of Default by -
Developer.

21. CITY LIQUIDATED DAMAGES. THE PARTIES AGREE THAT IT IS
EXTREMELY IMPRACTICAL AND DIFFICULT, IF NOT IMPOSSIBLE, TO FIX THE
EXACT AMOUNT OF DAMAGE THAT WOULD BE SUFFERED BY CITY AS A RESULT
OF AN EVENT OF DEFAULT BY DEVELOPER. THE PARTIES HAVE CONSIDERED
CAREFULLY THE LOSS TO CITY OCCASIONED BY AN EVENT OF DEFAULT BY
DEVELOPER, THE EXPENSES OF CITY INCURRED IN CONNECTION WITH THIS
AGREEMENT, THE EXPENSES OF CITY’S PERFORMANCE UNDER THIS
AGREEMENT, AND THE OTHER DAMAGES, GENERAL AND SPECIAL, THAT THE
PARTIES REALIZE CITY WILL SUSTAIN, BUT THAT CITY CANNOT AT THIS TIME
CALCULATE WITH REASONABLE CERTAINTY. BASED ON ALL THOSE
CONSIDERATIONS, THE AMOUNT OF THE GOOD FAITH DEPOSIT IS THE
REASONABLE ESTIMATE BY THE PARTIES OF THE DAMAGES CITY WOULD
SUFFER ON THE OCCURRENCE OF AN EVENT OF DEFAULT BY DEVELOPER.
ACCORDINGLY, ON THE OCCURRENCE OF AN EVENT OF DEFAULT BY
DEVELOPER, CITY SHALL RETAIN THE GOOD FAITH DEPOSIT AS LIQUIDATED
DAMAGES. DEVELOPER SEEKS TO LIMIT ITS LIABILITY UNDER THIS AGREEMENT
TO THE AMOUNT OF THE GOOD’ FAITH DEPOSIT IF CITY TERMINATES THIS
AGREEMENT DUE TO THE OCCURRENCE-OF AN EVENT OF DEFAULT BY

15









23.4. Equal Pay Ordinance. Unless an exception applies, Developer shall comply with
the “Equal Pay Ordinance” codified in SDMC sections 22.4801 through 22.4809. Developer
shall certify in writing that it will comply with the requirements of the Equal Pay Ordinance. The
Equal Pay Ordinance applies to any subcontractor who performs work on behalf of Developer to
the same extent as it would apply to Developer. Developer shall require all its subcontractors to
certify compliance with the Equal Pay Ordinance in written subcontracts.

23.5. Product Endorsement. Developer shall comply with Council Policy 000-41
concerning product endorsement, requiring that any advertisement referring to City as a user of a
good or service must have the prior written approval of the Mayor.

23.6. Business Tax Certificate. Unless City’s City Treasurer determines in writing that
Developer is exempt from the payment of business tax, Developer is required to obtain a City
business tax certificate and provide a copy of such certificate to City before commencing any
activities under this Agreement.

23.7. Employment of City Staff. Under City Council Policy 300-11, if Developer
employs an individual, who, within 12 months immediately preceding such employment, did, in
the individual’s capacity as a City officer or employee, participate in, negotiate with, or
otherwise have an influence on the recommendation made to the Council in connection with the
entry into this Agreement, City, in its sole and absolute discretion, shall have the right to
unilaterally and immediately terminate this Agreement by notice to Developer.

24.  MISCELLANEOUS.

24.1.  Approvals and Consents. Unless this Agreement otherwise expressly provides or
unless applicable law requires otherwise, all approvals, consents or determinations to be made by
or on behalf of: (a) City under this Agreement shall be made by the Mayor or designee; or (b)
Developer under this Agreement shall be made by Shelby Jordan II (“Developer
Representative™). Unless otherwise provided in this Agreement, whenever approval, consent, or
satisfaction is required of a Party under this Agreement, such approval, consent, or satisfaction
shall not be unreasonably withheld, conditioned or delayed, and any reasons for disapproval shall
be stated in reasonable detail in writing. Approval by Developer or City of any act or request by
the other shall not be deemed to waive or render unnecessary approval of any similar or
subsequent acts or requests. '

24.2.  Principles of Interpretation. No inference in favor of or against any Party shall be
drawn from the fact that such Party drafted any part of this Agreement. The Parties participated
substantially in the negotiation, drafting, and revision of this Agreement, with advice from legal
and other counsel and advisers of their own selection. A word, term, or phrase defined in the
singular in this Agreement may be used in the plural, and vice versa, all in accordance with
ordinary principles of English grammar, which shall govern all language in this Agreement. The
words “include” and “including” in this Agreement shall be construed to be followed by the
words “without limitation.” Each collective noun in this Agreement shall be interpreted as if
followed by the words “(or any part of it),” except where the coutext clearly requires otherwise.
Every reference to a document, including this Agreement, refers to, such document, as modified
from time to time (excepting any modification violating this Agreement), and includes all
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exhibits, schedules, addenda, and riders to such document. The word “or” in this Agreement
includes the word “and,” except where the context clearly requires otherwise. Every reference to
a law, statute, regulation, order, form, or similar governmental requirement refers to each such
requirement as amended, modified, renumbered, superseded, or succeeded, from time to time.

24.3. Governing Law. The procedural and substantive laws of California shall govern
the interpretation and enforcement of this Agreement, without application of conflicts of laws
principles or statutes. The Parties acknowledge and agree that this Agreement is entered into, is
to be fully performed in and relates to real property located in the County of San Diego,
California. All legal actions arising from this Agreement shall be filed in San Diego Superior
Court or in the United States District Court with jurisdiction in the County of San Diego,
California.

24.4. Relationship of Parties. The Parties each intend and agree that City and Developer
are independent contracting entities and do not intend by this Agreement to create any
partnership, joint venture, or similar business arrangement, relationship, or association between
them.

24.5. Conflict of Interest. No member, official, or employee of City shall have any
personal interest, direct or indirect, in this Agreement, nor shall any such member, official, or
employee participate in any decision relating to this Agreement that affects their personal
interests or the interests of any corporation, partnership, or association in which they are, directly
or indirectly, interested. Developer warrants that it has not paid or given, and will not pay or
give, directly or indirectly, any City employee or official, any money or other consideration at
all, whether or not connected in any way with the subject matter of this Agreement. Further,
Developer warrants that it has no knowledge of any financial interest of any City employee or
official in Developer, directly or indirectly, or in any person or entity affiliated with Developer,
or in any transaction in which Developer has been involved.

24.6. Warranty Against Payment of Consideration for Agreement. Developer represents
and warrants to City that: (a) Developer has not employed or retained any Person to solicit or
secure this Agreement upon an agreement or understanding for a commission, percentage,
brokerage, or contingent fee, excepting bona fide employees of Developer; and (b) no gratuities,
in the form of entertainment, gifts or otherwise have been or will be given by Developer or any
of Developer’s agents, employees, or representatives to any elected or appointed official or
employee of City in an attempt to secure this Agreement or favorable terms or conditions for this
Agreement. Breach of the representations or warranties in this Section 24.6 shall entitle City to
terminate this Agreement immediately. Upon any termination of this Agreement under this
Section 24.6, Developer shall immediately repay to City all payments made to or on behalf of
Developer by City (if any) under this Agreement prior to the termination date.

24.7. Unavoidable Delay. Performance by either Party under this Agreement shall not
be considered to be in default, where any such default is due to the occurrence of an Unavoidable
Delay. Any Party claiming an Unavoidable Delay shall notify the other Party: (a) within twenty
- (20) days after such Party knows of‘thie Unavoidable Delay; and (b) within twenty (20) days after
the Unavoidable Delay ceases to exist. To. be.effective, any notice of an Unavoidable Delay must
describe the Unavoidable Deldy-in réasonable written detail. The Party claiming an extension of
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time to perform due to an Unavoidable Delay shall exercise commercially reasonable efforts to .
cure the condition causing the Unavoidable Delay, within a reasonable time. Notwithstanding
anything to the contrary in this Agreement, no obligation of a Party for payment of money under
this Agreement may be delayed by the occurrence of an Unavoidable Delay, unless the delay in
payment of money is due to an Unavoidable Delay that prevents or materially limits the ability to
transfer funds by or between federal or state chartered financial institutions. “Unavoidable
Delay” means and refers to a delay in either Party performing any obligation under this
Agreement arising from or on account of any cause whatsoever beyond the Party’s reasonable
control, including strike, labor trouble or other union activity, casualty, war, act of terrorism, riot,
- litigation, governmental action, regional natural disaster, pandemic, or inability to obtain
materials. Unavoidable Delay shall not include delay caused by a Party’s financial condition,
illiquidity, or insolvency.

24.8. No Other Representations or Warranties. Except as expressly set forth in this
Agreement, no Party makes any representation or warranty material to this Agreement to another
Party.

24.9.  No Third-Party Beneficiaries. Nothing in this Agreement, express or implied, is
intended to confer any rights or remedies under or by reason of this Agreement on any person
other than the Parties and their respective permitted successors and assigns (if any), nor is
anything in this Agreement intended to relieve or discharge any obligation of any third party to
any Party or give any third party any right of subrogation or action over or against any Party.

24.10. Time for Performance.

24.10.1. Expiration. All performance, expiration, or termination dates
(including cure dates) in this Agreement expire at 5:00 p.m., Pacific Time, on the specified date.

24.10.2. Weekends and Holidays. A date that falls on a Saturday, Sunday or
City holiday is deemed extended to the next day on which City is open for performance of
general City functions with regular City personnel.

24.10.3. Days for Performance. All periods for performance specified in
this Agreement in terms of days shall be calendar days, and not business days, unless otherwise
expressly provided in this Agreement.

24.104. Time of the Essence. Time is of the essence with respect to each
provision of this Agreement.

24.11. Waivers and Amendments. Each waiver of a term, provision, covenant, condition,
restriction, or agreement contained in this Agreement must be in writing and signed by the
authorized representative(s) of the Party making the waiver. Failure to insist on strict compliance
with a term, provision, covenant, condition, restriction, or agreement contained in this
Agreement at any time or times shall not constitute a waiver of such term, provision, covenant,

condition, restriction, or agreement at any other time, nor shall any waiver or relinquishment of ..

any right or power under this Agreement at any time or times constitute a waiver or

- relinguishment of such right or power at any other time. Each amendment to this Agreement .

must be in writing and signed by the authorized representative(s) of both City and Developer.
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24.12. Survival of Agreement. All the provisions of this Agreement shall be applicable
to any dispute between the Parties arising from this Agreement, whether prior to or after the
expiration or earlier termination of this Agreement, until any such dispute is finally and
completely resolved between the Parties, either by written settlement, entry of a non-appealable
judgment, or expiration of all applicable statutory limitations periods, and all terms and
conditions of this Agreement relating to dispute resolution and remedies shall survive the date of
expiration or earlier termination of this Agreement.

24.13. Integration. This Agreement includes twenty (20) pages and five (5) exhibits (the
exhibits are incorporated into this Agreement by reference) constituting the entire understanding
and agreement of the Parties regarding the subject matter of this Agreement and supersedes all
previous negotiations or agreements between the Parties relating to the subject matter of this
Agreement.

24.14. Titles and Headings for Reference Only. The titles and headings of the articles,
paragraphs, or sections of this Agreement are for convenience of reference only, are not to be
considered a part of this Agreement, and shall not in any way interpret, modify, or restrict the
meaning of any term, provision, covenant, condition, restriction, reservation, or agreement in this
Agreement.

24.15. Severability. If a term, provision, covenant, condition, restriction, or agreement
contained in this Agreement or its application to any person or circumstance shall to any extent
be invalid or unenforceable, then the remainder of this Agreement, or the application of such a
term, provision, covenant, condition, restriction, or agreement to persons or circumstances other
than those as to which the term or provision is invalid or unenforceable, shall not be affected by
such invalidity. All remaining terms, provisions, covenants, conditions, restrictions, or
agreements contained in this Agreement shall be valid and enforced to the fullest extent
permitted by law.

24.16. Counterparts. This Agreement may be signed in multiple counterpart originals,
each of which shall be considered an original, and all of which shall constitute one and the same
agreement.

24.17. Electronic Signatures. The Parties agree: (a) to deliver and accept signatures on or
under this Agreement by e-mail or electronic means (including digital signatures); and (b) that
signatures delivered by e-mail or electronic means (including digital signatures) shall be binding
as originals upon the Party so signing and delivering.

24.18. Exhibits. All the exhibits attached to this Agreement are described as follows:

EXHIBIT A Site Map

EXHIBIT B Legal Descriptions

EXHIBIT C Midway Rising Responses to NOA and RFI

EXHIBIT D Proposed Development Description Requirements™ -
EXHIBIT E Pro Forma Requirements e e
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24.19. Use of Information by City. If negotiations do not result in a Definitive
Agreement between the Parties, City may use any information provided to City by Developer in
any way deemed by City to be of benefit to the disposition and development of the Site.

24.20. Incorporation of Recitals. The recitals of fact preceding this Agreement are true
and correct and are incorporated into this Agreement, in their entirety by this reference.

24.21. Legal Descriptions Control. If a conflict arises between the site map(s) in
EXHIBIT A attached to this Agreement and the legal descriptions in EXHIBIT B attached to this
Agreement, the legal descriptions in EXHIBIT B shall control.

[Remainder of page intentionally blank. Signatures appear on the following page.]
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EXHIBIT A
TO
EXCLUSIVE NEGOTIATION AGREEMENT

Midway Redevelopment

SITE MAP

(attached behind this page)

EXHIBIT A
SITE MAP






EXHIBIT B
TO
EXCLUSIVE NEGOTIATION AGREEMENT

Midway Redevelopment

LEGAL DESCRIPTIONS

(attached behind this page)

EXHIBIT B
LEGAL DESCRIPTIONS



EXHIBIT B - LEGAL DESCRIPTIONS

Note: Parcels Correspond to Site Map in Exhibit A

Parcel A — Legal Description

. i K NS U S
Porelins of Puehlo Lots 241..23F, 25%, 276, 211y 312, 313 and 338 of the
Pusblo Lands of San Diegn, Tn-the C1Ey of San Diego, County of San .Diogo,
State of California, according to Mop thereof made by Jomes Pasdon, & copy
of which 2ald Map was filed in the Office of the £founty Recorder of Sun
Diegoe County, and kaown &g Miscellaneous Map Na. 36, TOSETHER WITH Lot “A"
#nd & portion of Lot "B of Pueblo Lou 339, acearding to the Parzitios Map
thersof on file in the Office of the County Clork of sald Covaty, in an
Action sntitled “Steele vs., Stenle™, Supsrior Court, Cose No.' 5620,~T0-
GETHER WITH 2 portion of Caos and Me Blwea Subdivision, ssoording to Map
thepgof Wo. 15681, filed in the Offica JBE the County Resorder of San Dlepo

County, ’dese:ibfed as follows:

Commaniciag at che point of intorsecrion of the Seutheasterly line of Puwblo
Lot 312 with the Fortherly linc of Prontisr Strqet, (now Sports Arena Boula~
ward) as described in deed to Frontier Enterprises, Iné.; recorded March 5,
1941 An Book 1143, Fage 320 of Official Records ®¥ San"bDizgo County}.thance
Horthdguterly aloag said Southcagtevly ifae to & point of larevsection with
% e Which Is dfscant u.ogfiédﬁfmhﬁerly, measured at vight mgzea o
the Hortherly 1line of said Sporis Arens Doulevard; theoee South ¥7% 23" 46"
East, a distanee oF. 37152 Eoor ko tha TRUE POINT OF BECINNING: thence Forth
13* 36" 14" -Bast, & distanceé of 425.74 Faex; -rhence Rorth 36% 37° 26" Fame,
» disrance of 245.89 fwet to the Northeasterly Yine of said Pueblo Loz 338
thenee North. 53% 277 34" West,. a Jistsnce of 25.00 feet to thp-fost Northerly
eorner of said Pueble Log 338 thencs Seuth A6 377 25" Vest aleng the North-
vesterly line of. Pueblo.Lof 338, a distance of 233,40 feet to the most Past-
erly corner of aaid Lot "A"; thence North 33% 27 44¥ Vest along the Korth-
eastarly Idve of £ald Lot “"A", o distancs of 333,41 faet to the wmost Korth-
. erly cotner of said Lot "AY; thonco South 35° 13 41" Wast along the Norgh-
westurly Liae of sald Lot “A", a disvance of 76,98 feet to a point distant
Boreh J6%.337 1M Basgy 158,40 feat frow the most Westerly covner of said
Lot "A";: theaee Nofth 3% 27° 19" West, 231,43 Pent ko 2 point in the
Nortisrestarly line of Pusble Lot 319 distant Seuch 16* 26 21" Wese, 308.33
- feat from the bost Northerly cornar of sald Pueblu Lot 339; thense Yorch
3" 35 21" East along the Northeasterly linme of: Puelile lot 139, a2 disvance
of 301,33 feet to 2 Tine which i pavallel wich dind 7,00 Fecr Soutiwesterly
of and mesasured az vight spgies to the Norrherly prolamgatlon of the North-
esaterly line of satd Pueblo Lot I3 -thenge alomg safd parallel line North
53* 28' 49" West, g distance of T85.15 Fedt o' s polnt In the Southeasterly
1{ne of Kurtz Street as dedfcated by ResolutloR fo. 197305 of the Csuncil of
the City of San Diego, 2 eopy of whieh wasrecsrded July 3¢, 1989 as Document
Ro. 1376836 of Officlial Retovds;. thence slony <the boundary of said Xuvts Street
e follows: ‘ D TR S H

RN B i a ks : '-..J-.N B
South48% 327 31" West, ; dlaronce af 5,00 feet; North 53: ETANTS &%eat, ™
o iTatnce-of 302,00 feet to the beglnhing of a 300.1@’0 Jootrradies curve, con-
“Eawe Southwesterly] ond Westerly along the are of said curve to and Along the
Southarlsiine of Hancogk Streat dedicated by ssid) vosolicion, through a central
saglé of 9% 03" 39" an'arc length of 204,51 feet:; thenes South 26* 51° 91" west,
. & distance of 393,58 feet: thence South 12 35" 00" West, a distance of $49.23
R teet ‘to sald line which iy -parallel with and>15.00 Feet Wortherly of the North-

o, krly tline of Frontfar Street; thence alonglsald -persllel line South 77*% 334 46"

DED “Ebst,  # distance of 502,50 feek: thened North 12* 36% 14" East, a dickanse of °
R 150.00 feer; thence South 77" 23" 48" Euse, a distance of 150.00 fuer: thence
71 Sourh12” 6" L&Y vesy a-¥letance of 130,00 fest: themce South 73 23° 46"
o6z Ebge, a diwedidE 37 1,092.11 feer to the TRUE POINT OF RECLNING, |
EXHIBIT B
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Parcel B — Legal Description

No Legal Description Available for this Parcel
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Parcel C - Legal Description

Those portions of Pueble Lots 313 and 338 of the Pueblo Lands of
San Diego, in the City of San Diego, County of San Diego, State of
California, according to the map thereof made by James Pascoe
recorded in the Office of the County Recorder of said County as’
Miscellaneous Map No. 38,"described as follows: ’

Beginning at a 3/4-inch’iron pipe marked L.S. 2412 monumenting
a point in the Northerly line of Sports Arena Boulevard,
115.00 feet wide, distant along said line North 77°55'15" West
220.45 feet from a 3/4-inch iron pipe marked L.S. 2412 .
monumenting the Westerly terminus in said 1ine of a tangent
curve having a radius of 1,019.93 feet and being concave
Southwesterly; thence aleng said Northerly Vine North °
77°55'15" West 277.95 feet; thence leaving said Northerly Vine
at right angies North 12°04'45" East 476.12 feet; thence North
36°05'50" East 239.90 feet to the Southwesterly line of Kurtz
Street, §7.00 feet wide, said line being also a Tina parallel
with and distant Southwesterly 7.00 feet measured at right:
angles from the Northeasterly Tine of said Pueblo Lot No. 338;
thence along said Southwesterly Tine South 53°53'00" East -
375.32 feet to & 3/4~inch iron pipz marked L.S. 2412

- monumenting & point in sajd line; thence leaving said

- Southwesterly line South 35°56'45" West 222.00 feet to a 3/4-
inch jron pipe marked L.§. 2412; thence South 24°11'14" West
347.69 feet to the point of beginning; containing 4.994 acres,
more or less. ‘
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Parcel D Legal Description

Those portions of Pueblo Lots 313, 314, 337 and 338 of the Pucblo Lands of San Diego, in the
City of San Diego, County of San Diego, State of California, according to the map thercof made
by James Pascoe recorded in the office of the County Recorder of said County as Miscellancous
Map No. 36, described as follows:

Beginning at a -inch iron pipe marked L.S. 2412 monumenting a point in the
Northerly line of Sports Arena Boulevard, 115.00 feet wide, distamt along szid line
North 77°55'15" West 46,42 feet from 1 ¥-inch iron pipe marked LS. 2412
monumenting the Westerly terminus in said ling of a tangent curve having a radius of
1,019.93 feet and being concave Southwesterly; thence along said Nertherly line
North 77°55'15" West 174.03 feet; thence leaving said line North 241 1'14" Bast
347.69 feet; thence North 35°56'45™ East 222 00 fect to the Southwesterly line of
Kurtz Street, 57.00 fest wide, suid line being also a lins paralicl with and distant
Southwesterly 7.00 feet measured at right angles from the Northeasterly line of said
Pueblo Lots 337 and 338; thence along said Southwesterly line South 53°59900" East
66.32 feet and South 53°58'40° East 383.58 Fret; thence leaving said line South
35°56'45™ West 147.26 feet; thence North 54°03'15" West 50,00 feet; thence South
355645 West 93.80 feet; thence North 7304735 West 182.12 Teet; thence South
35°56'45" West 185.00 feet 1o the Point of Beginning; containing 3,801 acres, more or
less,
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Parcel E — Legal Description

That portion of Pueblo Lots 314 and 337 of the Pueblo Lands of San Diego, in the City of San
Diego, County of San Diego, State of California, according to the map thereof made by James
Pascoe recorded in the office of the county recorder of said county as Miscellaneous Map No. 36,
described as follows: '

Béginning for reference at a point in the southeasterly line of said ot distant South
35°56'45" West along said line 7.00 feet from the northeast corner of said lot, said paoint
being also a point in the southwesterly line of Kurtz Street as said Street was widened
10 57.00 feet by Ordinance No. 7527 passed and adopted by said City of San Diego July
23, 1937, thence along said southwesterly line North 53°58'40" West 80.00 feet; thence
leaving said southwesterly line South 33°56'45" West 147.26 feet; thence North
34°%03'15" West 50.00 feet; thence South 35°56435" West 93.80 feer; thence North
73%04'35" West 30,00 feet to the TRUE POINT OF BEGINNING; thence

South 35°56'45" West 182.83 feet to a point in that certain curve in the northerly line of
Frontier Street, 115.00 feet wide, having a radius of 1019.93 feet and being concave
northeasterly, a radial line of said curve through said point bears North 18%04'01" East;
thence westerly along said curve through a central angle of 5°39'16" an arc distance of
106.59 feet; thence tangent to said curve along said northerly line North 77°55°15" West
46.42 feet; thence leaving said northerly line North 35°56'45” East 185.00 feet; thence
South 75°04'35" East 152.12 feet to the TRUE POINT OF BEGINNING; containing
0.394 acres, more or less.
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Parcel F — Legal Description

No Legal Description Available for this Parcel
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MIDWAY RISING NOA RESPONSE AND SUPPLEMENTAL INFORMATION





















DEVELOPMENT CONCEPT

AN INCLUSIVE, AFFORDABLE,
HEALTHY AND ECONOMICALLY
VIBRANT COMMUNITY FOR

SAN DIEGO. A MIDWAY FOR ALL.

In order to implement goals and objectives of the
community plan, the Pechanga Arena will be removed
and a new modern arena will be built in a different
location on the site. The strategic relocation of the
arena has multiple benefits that will maximize the
footprint for new residential development and ensure
connectivity to the future Grand Central Station.

NEW ARENA LOCATION:
» Closer to Grand Central Station

e Opens directly onto Sport Arena Blvd and animates
the street

e Links to a commercial linear plaza along Sports
Arena Blvd that connects to the river

e Pechanga Arena can remain in use until the new one
is completed

e Separated from the housing to allow for a quieter
residential neighborhood

e Open and accessible to the surrounding community

e Allows for a more efficient utilization of land allowing
for more opportunity for residential units


















HOUSING FOR ALL

2,000 AFFORDABLE UNITS
WILL BE DISPERSED
THROUGHOUT THE
COMMUNITY PROMOTING AN
URBAN-STYLE OF LIVING
SEAMLESSLY INTEGRATED
WITH THE MARKET-RATE
RESIDENTIAL AND
COMMERCIAL USES.

HOUSING GOALS

Develop affordable housing opportunities at
various income levels to create a balanced
community and restrict over 50% for very low
and low income qualifying residents.

Align the development’s affordable housing
strategy with regional housing needs goals
that are focused on addressing affordable
housing shortages.

Proposed allocation of affordable units by
target population:

- Families: 60%

- Seniors: 15%

- Veterans: 15%

- Homeless: 10%






PUBLIC PARKS & OPEN SPACE - ELEVATED PARK

ELEVATED PARK:

e 4.2 acre public park on top of the parking
garages

» Fitness course and amenities
* Recreation center

e Children’s play areas

e Multi-purpose turf areas

* Picnic areas

» Comfort stations

e Micro retail and food vendors targeted for a
diverse user group

e Qutdoor beer garden






NEW ENTERTAINMENT CENTER

MIDWAY RISING WILL
RELOCATE AND DEVELOP
A NEW STATE-OF-THE-
ART 16,000-SEAT SPORTS
ARENA, ADJACENT TO
250,000 SQUARE FEET OF
COMMERCIAL AND RETAIL
SPACES FEATURING
LOCAL RESTAURANTS, A
WEEKLY LOCAL FARMERS
MARKET, COMMUNITY-
ORIENTED SHOPS, AND A
200-KEY HOTEL.

The new entertainment center will offer
the citizens of San Diego a state of the art
venue to watch a variety of events and
attractions. The venue will bring new
events and impacts to the local community.

ECONOMIC DEVELOPMENT GOALS:

e Develop a new modern sports arena
that is interconnected to the region

e Develop a 200-key hotel that will
serve not only the new village
and arena, but the region and will
contribute significant ongoing annual
revenue to the City’s transient
occupancy tax (TOT) fund



























TRANSIT & MOBILITY

MIDWAY RISING WILL FEATURE A NEW MOBILITY HUB ALONG
SPORTS ARENA BLVD, WHICH WILL CONNECT RESIDENTS TO THE
METROPOLITAN TRANSIT SYSTEM (MTS) BUS RAPID TRANSIT (BRT).
THE MOBILITY HUB WILL INCLUDE A CENTRALIZED BIKE AND CAR
SHARING FACILITY AS WELL AS A COMMON AREA WORKSPACE.
THE PROJECT WILL ALSO FEATURE OTHER TRANSIT AND MOBILITY
OPTIONS SUCH AS ELECTRIC BUSES, AS WELL AS IMPROVED
PEDESTRIAN PATHS AND BICYCLE LANES.

The new BRT station will be centrally located in the Midway community and will provide the necessary
transportation options to reduce reliance of single car trips for residents and visitors. The intent is to
promote active transportation and rapid transit systems to help preserve and improve accessibility
for vulnerable groups, including children, the elderly, people with disabilities, and the economically-

disadvantaged.

TRANSPORTATION AND MOBILITY GOALS:

* Help resolve issues with transit ridership by constructing infrastructure and adding programs to
address first/last mile ridership issues.

e Establish collaborative partnerships with local transit and government agencies to enhance and
effectively coordinate services provided to the community.

e Collaborate and partner with the City of San Diego and SANDAG to improve bicycle and pedestrian
infrastructure outside of the Sports Arena leasehold.

e Implement the Bay to Bay link to create walking and bicycle opportunities through continued
infrastructure improvements and implementation of supporting programs and policies.

e Improve safety by reducing conflicts between vehicles, bicycles, and pedestrians through thoughtful
design and clarity in circulation.

» Design buildings to enhance pedestrian connections to adjacent sites and provide appropriate bicycle
connections and infrastructure.

e Further “complete streets” principles, improve intersection and roadways to increase accessibility,
repurpose right- of-way, and improve bicycle and pedestrian access.

» Link high frequency transit along Rapid Bus routes with access to trolley service identified in the
San Diego Regional Plan in addition to strengthening bicycle and pedestrian linkages throughout the
community.

 Include Transportation Demand Strategies (TDM) to provide residents and visitors with multifaceted
transportation opportunities.



























DAVID E. WATSON

DAVID E. WATSON is a partner at the Duane Morris law firm, specializing in land use and real estate
development. Mr. Watson represents land developers and homebuilders, as well as clients in the education
and tourism and hospitality industries. He has served as counsel in the development and approval of master
plans for some of San Diego’s major universities, tourism attractions, professional sports facilities and
research institutions. He also served on the Board of Directors of the San Diego County Fair from 2011 to
2020, one of the five largest fairs in North America, appointed by California Governor Jerry Brown.

Mr. Watson's experience includes planning and zoning law, the California Environmental Quality Act, the
National Environmental Protection Act, the federal and state Endangered Species Acts, the Coastal Act, the
federal Clean Water Act and the California Porter-Cologne water statutes. He has represented clients in
numerous matters involving federal, state and local regulations and approvals. His matters have involved
discretionary approvals for general plans, community plans, specific plans, master planned communities,
zoning, use permits, subdivisions and annexation. His environmental and planning experience involves
work with the U.S. Fish and Wildlife Service, the Army Corps of Engineers, California Department of

Fish and Game, regional water quality control boards, the California Coastal Commission, local agency
formation commissions, as well as several city and county governments and agencies.

Critical issues in Mr. Watson's practice involve climate change or global warming, water supply analysis,
infrastructure financing, transportation management and biological impacts and mitigation.

In addition, Mr. Watson's practice includes vested rights, development agreements, dedications, exactions,
special taxes and fees, affordable housing, infrastructure financing mechanisms such as Mello-Roos, and
redevelopment.

Mr. Watson is a 1988 graduate of William and Mary Law School, where he was executive editor of the William
and Mary Law Review and a member of the Order of the Coif, and a summa cum laude graduate of the
University of Southern California.






MIDWAY RISING OVERVIEW

MORE THAN ONE HUNDRED DISTINCT AND DIVERSE NEIGHBORHOODS COMPRISE SAN DIEGO, CREATING ITS REPUTATION  Midway Rising is a vibrant, innovative proposal with an
AS AMERICA'S FINEST CITY. OUR TEAM IS PROUD TO PRESENT SAN DIEGO’S NEWEST NEIGHBORHOOD: MIDWAY RISING.  2ffordable housing component that envisions 50 percent

of the total future homes permanently allocated for very
low and low income affordable housing. These homes will
serve families with between 30% and 60% area median
income and an array of populations throughout the entire
site.

Throughout Midway Rising neighborhoods, multiple
affordable housing villages will be seamlessly
integrated within the residential communities as
well as commercial and entertainment uses. These
affordable housing villages will consist of multiple
individual communities designed for the specific tenant
populations. Midway Rising intends for the affordable
housing villages to provide housing for a myriad of
households - families, seniors, homeless, veterans,
students, developmentally disabled, LGBTQ, artist,
and the workforce - all of which help keep San Diego
exceptional and unique.

Midway Rising will become the new mixed-use heart
of the Midway Community where balanced residential,
commercial, employment, and civic uses are all present
and integrated. It will be characterized by its inviting,
accessible universally designed and attractive streets
and public spaces. The public spaces will consist of
more than 20 acres of well-designed public parks and
plazas, including a large plaza known as “the Zocalo”
that will bring people of all ages together. This project
is intended to have a significant impact on the entire
region and is much larger in terms of economic and
social impacts than just its 48 acres. When completed,
Midway Rising will transform this underutilized City-
owned property and make it a regional catalyst for
new sustainable housing, entertainment and economic
development opportunities.









MIDWAY RISING OVERVIEW CONT.

APPROACH TO PARKING

Our team will engage highly skilled and experienced design professionals to optimize the programming
for the various affordable villages, giving extensive thought to the unit mix, unit count and targeted
population for each affordable village, focusing on encouraging walkability within the Arena development
and surrounding San Diego community to minimize the need for vehicular transportation. Our team is

committed to doing its part to help move San Diego and California towards meeting its Climate Action Goals.

SANDAG plans to develop a primary transportation center for the region, connecting all rail and bus lines
with a people mover to the airport. This central mobility hub is commonly referred to as San Diego’s “Grand
Central Station,” and due to the increased access to public transit that will result from this Grand Central
Station, we anticipate the need for parking in the distant future to decrease. With this understanding, we are
also proposing that the podium parking areas will be designed to accommodate conversion from parking
into additional affordable residential units. In addition to the parking being flexible for future use, we will
optimize multimodal transportation options. SANDAG's transit hub allows the creation of a true Live, Work,
Play community.

The parking for all housing units will be in above ground podium structures and will make use of shared
parking efficiencies with other land uses. The parking structures will be lined with active uses to shield
the parking and to maximize the human scale and urban walkability. This will result in enhanced mobility,
connectivity and increased use of the different transportation options. Our team will capitalize on the
Transit Oriented Development (TOD) nature of the site and leverage the Old Town Train Station and its
connectivity throughout the San Diego region. Fewer cars mean less traffic and improved site circulation

which is a community benefit that carries significant value.

OPEN SPACE AND RECREATION AMENITIES

Midway Rising proposes to honor the area that was once part of the San Diego River Delta by incorporating
two significant green corridors. Known as the Greenway, this 4.6 acre central green will meander through
the center of the project and will include a substantial urban tree canopy, drought-tolerant landscaping,
ample pedestrian-oriented lighting, unique parklets, dog parks, way finding signage, a separate bike
path as well as other enhanced sidewalk amenities. The second 3.9-acre green linear park will be
included along Sports Arena Boulevard with the intent of implementing the Bay to Bay link that has been
in the planning stages for decades. This new linear park will be an important piece to creating the open
space link from the San Diego River to the San Diego Bay inlet located next to Liberty Station. The new link
is envisioned to enhance active transportation for the entire Midway District and provide for safe routes for
all modes of transportation.

In relation to open spaces and recreation, the proposal plans to construct multiple large park spaces

to conform with the Community Plan’s Recreation Element. A central part of the plan, is to include the
“Zocalo” as part of the overall project. The 3.9-acre Zocalo, also known as a public square, will be
surrounded by mixed use retail, office and commercial uses to ensure that the space remains an
activated area where local artists can convene as well as host live music, a farmers market, swap meet
and an event space for businesses.

A prominent parks feature known as the Sports Arena Green is envisioned to be an elevated 4.2-acre
sports park that will include a variety of amenities to serve the public featuring a fitness course

and recreation center, children’s play areas, multi-purpose turf areas, site furniture, picnic areas,
comfort station, walkways, and drought tolerant landscaping. Green building technology, that includes
incorporating active park uses on rooftops not only allow for the development of additional affordable
housing on the overall site, but it also helps achieve the City’'s CAP goals by providing a cool roof to help
address the heat island effect. This new roof top public park will seek to incorporate the community’s input
into the proposed amenities prior to finalizing project details.

Finally, each of the residential areas will have dedicated open space and recreational and wellness areas
totaling more than 3.8 acres and will include such amenities as swimming pools, fitness equipment and
wellness rooms.

SUSTAINABLE DEVELOPMENT, SMART CITY TECHNOLOGY AND HEALTHY HOMES:

Midway Rising will be a Climate Action Planned Community designed to meet federal standards for
renewable energy and carbon emissions reductions. Included in each of the residential structures, will be
standard rooftop solar panels which will help reduce reliance on fossil fuels as well as reduce utility bills
for residential tenants. The goal is to achieve net-zero energy consumption as part of this project.
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The entire new community will be fully integrated with 5G in each household. Each home will be equipped
with technology that will provide for ideal work from home conditions, centralized wireless controls to
manage utilities, appliances, entertain and security. To ensure that residents have clean air, advanced
filtration and monitoring technology will be included in each unit to purify air and water to remove toxins
and allergins.

INTERMODAL TRANSIT LINKS AND MOBILITY HUB

The mobility hub, which will connect residents to the Metropolitan Transit System (MTS) Bus Rapid
Transit (BRT), will include a centralized bike and car sharing facility as well as a common area
workspace. The project will construct the BRT station along Sports Arena Boulevard and it will be centrally
located in the district that will provide the necessary transportation options to reduce reliance of single car
trips for residents. The intent is to promote active transportation and rapid transit systems to help preserve
and improve accessibility for vulnerable groups, including children, the elderly, people with disabilities, and
the economically-disadvantaged. A transportation demand management plan will be adopted and overseen
by a full time TDM coordinator for both the residential and commercial aspects of the development.

CLIMATE ACTION PLAN AND EQUITY INDEX REPORT

According to the City’'s Climate Equity Index Report, the Midway district is identified as a Community of
Concern with the City’'s Climate Action Plan. This area meets the CalEnviroscreen top 30% category which
means that it is considered an area that has issues associated with pollution burden and the effects on the
environment, socioeconomics of the area as well as sensitive populations. Critical to addressing this factor
and resolving the rating for the Midway community, will be creating a diversity of housing and well-paying
employment opportunities as well as active transportation and access to quality health care and transit.

The proposed project has taken the City’'s Equity Index into account as part of the initial planning for the site.

It is vital to the future vitality of our entire region, that this project become a model of how to implement the
Climate Action Plan and Climate Equity Index.

Employment and Job Sectors: Per the Climate Action Plan, this project will foster programs to create
well-paying jobs. Implementation of the CAP will lead to an increased demand for workers in high-growth
“green” industries. This will lead to greater opportunities for new and existing workers to flourish in these
innovative sectors.

SEA LEVEL RISE AND STORMWATER INFRASTRUCTURE IMPROVEMENTS

Planning for sea level rise can no longer be deferred until a later point in time as evidenced in the City of
San Diego’s recently released Climate Resilient SD plan. The challenges of addressing climate change and
sea level rise are here in the present and will take significant regional coordination to ensure that future

development projects do the most that they can to protect assets and infrastructure from rising ocean levels
and groundwater inundation. As such, this project proposes to reduce parking to a minimum and avoid
subterranean parking structures. Rather, this project will seek partnerships with surrounding property
owners to construct above-grade shared parking structures to meet the needs of the community.

TRAFFIC INFRASTRUCTURE IMPROVEMENTS

As part of Midway Rising, new street linkages will be incorporated to break up the existing super block and
provide for a more humane public realm that still accommodates automobile traffic. The dense and extensive
network of on-site pedestrian facilities would also provide new connections parallel to the high-stress
Sports Arena Boulevard environment that will enhance pedestrian accessibility adjacent to and within the
site for area resident, employees and visitors. Midway Rising would include walking paths and biking paths
connected to active and passive recreation opportunities and open space for use by the public, including
enhanced pedestrian connections to the mobility hub and bus rapid transit system. Within the site itself, all
roadways will include wide sidewalks and path to create a complete street and pedestrian path grid system.

NEW MARKET TAX CREDITS

The redevelopment of the Sports Arena will have a major impact on the local economy. Through our New
Market Tax Credit (“NMTC") affiliate, Border Communities Capital Company (“BCCC"), Chelsea has participated
in large scale redevelopment of functionally obsolete sites in the City of San Diego in the past, most notably
our involvement in the Liberty Station project. Through our NMTC affiliate, we were able to finance $30
million of the nearly $55 million of construction and capital expenditures necessary to transform this
formerly blighted area into an economic development hub. The NMTC program is designed to stimulate
economic and community development and job creation in the nation’s low-income communities by attracting
investment capital from the private sector.

The Liberty Station project (Liberty Station) consists of the construction and rehabilitation of 128,804
square feet of retail space and 30,210 square feet of office space. Liberty Station was part of a much larger
redevelopment area in San Diego. The City of San Diego Reuse Planning Committee wrote that the overall
project was created to “anchor revitalization of the North Bay region. It will also support education, training,
and research and development programs that attract new industries to San Diego and strengthen the
region’'s performance in international trade.”

Additionally, Chelsea has utilized NMTC to finance grocery and retail shopping in conjunction with affordable
housing, in the redevelopment of Barrio Logan. NMTC was also used to finance community facilities, a

day care center, a job acceleration facility, senior centers, medical clinics, and others. Chelsea is uniquely
experienced in the use of NMTC and will be a significant benefit for Midway Rising.
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SOUTHERN CALIFORNIA HOUSING COLLABORATIVE (SCHC)

https://socalhc.org

Southern California Housing Collaborative works to create affordable housing opportunities on behalf of
the more than 20,000 consumers of the San Diego Regional Center who live in both San Diego and Imperial
Counties.

In 2007, the Foundation for Developmental Disabilities surveyed the adult consumers of the San Diego
Regional Center to gather information on what they struggled with the most. The answers were very
consistently affordable housing, employment, and transportation.

With that in mind, SCHC was established in 2008 to address these consumers, and our primary mission
is to locate and secure affordable housing opportunities for low-income individuals with developmental
disabilities. They have developed relationships with for-profit and nonprofit entities that have special
expertise in developing and operating affordable housing projects.

SCHC takes pride in fulfilling its objections depending on each individual's disability. Proximity to important
amenities such as public transportation, grocery stores, and employment are taken into consideration while
searching for housing alternatives.

PACIFIC SOUTHWEST COMMUNITY DEVELOPMENT CORPORATION (PSCDC)

https://community-wealth.org/content/pacific-southwest-community-development-corporation

Based in San Diego, Pacific Southwest Community Development Corporation (PSCDC) aims to develop

high quality affordable housing and provide educational and community services that empower residents

to achieve economic and social stability. Their nonprofit’'s portfolio includes 70 apartment properties in
California and Arizona. Resident-focused programming includes computer training, financial education, free
farmers markets, tutoring, job readiness support, and other health, wellness, and educational services. On
a monthly basis, PSCDC organizes nearly 600 classes and events engaging over 6,000 residents.
















SAN DIEGO HOSPITALITY EDUCATION CENTER

MISSION

The mission of the San Diego Hospitality Education Center is to provide fast-paced, short-term, skills-based
education that equips graduates with work-ready skills to enable them to obtain entry-level employment in
the culinary and hospitality industries. We welcome qualified applicants at every stage in their career, from
recent high school graduates to adult learners and other non-traditional students. Our goal is to provide an
interactive, hands-on learning environment that fosters the development of work-oriented analytical and
critical thinking skills, as well as a commitment to professionalism, integrity, and safety in the workplace.

OBJECTIVES
1. Provide fast-paced, short-term, skills-based education enabling graduates to obtain entry level
employment in the culinary and hospitality industries with opportunities for growth.

2. Offer programs with relevant learning outcomes taught by experienced industry craftsmen and subject
matter experts.

3. Provide hand’s-on education with low student to teacher ratios allowing for an exceptional learning
experience in state-of-the-industry kitchens, dining room, concessions, bar, and lounge laboratories.

4. Enable graduates to obtain important industry recognized credentials in the areas of sanitation and
safety and alcohol awareness.

5. Allow students to learn and practice on up-to-date technology, including popular point of sales systems
with integrated hand-held devices, inventory management programs, mobile ordering applications, and
nutritional data calculators.

6. Seek to develop preferred employment opportunities at nearby hospitality businesses.

FACILITIES
The SDHEC will feature: Fully equipped teaching kitchens, a Service lab, a Beverage lab, Academic
classrooms, and a Learning resource center. The campus will feature universal design.

CURRICULA

The six-month Culinary Arts program prepares graduates for a variety of careers in the food service
industry. This preparation is accomplished through practical experiences in simulated commercial kitchens,
including simulated situations with real-world production applications.

The program presents a broad introduction to the many aspects of the food service industry using a learner-
centered approach to culinary education. Food production skills are complemented by courses transferring
essential knowledge such as Sanitation and Safety, Nutrition, Menu and Recipe Costing, and Environmental
Sustainability.

The three-month Professional Food & Beverage Service Program prepares graduates for a variety of
careers in the food service industry. This preparation is accomplished through practical experiences in a
simulated dining environment. The program presents a broad introduction to the many aspects of the food
service industry using a learner-centered approach to food service education. Professional service skills
are complemented by courses transferring essential knowledge such as Exemplary Customer Service,
Responsible Alcohol Service and Transactions, Reconciliations, and Point-of-Sale Systems.

The three-month Professional Beverage Service Certificate Program prepares graduates for a variety of
careers in the food service industry. This preparation is accomplished through practical experiences in a
simulated bar and lounge environment. The program presents a broad introduction to the many aspects
of the food service industry using a learner-centered approach to food service education. Professional bar
back, bartender, or mixologist skills are complemented by courses transferring essential knowledge such
as Wines, Spirits, and Malted Beverages, Responsible Alcohol Service and Transactions, Reconciliations,
and Point-Of-Sale Systems.

LICENSURE

Legends will apply for SDHEC's approval to operate from the California Bureau for Private Postsecondary
Education following the same process utilized for the fully licensed Los Angeles Hospitality Education
Center (LAHEC). LAHEC is currently undergoing the application process for nationally accredited status
through a USDE recognized agency.






ECONOMIC IMPACT ANALYSIS

OVERVIEW

The construction and annual operations of a new Arena, its tenants, and a surrounding mixed-use
development in San Diego could provide significant quantifiable benefits to the local economy.
Typically, quantifiable effects are characterized in terms of economic impacts and fiscal impacts.
Economic impacts are conveyed through measures of direct spending, total output, personal earnings,
and employment, while fiscal impacts denote changes in tax revenues. Quantifiable measurements of
the effects that the proposed development could have on the local economy are summarized over the
following pages.

DIRECT SPENDING

Direct Spending represents the initial primary spending that would occur as a result of the
construction and operations of the proposed development. Direct spending occurs in the following
ways:

CONSTRUCTION SPENDING - Construction materials, supplies, labor, professional fees, and
other soft cost spending will be generated during the planning and construction of the proposed
development.

OPERATIONS SPENDING - Direct spending will be generated as patrons spend money to attend
events at new venues or purchase goods and services throughout the development. The operations
of the venues and businesses will also generate direct spending through expenditures on salaries,
wages, and benefits, marketing, and other such sources.

ANCILLARY COMMUNITY SPENDING - Direct spending will also be generated off-site but within
the local area by Arena attendees, event personnel, patrons and residents within the mixed-use
development, and others. Ancillary community spending will likely include spending on lodging, food
and beverages, retail, entertainment, transportation, and other items in connection with visitation to
the development.

DIRECT SPENDING SOURCES

CONSTRUCTION
SPENDING
CONSTRUCTION IN-ARENA
SPENDING: SPENDING:
» Materials » Ticket Sales
 Supplies * Premium Seats
e Labor » Concessions

* Professional Fees » Merchandise
» Sponsorship
* Parking
* Fees

e Other

OPERATION SPENDING

MIXED-USE ANCILLARY
DEVELOPMENT COMMUNITY
SPENDING: SPENDING:
e Restaurants  Lodging
* Bars * Bars
 Lodging e Service
* Retail * Retail
* Residential  Entertainment
« Parking e Transit
e Other e Other
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The multiplier estimates used in this analysis are based on the RIMS Il system, which is a regional economic
model developed by the Bureau of Economic Analysis that is used by investors, planners, and elected officials
across the country to accurately assess economic impact, and are specific to the County of San Diego, CA. The
specific multipliers used in this analysis are show in the chart below.

ECONOMIC MULTIPLIERS

Total Output Employment (FTE) Personal Earnings
Commercial Sports 1.99 14.45 0.84
Construction 1.83 11.87 0.71
Entertainment 1.86 16.51 0.57
Food and Beverage 1.91 22.69 0.73
Lodging 1.76 11.37 0.52
Multifamily 1.01 6.82 0.30
Office 2.01 16.00 0.78
Other 1.93 23.27 0.79
Parking 1.78 22.33 0.58
Retail 1.87 17.35 0.66
Transportation 1.78 22.33 0.58

Note: Total Output and Personal Earnings multipliers are applied one-to-one to dollars, whereas Employment
multipliers are applied one-to-one to millions of dollars. Source: RIMS Il

Multipliers are applied to direct spending to calculate the following measures of economic impact:

e TOTAL OUTPUT represents the total direct, indirect, and induced spending effects generated by the
proposed development. Total output is calculated by multiplying the appropriate total output multiplier by
the estimated direct spending within each industry.

e EMPLOYMENT is expressed in terms of total full-time equivalent (FTE) jobs and includes both full- and
part-time jobs. Employment is calculated by dividing the appropriate employment multiplier by one million,
and then multiplying by the estimated direct spending within each industry.

e PERSONAL EARNINGS represent the wages and salaries earned by employees of businesses
impacted by the proposed development. Personal earnings are calculated by multiplying the
appropriate personal earnings multiplier by the estimated direct spending within each industry.

ECONOMIC & FISCAL IMPACT SUMMARY

The following table summarizes the estimated economic impacts of the proposed development to the local
economy by the construction and ongoing operations of a new Arena, its tenants, and a surrounding mixed-use
development in San Diego.

ECONOMIC & FISCAL IMPACT SUMMARY
Construction + 30-Year Operations

Proposed Development

Construction Impacts

Direct Spending $2.5B
Total Output $4.6 B
Jobs (FTEs) 6,421
Earnings $1.8B
Tax Revenues $94.8 M
Annual Impacts
Direct Spending $164.7M
Total Output $285.3 M
Jobs (FTEs) 2,150
Earnings $108.9M
Tax Revenue $27.5M

32-Year NPV Impacts

Direct Spending $7.9B
Total Output $12.4B
Jobs (FTEs) 8,572

Earnings $4.5B

Tax Revenue

$838 M










CONFORMANCE WITH THE CITY’S GENERAL PLAN, CLIMATE ACTION PLAN, CEQA AND THE

MIDWAY-PACIFIC HIGHWAY COMMUNITY PLAN
OVERVIEW

In response to the Sports Arena Notice of Availability on October 4, 2021, the local development team
has designed a comprehensive multi-use plan (“Midway Rising”) for City and community stakeholder
consideration.

Midway Rising transforms the site's mostly impervious parking lots into a pristine interconnected village
envisioned by the City’s General Plan and Midway-Pacific Highway Community Plan (Community Plan). Midway
Rising will be connected by bus rapid transit and trolley from University City to the border with Mexico;

east to San Diego State and beyond. Midway Rising will usher in a new era of sustainable and responsible
development benefitting the entire region.

The General Plan and the Community Plan contain goals and policies encouraging development of compact,
urban villages consistent with the General Plan’s “City of Villages.” In addition, the City of San Diego 2015
Climate Action Plan (CAP) helps comply with the State of California’s mandates for Greenhouse Gas (GHG)
emission reductions through local action to the benefit of San Diego’s environment and economy. The CAP
works cohesively with the General Plan and the Community Plan, to achieve GHG emissions reduction through
redevelopment of underdeveloped parcels, such as the Sports Arena site, into compact high density multi-use
urban villages.

Based on the 48.5-acre site’s CC-3-6 zoning, the Sports Arena Village District could be developed with up to
2,113 residential dwelling units. However, the achievable residential densities could be significantly higher
and could potentially achieve upwards of 5,300 residential units under the City’'s Complete Communities
program. In furtherance of the policies in the General Plan, Community Plan and the CAP, the project proposes
4,000 units of studio, one, two and three bedroom affordable and market rate housing to materially assist in
addressing the City's dire affordable housing crisis and contribute to meet the City’s Regional Housing Needs
Assessment (RHNA) numbers.

Furthermore, Midway Rising will relocate and develop a new state of the art 16,000 seat sports arena,
250,000 square feet of commercial and retail spaces featuring local restaurants, a weekly local farmers
market, community-oriented shops, and a 200-key hotel. This new sustainably designed and constructed
community will be connected through a system of complete streets that feature enhanced pedestrian- and
bicycle-oriented infrastructure with ample shade-producing tree canopies that link to more than 20 acres of
open space and parks within the community and to the recreational and entertainment amenities at Mission
Bay, the San Diego River, and San Diego Bay. The project will include a central mobility hub that is served by
the Metropolitan Transit System’s (MTS) bus rapid transit system to increase transit ridership and ultimately

reduce reliance on single occupancy vehicle trips. The project addresses connectivity through enhanced first
and last mile infrastructure improvements as part of the overall design.

The Community Plan policies provide land use direction for a 30-year planning horizon. These long-term
projections provide a reasonable assessment of Midway - Pacific Highway's development potential. For the
purposes of calculating the future household population, the Community Plan assumes 2.46 persons reside in
each household,and a 95 percentoccupancy rate. The persons per household and vacancy rate are assumptions
for calculating the residential population at the community plan horizon year. As stipulated in Table 3.4-1 of
the Community Plan’s Final Program Environmental Impact Report (EIR), the City anticipates the following net
increases in development levels under the Community Plan by 2050 which is compared to the proposed project:

Housing Units Population NonRes SF Employment
Midway EIR 11,185 26,140 10,264,720 4,370
Proposed Project 4,000 8,610 900K 2,150

As such, the proposed project is within the allowable number of residential units evaluated in the Community
Plan EIR. CEQA analysis for Midway Rising would be able to tier off of the certified Midway-Pacific Highway
EIR as well as the Climate Action Plan EIR. In addition, this site is located within a transit priority area and

is zoned to allow for more than 20 dwelling units per acre. As a result, the Sports Arena Village site may
utilize the City’s Complete Communities 2.5 floor area ratio (FAR) density bonus regulations. The project may
also tier off of the Complete Communities EIR.

As discussed below and illustrated in Appendices A and B, Midway Rising is consistent with the Community
Plan and would not require a community plan or general plan amendment.

Community Plan Elements and CPIOZ Conformance

The following narrative provides additional project details to illustrate how the overall development
implements Community Plan goals and policies in relation to:

1. Housing
2. Economic Development: Sports Arena, Hotel and Commercial Revitalization
3. Sustainability and Conservation and Addressing Sea Level Rise

4. Recreation and Active Lifestyles
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5. Multi-Modal Mobility

6. Strategic Placement of the New Arena

7. Community Plan Implementation Overlay Zones
a. Sports Arena Community Village CPIOZ Type A
b. Sports Arena Community Village CPIOZ Type B

1. HOUSING

As stated in the City’'s 2020 Annual Housing Inventory report, the City's share of the RHNA target for the
2021-2029 Housing Element period is 108,036 units. To meet this target, approximately 13,500 new housing
units will need to be produced annually. With a current average of approximately 4,100 units produced in a
year, annual housing production will need to triple to meet this RHNA target. The RHNA allocation for very
low income units is 21,977, low income is 16,703 units and for moderate is 15,462 units, respectively. The
project will significantly assist the City in meeting its RHNA targets by producing a variety of one, two and
three bedroom homes for all age, income, and social groups for a total of 4,000 units, with 30% to 50% of the
units restricted for very low and low income families with area median incomes (AMI) capped between 30%
and 60% AMI.

Affordable units will be dispersed throughout the Midway Rising community promoting an urban-style

of living seamlessly integrated with the market rate residential and commercial uses. The overall goal

is to provide a significant number of new, innovative housing configurations, sustainably-designed and
constructed to meet not only the City’'s RHNA obligations but to create a village that truly balances the needs
of existing and future San Diegans.

With the designs of award-winning local architects, the project will include affordable housing comprising
multiple podium buildings - four to five levels of wood frame over one to three levels of concrete parking. The
anticipated heights range from sixty-five to eighty-five feet. Individual residential buildings will feature unique
architecture, landscaping, and lifestyle amenities such as fitness equipment and areas designed for dogs to
encourage social interaction and active lifestyles. Streetscapes will be activated by retail, service providers,
leasing offices, community rooms and other resident gathering spaces. Residential components will include
space with rooftop gardens and common gathering areas, WIFl-enabled decks and distinct fitness areas

in order to bring tenants what they want, which is a healthy, connected environment and a shared sense of
community. The multifamily areas are designed to be highly interconnected with paseos that promote physical
activity, interaction with nature and connection with the community beyond the property line.

2. ECONOMIC DEVELOPMENT - SPORTS ARENA, HOTEL AND COMMERCIAL
REVITALIZATION

The policies in the General Plan and Community Plan provide a framework to encourage economic
development with an emphasis on the provision of well-paying jobs and new “green employment
opportunities”. The project will ensure that jobs and opportunities to expand a “green” workforce are
included. In particular, the development of a new arena will create well-paying construction jobs. The
arena is expected to cost $400M to construct and will be a significant source of tax and lease revenue
for the City. A key feature will be the 3.9-acre Sports Arena Square known as the Zocalo. This public
open space plaza will be surrounded by new community-serving retail and commercial spaces open to
the public. Not only will it serve as a public open space but the plaza will host outdoor concerts, shows,
events, and more. This area will feature locally sourced restaurants and shops that cater not only to
the new village community, but to all San Diegans. This will become the central gathering space for the
overall development plan that connects the last-mile transit from the Old Town Transit Center and the
future Grand Central Station to the Mobility Hub, and then through the activated green spine/pathway that
flows through the middle of the site. While the Arena is a focal point, this central square is a significant
aspect of the economic development strategy and is vital to the overall success of the project.

Additional hotel and visitor commercial uses on Midway-Pacific Highway because of the community’s
location close to the airport, freeways, transit, beaches, military installations, Sea World, Old Town, and
Downtown. The project incorporates a 200-key hotel into the overall schematic plans to serve the village,
Arena and region as well as contribute ongoing annual transient occupancy tax revenue.

3. SUSTAINABILITY, CONSERVATION AND ADDRESSING SEA LEVEL RISE

Midway Rising is consistent with General Plan and Community Plan sustainability policies and supports
implementation of the CAP by reducing development project-level greenhouse gas emissions to
acceptable levels. This will occur by incorporating sustainable building and development practices,
applying site-specific mitigation measures, and adhering to specific strategies and actions outlined in
the CAP. The project anticipates including green roofs, solar panels, EV charging stations, transportation
demand management (TDM) strategies, dedicated recycling programs and an anerobic food composter
as part of the Sports Arena. It will also feature sustainable transit centralized in the Mobility Hub. LEED
certification will help achieve the requisite environmental benefits for the community. This new village
will be a Climate Action Planned community that highlights sustainable development and design focused
on connecting residents via mobility choices to employment and entertainment centers. Please reference
the CAP Memo for specific project details and conformance with the checklist.
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New affordable housing is a primary project objective. However, of utmost importance to this project and

the community overall is the need to address the potential future impacts associated with sea level rise.
Every aspect of design and engineering will consider the potential effect of sea level rise on the community’s
infrastructure and built environment. Located on former tidal wetlands and adjacent to the San Diego River
and San Diego Bay, the Sports Arena village site has a high-water table and experiences periodic flooding
during storms and unusually high tides. The possibility of a rise in the water table due to sea level rise also
poses risks. Concerns related to a rising water table include the structural integrity of surface infrastructure,
maintenance of buried infrastructure, and groundwater infiltration into buried pipes. Subsurface structures
could experience flooding from groundwater, creating a potential need for dewatering facilities. Therefore,
the project is not proposing any subsurface parking to help reduce the cost of parking and address the issues
associated with a high-water table. The project will design and engineer buildings to consider the significant
vulnerabilities and necessary infrastructure projects necessary to be well-positioned for the potential for
future sea level rise and to also implement the City’s recently released Climate Resilient SD plan.

4. RECREATION AND ACTIVE LIFESTYLES

Midway Rising includes a wide variety of public plazas, urban greens, linear parks, dog parks, and other park
and recreational amenities such as an outdoor market and space for gardening, for both the residents and
visitors to enjoy. These amenities create a healthy environment and address the CalEnviroscreen criteria.
The project will include a 3.9-acre central square as a focal point for the village known as the Zocalo

which will be highly programmed as it will be surrounded by commercial and retail storefronts to ensure

it remains an active part of the development. As called for in the Recreation Element, the following park
improvements are included in the project:

e Sports Arena Linear Park: Is envisioned as a 3.9 acre linear park, approximately 30 feet wide, along
Sports Arena Boulevard located on city owned property. Design and construction of a group picnic
area, shade structure, plaza and amphitheater, a jogging trail and bike path separated from the
primary pedestrian sidewalk, comfort station, children’s play area, site furniture, fitness stations,
game tables, art elements, drinking fountains, interpretive signage, and drought tolerant landscaping.

e Sports Arena Green: Is envisioned to be an elevated 4.2-acre sports park that will include a variety of
amenities to serve the public featuring a fitness course and recreation center, children’s play areas,
multi-purpose turf areas, site furniture, picnic areas, comfort station, walkways, and drought tolerant
landscaping.

e Sports Arena Square: Also known as the Zocalo, this will be included as the 3.9-acre central plaza
open to the public focusing on activating the space around the new arena and the high retail
activity centers that will include the Mobility Hub. The Zocalo square will include programming and
opportunities for cultural and community events.

e Sports Arena Greenway: A large 4.6-acre linear park that will be the spine that connects the new
housing to the Zocalo will be designed through the middle of the project and will feature a promenade
with shade producing street trees, an area for farmer markets and other community events as well as
dog parks, ample seating and other amenities to be determined by community stakeholders.

e Dedicated Residential Areas: Each residential area will have open space and recreational areas
totaling 3.8 acres that will include active recreation and swimming facilities.

5. MULTI-MODAL MOBILITY

In conformance with the Community Plan, the project takes a multi-modal approach to improve circulation
and access through and within the community. The project will promote a more balanced mobility network
that facilitates shifting trips to transit, walking, and bicycling, while also accommodating vehicle traffic and
minimizing conflicts between travel modes. The planned mobility improvements included in the project

will promote “complete streets” principles, improve intersection and roadways to increase accessibility,
repurpose right- of-way, and improve bicycle and pedestrian access. The planned infrastructure
improvements as well as the interconnection of the transit, bicycle, and pedestrian facilities will support the
residential and employment capacity with less increase in per capita vehicle emissions.

The Transportation Demand Management (TDM) program, which will apply to the proposed project’s
residential, retail and sports arena uses, will consist of the following CAP strategies: new bicycle facilities,
dedicated land for bicycle linkages, bicycle parking, showers and lockers for employment areas, increased
intersection density, traffic calming, car share service accommodations, and an enhanced pedestrian
network. The project will also include unbundled residential parking as well as a parking cash out program,
metered on street parking and an overall reduced parking supply. In relation to commute trip reduction
services, the overall development will have a TDM program and marketing coordinator.

The Community Plan’s land use strategy emphasizes villages linked by high frequency transit along
Rapid Bus routes and with access to trolley service identified in the San Diego Regional Plan in addition to
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strengthening bicycle and pedestrian linkages throughout the community. This strategy intends to promote
commuter use of transit by providing important first mile/last mile connections to transit through improved
pedestrian and bicycle connections within and between the villages and to the Old Town Transit Center. For
example, this project will embody the efforts being planned by MTS, SANDAG and also envisioned in the
City’s plans.

There are a number of options that the project will consider for the first/last mile strategy to/from the
future Grand Central Station. Options include a robust bus rapid transit system that is operated by MTS,
bike and EV car sharing stemming from the Mobility Hub and branching out via separated bike lanes,
as well as a new Gondola-system connecting the Arena village with the new Grand Central Station and
Mission Bay.

6. STRATEGIC PLACEMENT OF THE NEW ARENA

In order to implement goals and objectives of the community plan, the Pechanga Arena will be removed

and relocated as part of a phased operation so the existing arena can remain in place until the new arena

is completed. The strategic relocation of the arena has multiple benefits that will maximize the footprint for
new residential development and ensure that appropriate noise and light buffers are in place so as to allow
for quieter residential neighborhoods. The relocation will allow for the new arena to be closer to the
future Grand Central Station to provide people the ability to use transit thereby reducing automobile use.
Furthermore, the proposed relocation will benefit the grand open boulevard and commercial linear plaza,
that will connect to the San Diego river and beyond that is being proposed along Sport Arena Boulevard. This
stellar design will not only provide a more humane environment for people but will also animate the street by
providing open and accessible spaces and places for the surrounding community.

7. COMMUNITY PLAN IMPLEMENTATION OVERLAY ZONES

The Community Plan Implementation Overlay Zone (CPI0Z) is applied within the boundaries of the Plan per
Chapter 13, Article 2, Division 14 of the Municipal Code, to provide supplemental development regulations that
are tailored to implement the vision and policies of the Plan. The matrix included as Appendix B illustrates
how the project will specifically conform with CPIOZ A and B regulations.

A. SPORTS ARENA COMMUNITY VILLAGE CPIOZ TYPE A

The intent of the Sports Arena Boulevard Streetscape CPIOZ - Type A is to create a streetscape along
Sports Arena Boulevard that reflects its importance as part of the long envisioned Bay-to-Bay connection
and provides continuity between planned linear parks in the Sports Arena and Dutch Flats villages. The
supplemental development regulations below either apply to a development’s front yard or street side
yard, depending on its orientation to Sports Arena Boulevard.

Per CPIOZ-A, the project will provide 20 feet of public right-of-way from the curb to the property line.
Within the 20 feet of public right-of-way, the project will provide a multi-use path with a minimum width
of 12 feet and, between the curb and the multi-use path, a parkway/furnishing area with a minimum
width of 8 feet that incorporates tree wells. This new project will provide shade-producing street trees
in the tree wells within the public right-of-way consistent with the Community Plan’s street tree palette
for Sports Arena Boulevard. The project will observe the setbacks along Sports Arena Boulevard. Finally,
to be in conformance with CPIOZ -Type A, the project will provide a pedestrian path from the sidewalk on
Sports Arena Boulevard to building entrances.

B. SPORTS ARENA COMMUNITY VILLAGE CPIOZ TYPE B

The intent of the Sports Arena Community Village CPIOZ - Type B is to require the preparation of a
comprehensive specific plan or master plan for the City-owned parcels in the Sports Arena Community
Village prior to significant new development within the village. This is required to implement the
Community Plan’s vision, and to allow maximum permitted development density and/or floor area to
be calculated based on site area before dedication of the right-of-way for planned new streets and/or
area for new linear parks, parks, and other park equivalencies. The CPIOZ also addresses greenhouse
gas emissions from new development in the village by prohibiting the incorporation of wood and gas
fireplaces in new dwelling units. As such, the project proposes to create a specific plan that will be
guided by significant community and stakeholder input to ensure that the community’s needs are being
met and concerns are addressed. Furthermore, the project will not include any wood or gas burning
fireplaces.

Attachments: Appendix A: Sports Arena Village Land Use Policy Project Conformance
Appendix B: Community Plan Implementation Overlay Zone A and B Compliance



MIDWAY RISING CLIMATE ACTION PLAN PRELIMINARY CONFORMANCE

The City of San Diego’s Climate Action Plan (CAP) preliminary conformance evaluation has been prepared
in response to the City of San Diego’s October 4, 2021 Notice of Availability (NOA) in conformance with

the State of California’s Surplus Lands Act. This serves as a high-level evaluation as to whether the
Midway Rising proposal to redevelop the City of San Diego’s Sports Arena leasehold (proposed project), as
illustrated in the Site Plan (Attachment A) would conflict with the CAP, as contemplated by Section VIII, item
b) of Appendix G of the State of California’s Environmental Quality Act (CEQA) guidelines.

Since this is a conceptual proposal, the following analysis cites sustainability measures that would be
committed to as part of the proposed project to ensure that the project would not conflict with the City's
five CAP strategies and the CAP checklist that are outlined below. Further, the project would incorporate
multiple design features and strategies into the required specific plan and development that would be
consistent with those identified by the City for attainment of its GHG reduction goals.

PROJECT LOCATION AND DESCRIPTION

The Midway-Pacific Highway Community Plan (Community Plan) area encompasses roughly 1,324 acres
of relatively flat area. The Community Plan area is located in west-central San Diego, to the north of San
Diego International Airport (SDIA), and south of Mission Bay. Interstate-5 forms the eastern boundary of
the Community Plan area. The San Diego River functions as the northern boundary of the Community Plan
area. The Community Plan area was historically an area of tidal marshes and flats where the San Diego
River flowed alternately into San Diego Bay and Mission Bay. The San Diego River mouth was channelized
to flow into the Pacific Ocean between the two bays. Development of the area was based largely around
regional transportation improvements including railways and highways, military development, and
aviation. The Sports Arena opened in 1966 and is surrounded by a large parking lot that is regularly
utilized by a swap meet. Other parcels included in this proposal include a construction store and materials
yard, as well as a mix of other commercial and retail uses.

PROPOSED PROJECT

The proposed project entails the lease, construction, and operation of a new multi-use village that
includes 4,000 units of housing, a new sports arena, open space, parks, recreation, a mobility hub, hotel.
Specifically, the proposed project would include:

e approximately 4,000 residential homes including 2,000 very low and low income restricted
affordable homes, within a vibrant, transit-oriented village setting;

» approximately 20 acres of parks, recreation, and open space, including a Bay to Bay link, which shall
be constructed by this project team that also includes community active and passive parks and
recreation fields and open space, and pedestrian and biking linkages;

e construction of a new, multipurpose 16,000-capacity Sports Arena and the corresponding demolition
of the existing Pechanga Sports Arena;

e approximately 200 hotel keys to support the San Diego region as well as sports arena-related events;

e approximately 250,000 square feet of community-serving commercial and retail space to support the
entire Midway District, sports arena, and related facilities;

e construction of an interconnected mobility hub to address mobility needs of residents and visitors
through bike and electric vehicle car sharing and enhanced EV shuttles to connect to the existing
Metropolitan Transit System (MTS) Old Town transit station and future Grand Central Station, thereby,
minimizing vehicular traffic use; and associated on-site and off-site infrastructure, utilities, facilities,
and other amenities.

ADOPTED COMMUNITY PLAN CAP IMPLEMENTATION STRATEGIES

New land use designations and policies that were adopted in 2018 as part of the Community Plan have
been designed to reflect and implement recommendations of the General Plan for creating new urban
villages that will produce far less GHG emissions than what has been produced in the past. Specifically, the
Community Plan includes updated Land Use, Villages and Districts; Mobility; and Conservation Elements
that include multiple policies aimed at reducing GHG emissions from target emission sources and adapting
to climate change. The policies refine existing General Plan policies with site-specific recommendations
applicable to the Midway-Pacific Highway community. See Attachment B, Land Use Map.

CLIMATE ACTION PLAN STRATEGIES

The CAP establishes five primary strategies for achieving citywide goals for GHG reductions:

» STRATEGY 1 (Energy & Water Efficient Buildings) includes goals, actions, and targets with the aim of
reducing building energy consumption.

* STRATEGY 2 (Clean & Renewable Energy), includes policies to encourage development that
incorporates renewable energy, such as photo-voltaic panels on roof tops. As well as the use of
sustainable building techniques for construction and operation of buildings that could include solar
energy installations, electric vehicle charging stations, and solar water heating.
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« STRATEGY 3 (Bicycling, Walking, Transit & Land Use) has goals that relate to land use and planning.
Action 3.1 in Strategy 3 of the CAP calls for implementation of the General Plan’s Mobility Element
and the City of Villages strategy in Transit Priority Areas (TPAs) to increase the use of transit by
supporting intelligent transportation systems to improve roadway and parking efficiency, congestion,
and install roundabouts where needed and feasible to reduce vehicle fuel consumption. Specific
policies include, but are not limited to, coordinating with MTS and SANDAG to implement transit
priority measures, encouraging the implementation of Rapid Bus to serve the areas of future
residential and employment uses, and coordinating with MTS, SANDAG, and adjacent property owners
to improve accessibility and the environment at transit stops.

e STRATEGY 4 (Zero Waste — Gas & Waste Management) includes diversion of solid waste and the
capture of landfill methane gas emissions.

o STRATEGY 5 (Climate Resiliency) of the CAP calls for further analysis of the resiliency issues that
face the various areas of the City. Resiliency is addressed by focusing on reducing water usage,
energy efficiency, and sustainable development practices. Also included strategies supporting and
encouraging green roofs and rooftop gardens, as well as an increase in the tree canopy within the
community to reduce summer heat temperatures, increase absorption of pollutants and carbon
dioxide, and contribute to more inviting business districts for pedestrians.

EVALUATION OF THE CITY OF SAN DIEGO’S CLIMATE ACTION PLAN

As described in the proposed project section of this memorandum, the project includes the development of
a new multi-use village district within the Midway-Pacific Highway Community Plan area. The CAP outlines
the actions that City will undertake to achieve its proportional share of statewide GHG emission reductions
in accordance with CEQA Guidelines Section 15183.5.

The CAP Consistency Checklist includes three steps:
1. Evaluate the project to determine whether:

a) a project is consistent with the existing General Plan, Community Plan, and zoning designations for
the site, and if not, whether the project would

b)include a land use plan and/or zoning designation amendment that would result in an increased
density within a Transit Priority Area (TPA) and implement CAP Strategy 3 actions, as determined in
Step 3 to the satisfaction of the Development Services Department?

c) include a land use plan and/or zoning designation amendment that would result in an equivalent or
less GHG-intensive project when compared to the existing designations.

2. Evaluate the project to includes an explanation as to how a project would implement the required
measures delineated in the checklist under Step 2.

3. Evaluate the project’'s consistency with the CAP’s transportation strategy.

STEP 1: LAND USE CONSISTENCY

Projects that do not require a change in land use or zoning designation are generally considered to be
consistent with Step 1 because the CAP’s emissions were based on build-out assumptions of the existing
land use designations at the time of the CAP’s development. The Community Plan provides a land use
framework that is generally consistent with and permits the land use densities and intensities contemplated
by the proposed project. Therefore, the proposed project is consistent with Option A under Step 1.
Furthermore the proposed project is sited within a TPA (Attachment C) and would implement CAP Strategy 3
actions. Therefore, the project as proposed is consistent with Step 1.

STEP 2: CLIMATE ACTION PLAN STRATEGIES CONSISTENCY

The second step of the CAP consistency review is to review and evaluate a project’s consistency with the
applicable strategies and actions of the CAP. Since this is only a proposal and would need to be developed
through a Specific Plan as required by the Community Plan’'s Community Plan Implementation Overlay Zone
Supplemental regulations, the following are tools that the development is proposing to include in its design
and execution. The proposed project would incorporate the following strategies:

STRATEGY 1:

Energy and Water Efficient Buildings by including cool and/or green roofs as well as residential and non-
residential plumbing fixtures (Kitchen faucets, standard and compact dishwashers and clothes washers) and
fittings that do not exceed maximum flow rates established by the California Green Building Standards Code.

STRATEGY 2: Bicycling, Walking, Transit and Land Use
 Electric Vehicle Charging for multiple family projects of more than 17 dwelling units as well as non-
residential structures. The project commits to being equipped with 10% of the total residential parking
spaces and 6% of total nonresidential parking spaces with appropriate electric supply equipment to
allow for the future installation of electric vehicle (EV) chargers (i.e., “EV ready”). Of these “EV ready”
spaces, 50% would be equipped with EV charging stations.
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Bicycle Parking Spaces: the project commits to providing more short- and long-term bicycle parking
spaces than required in the City’'s Municipal Code (Chapter 14, Article 2, Division 5). Residential units
would include secure bicycle parking per City of San Diego standards (up to 0.6 spaces per dwelling
unit anticipated based on units containing up to three bedrooms). Similarly, short-term (racks) and long-
term spaces (rooms, enclosures, or lockers) would also be provided for nonresidential uses per City of
San Diego standards (0.1 short-term spaces per 1,000 square feet and 5% of nonresidential automobile
parking provided in long-term spaces). The proposed project would also include a network of bicycle
lanes on key streets such as Sports Arena Boulevard and connections to existing off- site facilities.

Shower Facilities: the project would commit to including changing/shower facilities in accordance with
the voluntary measures under the California Green Building Standards Code.

Designated Parking Spaces: As part of the nonresidential use in the TPA, the project would provide
designated parking for a combination of low-emitting, fuel-efficient, and carpool-vanpool vehicles.

Transportation Demand Management Program: Since the project would accommodate over 50 tenant-
occupants (employees), the project would commit to including a transportation demand management

program that would be applicable to existing tenants and future tenants that could include the following:

At least one of the following components:

Parking cash out program

Parking management plan that includes charging employees market-rate for single-occupancy vehicle
parking and providing reserved, discounted, or free spaces for registered carpools or vanpools

Unbundled parking whereby parking spaces would be leased or sold separately from the rental or
purchase fees for the development for the life of the development

And at least three of the following components:

Commitment to maintaining an employer network in the SANDAG iCommute program and promoting
its RideMatcher service to tenants/employees

Onsite carsharing vehicle(s) or bikesharing
Flexible or alternative work hours
Telework program

Transit, carpool, and vanpool subsidies

e Pre-tax deduction for transit or vanpool fares and bicycle commute costs

e Access to services that reduce the need to drive, such as cafes, commercial stores, banks,
post offices, restaurants, gyms, or childcare, either onsite or within 1,320 feet (1/4 mile) of the
structure/use

The TDM Program, which applies to the proposed project’s residential and retail uses, would also
consist of the following strategies:

e Land Use Diversity

e Neighborhood Site Enhancement: New Bicycle Facilities; Dedicated Land for Bicycle linkages;
Bicycle Parking; Showers and Lockers in Employment Areas; Increased Intersection Density;
Traffic Calming; Car Share Service Accommodations; and Enhanced Pedestrian Network.

e Parking Policy and Pricing: Unbundled Residential Parking: Parking Cash-Out Program for
Office Use: Metered On-Street Parking: and Reduced Parking Supply.

e Commute Trip Reduction Services: TDM Program Coordinator and Marketing; Electric Bike-
Share Accommodations; Ridesharing Support; School Pool; Hotel Shuttle Service; and Transit
Pass Programs.

STEP 3: CLIMATE ACTION PLAN CONFORMANCE EVALUATION

The purpose of Step 3 is to determine whether a project is located in a TPA and includes a land
use plan and/or zoning designation amendment that is consistent with the assumptions in the CAP
because it would implement CAP Strategy 3 actions. As described in the Project Description, the
proposed project would be consistent with the Community Plan land use and zoning designations
(Option A) and would not be required to complete Step 3.

CONCLUSION

The project would be consistent with the CAP steps for consistency with land use and CAP
Strategies (Attachment D). The project does not propose any land use or zoning changes from
the underlying land use designation or CC-3-6 zone and is within a TPA and has been evaluated
as part of the Midway-Pacific Heights Programmatic Environmental Impact Report as well as the
Climate Action Plan Environmental Impact Report.
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As outlined in this memorandum, the project that is proposed would implement all of the Community
Plan’s goals and objectives that implement all of the five primary CAP strategies goals and policies
related to the CAP and would therefore be consistent with the adopted CAP. It is concluded that the project
would be consistent with each of the CAP strategies by:

* Increasing the number of residential units and commercial development within the Transit Priority
Areas (TPAs) within the community to support transit;

e Implementing transportation demand management strategies and programs;
e Promoting multi-modal improvements;

* Encouraging the use of passive or zero net energy strategies;

e Supporting waste reduction, recovery, and recycling;

e Encouraging the planting of native and drought-tolerant landscaping; and

 Increasing the tree canopy.

ATTACHMENTS: A. Sports Arena Leasehold Map
B. Midway-Pacific Highway Land Use Map
C. SB 743 Transit Priority Area Map

D. Climate Action Plan Consistency Checklist



ADJACENT PROPERTIES ANALYSIS

There are two properties outside of the city-owned 48-acres that would be
accretive to Midway Rising’s long-term community goals and the team plans to
discuss acquiring or partnering with the owners if the Midway Rising team is
selected to move forward with the City.

The first property are three parcels along Kurtz St (“Property #1”) and the
parcels are not included in our base case master plan. Property 1 would be the
ideal location for a future housing site with a mix of market-rate and affordable
housing. There are currently 1 and 2-story commercial buildings located on
Property #1 and it is estimated that Property #1 could yield approximately

400 housing units in the future. Redeveloping Property #1 would complete the
project’s revitalization of the street frontage along Kurtz St and be a catalyst for
future community reinvestment in the surrounding area.

Additionally, the shopping center which includes a Home Depot, Ralph’s, and
Target along Sports Arena Blvd (“Property 2”) could present an opportunity for
additional parking spaces during events, shows, and concerts hosted by the new
Arena. While Midway Rising does have adequate parking for each of the project’s
components, a partnership with Property 2 would reduce traffic congestion
during events with a high-volume attendance. In tandem with the proposed
mobility hub along Sports Arena Blvd within the Midway Rising site, the team

is focused on providing transportation options to reduce the reliance on single
modes of transit.

1. POTENTIAL FUTURE ACQUISITION OR PARTNERSHIP #1
e Addresses: 3495, 3487, and 3467 Kurtz St, San Diego CA 92110
e APNs: 441-330-01,-12,-11

2. POTENTIAL FUTURE ACQUISITION OR PARTNERSHIP #2
e Addresses: 3231-3245 Sports Arena Blvd, San Diego CA 92110
e APNs: 441-650-16,-17,-18,-14,-08,-15,-13
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3. Create a targeted local hire program.

A local and targeted hiring program requires or incentivizes businesses to hire from targeted
populations in the community and local workers. Programs can also include local hire goals that
stipulate a percentage of the total workforce that should come from certain areas/socioeconomic
groups/other underemployed populations. Programs help job seekers overcome racial discrimination
and other barriers to employment, thus improving employment outcomes in communities with

high unemployment. They also help the developer/contractor/subcontractor secure reliable, local
workers. Targeted local hire programs should prioritize individuals whose jobs may be displaced by
the development, residents in surrounding areas, low-income individuals, and individuals referred by
local, community-based job training organizations.

DEVELOP SPACES THAT HELP MEET COMMUNITY NEEDS
1. Create a Child Care and After School Care Center.

Developers can provide favorable lease terms for child care provider tenants to ensure these spaces
remain affordable. There is currently not enough child care available in San Diego to meet families’
needs. Current licensed early childhood education capacity only supports 14% of the population 0-14
years old". In addition, the early childhood education industry is a top source of low labor standards,
including low pay, long hours, and limited benefits. By pairing favorable lease terms for providers

and green spaces has many positive benefits, including health benefits, improved mental health, and
increased opportunity for social connection, among many others. Park space in the development will
also help improve water and air quality, reducing congestion and protecting wildlife.

. Create recreational facilities and opportunities accessible to the broader community, including

community meeting spaces, affordable and accessible group exercise, youth programming, and other
community programming.

A 2021 City audit found significant inequities in recreation opportunities in low-income communities
in San Diego®. Recreation opportunities are also limited for those with limited English proficiency.
Developing spaces that can be used for recreation opportunities provides similar benefits to those

of parks, including social connection, improved mental health, and improved overall health of those
using programs and services.

. Include a Health Clinic to support the health and wellness of development residents and the local

community.

Everyone needs healthcare services wherever they live and work. These needs span income levels,
ages, and demographics. Including an affordable clinic in the development, can help increase access
to care while also bringing increased traffic to development shops and businesses.

PROVIDE AMENITIES AND SERVICES THAT MEET THE NEEDS OF TENANTS AND THE SURROUNDING
COMMUNITY.

1. Provide free internet in shared spaces and free or subsidized internet for low-income residents.

and requiring high road commitments from lessees, the development can help families gain access
to child care spaces while also helping address labor standards.

Developers can provide further benefits to families by helping to subsidize child care slots for

affordable housing residents and ensure they receive priority for enrollment. The cost of child care
is often out of reach for many families at an average of $17,604 per month for children 0-22. By
receiving subsidies, families can better afford child care, help reduce poverty levels, and provide
short and long-term benefits to children’s success.

. Include retail space for affordable healthy food options.

There are approximately 441,037 people who experience nutrition insecurity in the City of San
Diego®. By ensuring there is space in the development for people to access healthy food at an
affordable price, more people will have healthy and nutritious food access.

. Develop park space.

San Diego neighborhoods with the highest concentrations of poverty have limited access to park
spaces*. Furthermore, where parks are available, they are often not accessible due to safety
concerns, limited walkability, lack of transportation, and lack of cultural inclusion. Access to parks

Access to the internet is essential in our everyday lives. However, 1 in 5 lower income households
in the central San Diego region do not have access to internet service at home®. Providing free or
subsidized internet access can help close this digital divide providing increased access to education
and work opportunities for residents and community members.

. Provide computer labs for tenants.

Low-income individuals experience a technology gap in addition to lacking internet access. Computer
labs also provide additional amenities such as larger computers, more program options, and printers
to help meet educational, work, and personal use needs.

. Subsidize transit for low-income residents.

San Diego needs to make aggressive changes to meet air pollution reduction, traffic congestion, and
mobility goals. By helping to encourage transit use, developers can promote mode shifts for those
not currently taking transit, help support those who are transit-dependent, and help the City achieve
these environmental goals.
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4. Create job training programs. displacement. The developer can also ensure affordable housing remains accessible to those who
Job training programs can help bring more people into the skilled workforce and help reduce need it most by committing to accepting housing vouchers.
unemployment. Furthermore, job training programs can help decrease the youth disconnection rate,
which is the percentage of youth 16-24 who are not in school or working. 2. Fund legal assistance for low-income tenants who will live in the development.
By contributing to legal assistance funds for residents, the developer can help ensure residents can
CENTER SUSTAINABILITY IN DEVELOPMENT PLANS. assert their rights by enforcing habitability requirements and preventing unjust evictions.

1. Ensure all development spaces have all-electric appliances.
Residential gas consumption is currently dominated by appliance use. By utilizing all-electric
appliances, the development can bring cleaner air, benefit resident health, reduce energy

3. Provide relocation assistance for any surrounding tenants affected by construction to prevent housing
insecurity.
Relocation assistance can help prevent displacement, helping those who may have to move during

consumption, and reduce construction costs.
construction stay within the neighborhood. In addition to providing cash assistance, developers can

2. Align with Climate Action Plan goals of 35% tree canopy cover in public areas. help affected families find new housing.
As of Fall 2021, the City of San Diego only has an average of 13% urban tree canopy, while climate
action goals are set at 35%’. Adding ample tree cover to development plans can help meet these 4. Create a process for tenants to weigh in on the selection of property management companies
goals, help reduce summer peak temperatures, and decrease air pollution. Property management companies dictate much of the tenant experience, including habitability,

maintenance, and other issues. Providing tenants with the opportunity to choose the management
company can help secure a responsive and trusted property manager that supports a positive
housing experience for tenants.

3. Commit to a zero carbon or net-zero development and include commitments to zero carbon in retail/
office tenant leases.
Zero carbon and net zero carbon commitments can limit the development’s carbon footprint and
contribute to achieving climate goals. Only credible, ethical carbon offsets should be used when zero 1San diego YMCA Child Care Supply Map

carbon is not immediately feasible. 2\/oice of San Diego Child Care Cost

#San Diego Hunger Coalition. (2021). Estimated Nutrition Insecurity in San Diego County by City. Jan. 2021
“Parks for California San Diego Park Access Data

® City of san Diego Equity in Recreation Programming Audit

¢ SANDAG Digital Divide Report

ACTIVELY PREVENT DISPLACEMENT. 7EHC Start Here, Start Now - Environmental Justice Assessment of the City of San Diego Climate Action Plan

4. Provide electric vehicle charging infrastructure for residents and retail customers.
Providing EV charging infrastructure can incentivize and support the transition to electric vehicles
while helping achieve city climate goals to reduce air pollution.

1. Ensure no less than 30% of housing units are affordable with limits on rent increase for affordable
housing units.
San Diego is experiencing a housing crisis, with rental prices skyrocketing. Securing affordable
housing can help address this crisis and prevent displacement. Furthermore, displacement
often occurs when rents become unaffordable for tenants. Affordable housing units can become
unaffordable after a few years of rent increases and push tenants out. By ensuring enforceable limits
on rents and rent increase in affordable units, we can help keep people housed and prevent this
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# Policy Category

Policy

Project Conformance

1 Vision

Establish a pedestrian- and transit-
oriented landmark entertainment
destination.

The project will incorporate a mix of entertainment, office,
retail, residential, public, and park uses. The Sports Arena
Boulevard streetscape will be improved to create an inviting
gateway to the village that features a linear park and pedestrian
and bicycle multi-use path. A rapid bus station that is done in
coordination with the Metropolitan Transit System (MTS) and
the San Diego Association of Governments (SANDAG) will be
integrated into the overall project design to create a strong
transit connection to serve employees, residents, and visitors.
Commercial and entertainment uses intermixed with 4,000
units of residential will provide activity and vitality to the
village. New uses will also be integrated around the new
modern arena and the 3.9 acre primary village square known as
the Zocalo.

residents and visitors to/from the existing Old Town transit
station as well as the proposed Grand Central Station to the
Arena village will be a key element of the proposed project.

2 Uses

Identify a mix of entertainment, office,
retail, residential, recreational, public,
and park uses.

The project will include 4,000 new residential units and will
relocate and develop a new state of the art sports arena to the
southern end of the leasehold. The project plans to include
250,000 square feet of commercial and retail spaces featuring
local restaurants, a weekly local farmers market, community-
oriented shops, and a 200-key hotel. This new community will
be connected through a system of complete streets that feature
enhanced pedestrian- and bicycle-oriented infrastructure that
link to parks within the community and to the recreational and
entertainment amenities at Mission Bay, the San Diego River,
and San Diego Bay. The project will include a central mobility
hub that is served by MTS’s bus rapid transit system to increase
transit ridership and ultimately reduce the reliance on single
occupancy vehicle trips. First/last mile solutions to connect

Uses Include an entertainment venue which | The project includes a new state of the art sports arena building
could consist of the existing Sports as part of the overall development proposal.
Arena building, a new arena, or
another entertainment facility.

Uses Encourage on-site affordable housing | The project includes 2,000 units of affordable housing that will
range between 30% AMI and 60% AMI. The restricted units will
be a mix of studios, one, two and three bedroom units, totaling
nearly 1.6 Million gross square feet.

Uses Support the continuation of existing The project will include an active and vibrant outdoor retail
retail uses in the village, including a market use that will be located as part of the development’s
swap meet or other outdoor retail 3.9-acre Zocalo plaza that will be directly adjacent to the new
market use sports arena. This area will create a retail/commercial

entertainment area that is open to the public and surrounding
community. Not only will this new entrainment district serve as an
public open space but will also host outdoor concerts, shows, events,
etc. The open plaza will be activated by F&B, shops, restaurants and
more. This is the central gathering space for the development that
connects the last-mile transit from Grand Central Station to the
Mobility Hub, and then through the activated green spine/pathway in
the middle of the site.

Mobility Incorporate a new street, pedestrian, The project will incorporate a new pedestrian-oriented street

and bicycle network within the
superblock to create a walkable scale
for new development and improve
public north- south access.

grid that will reestablish connections between Sports Arena
Boulevard and Kurtz Street. The super blocks will be broken up
with plazas and paseos as well as dog parks.
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7 Mobility

Provide pedestrian paths that create
connections between adjacent
developments and/or properties.

The project will be connected through a system of complete
streets and park/open space that feature enhanced pedestrian-
and bicycle-oriented infrastructure that link to parks within the
community and to the recreational and entertainment
amenities at Mission Bay, the San Diego River, and San Diego
Bay. The street network will include new infrastructure realize
the Bay to Bay connection and to complete the first and last
mile connection to the existing Old Town Transit Station as well
as the future Grand Central Station.

8 Mobility

Coordinate with SANDAG and MTS to
incorporate a future Rapid Bus station
with a mobility hub into the village to
create a strong transit connection.

The project team will work closely with SANDAG and MTS staff
to ensure that a future Rapid Bus station with a centralized
mobility hub is included in the project to create a strong transit
connection. The new sports arena will be sited on the southern
tip of the project site in order to reduce the distance between
the site and the future Grand Central Station so people can feel
more comfortable walking or taking transit. This will be a
catalyst for solving the first and last mile issues commonly
affecting transit ridership and walkability.

9 | Mobility

Encourage the use of shared
structured parking serving multiple

uses to efficiently meet parking needs.

The project incorporates shared parking strategies along with a
centralized mobility hub that will connect residents and visitors
to the regional transit network as well as provide bike and
Electric Vehicle car sharing options.

Residential parking will be in above ground podium structures
and will make use of shared parking efficiencies with other land
uses. The parking structures will be lined with active uses to
shield the parking and to maximize the human scale and urban
walkability. This will result in enhanced mobility, connectivity
and increased use of the different transportation options. The

project will capitalize on the Transit Oriented Development
(TOD) nature of the site and leverage the Old Town Transit
Station and its connectivity throughout the San Diego region.
Fewer cars mean less traffic and improved site circulation which
is a community benefit that carries significant value.

San Diego Association of Governments plan to develop a
primary transportation center for the region, connecting all rail
and bus lines with a people mover to the airport. This central
mobility hub is commonly referred to as San Diego’s “Grand
Central Station,” and due to the increased access to public
transit that will result from this Grand Central Station, we
anticipate the need for parking in the distant future to
decrease. With this understanding, we are also proposing that
the podium parking areas will be designed to accommodate
conversion from parking into additional affordable residential
units. In addition to the parking being flexible for future use, we
will optimize multimodal transportation options. San Diego
Association of Governments’ transit hub allows the creation of
a true Live, Work, Play community.

10

Parks

Identify the type, size, and location of
a mix of parks and/or park
equivalencies that meet the
population-based park needs of
residential uses located within the
village, which can include plazas, urban
greens, linear parks, and other park
and recreational amenities as
addressed in the Recreation Element.

The project will include over 20 acres of new parks and open
space. Please see site plan for location of park and open space.
The areas will be broken out into the following:

Central Urban Park space = 2.9 acres
Community Park space = 4.1 acres

Elevated Park Space = 4.2 acres

Linear Park Space = 5.7 acres

Entertainment Plaza aka The Zocalo = 3.9 acres
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SPORTS ARENA LAND USE POLICIES CHECKLIST CONT.

Sports Arena Village Land Use Policy Project Conformance

Appendix A

Sports Arena Village Land Use Policy Project Conformance

Appendix A

Include a central green or square as a
focal point for the village.

Total acreage: 20.8 acres

by local restaurants and bars and other community serving venues.
This is the central gathering space for the development that connects
the last-mile transit from Grand Central Station to the Mobility Hub,
and then through the activated green spine/pathway in the middle of
the site. While the Arena is a focal point, this central square is a
significant aspect of the proposed development.

15 | Urban Design & | Improve Sports Arena Boulevard as the | Significant gateway features and enhanced drought tolerant
Public Realm gateway to the village with a multi-use | landscaping with shade-producing street trees will be included
urban path and linear park. as part of the overall design of the project.
16 | Urban Design & | Consider raising the grade of new The project will raise the grade of the overall development to
Public Realm development to reduce the potential reduce the potential for future flooding. Complete information
for future flooding. will be provided once engineering surveys are completed.

17 Coastal Access | Provide a pedestrian and bicycle The project will provide an extensive “Complete Boulevard”
connection to the San Diego River Park | that implements the Bay to Bay linkage along Sports Arena
and the Coastal Zone where feasible. Boulevard that will connect to the San Diego River.

18 Implementation | Provide a development phasing and The project includes a development phasing and

implementation program that
considers the existing long-term city
property leases and addresses the
implementation of public facilities,
including on-site parks to serve
residential uses.

implementation program

11 | Parks Create a multi-use urban path and The Sports Arena Linear Park that will celebrate the Bay to Bay
linear park along Sports Arena link and will include 3.9 acres of open space that will be
Boulevard and the extension of planned to include a group picnic area, shade structure, plaza
Kemper Street, to enhance the public and amphitheater, a jogging trail and bike path separated from
realm and provide a pedestrian and the primary pedestrian sidewalk, comfort station, children’s
bicycle link to a future connection play area and/or a skateboard area, site furniture, fitness
across |-8 as part of the Bay-to-Bay stations, game tables, art elements, drinking fountains,
Link. interpretive signage, and drought tolerant landscaping.
12 | Urban Design & | Incorporate a main street with The project will incorporate a variety of pedestrian-oriented
Public Realm pedestrian-oriented retail uses. uses with over 250,000 square feet of new retail that will be
located throughout the project site and connect the housing to
the vibrant entertainment plaza known as the Zocalo.
The team will work with the businesses, residents, and stake
holders for the project site to create a vibrant new
neighborhood for the Midway District. Understanding the past,
present and future for the site is crucial and inviting
collaboration including Koby Swap Meet, Phil’s and the
community Stakeholders will shape the Midway District to be
diverse, equitable and inclusive.
13 | Urban Design & | Provide active ground-floor uses in The project incorporates over 250,000 square feet of new
Public Realm buildings with frontages along streets, | active community-oriented retail and commercial uses.
public spaces, and parks.
14 | Urban Design & | Incorporate space for an outdoor A weekly outdoor market will be included in the 3.9-acre Zocalo

Public Realm

market, which can be on public right-
of-way along main streets or at
another public space.

Plaza. This will be a retail/commercial entertainment area that is
open to the public and surrounding community. Not only will the area
serve as a public open space but it is anticipated to host outdoor
concerts, shows, events, and more. The open area will be activated
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Policy
Category

Policy

Project Proposal

Community Plan Implementation Overlay Zone A and B Compliance

Appendix B

SDR-1

Requirement

For any development within the
boundaries of the Sports Arena
Community Village CPIOZ that
proposes an increase in floor area or
the development of residential use(s),
a specific plan or a development plan
with a Master Planned Development
Permit (PDP) shall be required. The
decision of which type of plan is
required (specific plan or development
plan with a Master PDP) shall be made
by the Development Services Director.
For a specific plan, a community plan
amendment initiation is not required if
the proposed scope or objectives are
consistent with the Community Plan’s
vision regarding village development,
mobility, parks, and urban design.

The project will create a specific plan
with ample community engagement.

provide a multi-use path with a
minimum width of 12 feet and,
between the curb and the multi-use
path, a parkway / furnishing area with
a minimum width of 8 feet that
incorporates tree wells.

SDR-2

Requirement

Wood and gas fireplaces shall not be
permitted in any new dwelling unit
within the boundaries of the Sports
Arena Community Village CPIOZ. Gas
fireplaces are permitted in common
amenity spaces.

The project will not include wood or gas
fireplaces in any new dwelling unit.

SDR-3

Incentive

Allow development on properties
within the Sports Arena Community
Village CPIOZ to calculate maximum
allowable residential density and/or
floor area based on the entire parcel
area including the public right-of-way
provided for new streets and the area
provided for new parks, linear parks,
and other park equivalencies.

The project will comply with the CPIOZ-
A requirements and will therefore be
eligible for this incentive.

SDR-4

Requirement

Development shall provide 20 feet of
public right-of-way from the curb to
the property line. Within the 20 feet of
public right-of-way, development shall

The project design will comply with this
requirement.

SDR-5 | Requirement | Development shall provide street trees | The project will comply with this require
in the tree wells within the public and will propose the street tree palette
right-of-way consistent with the outlined in Appendix A.
Community Plan’s street tree palette
for Sports Arena Boulevard (refer to
Appendix A).
SDR-6A | Requirement | Development shall observe a minimum | The project will comply with the setback
and 6B front setback or street side setback of | requirements.

10 feet and a maximum front setback
or street side setback of 25 feet along
Sports Arena Boulevard (see Figure 2-
17).

A. Within the front yard or street side
yard along Sports Arena Boulevard,
development shall provide a row of
trees parallel to the multi-use path,
equal in number to the required street
trees; and consistent with the street
tree palette for Sports Arena
Boulevard in Appendix A; and
landscaping.

B. Within the front yard or street side
yard between the minimum setback
and the maximum setback (if
applicable), development may provide
publicly accessible, privately owned
pedestrian path(s), plaza space, and/or
landscaping.
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SDR-7

Requirement

Development shall provide a
pedestrian path from the sidewalk on
Sports Arena Boulevard to the building
entrance.

The project will comply with the
pedestrian path requirement along
Sports Arena Boulevard.

SDR-8

Incentive

Allow development on properties
within the Sports Arena Boulevard
Streetscape CPIOZ to calculate
maximum allowable residential density
and/or floor area based on the entire
parcel area including the public right-
of-way provided for the enhanced
streetscape

The project will comply with the CP10Z-
B requirements and will therefore be
eligible for this incentive.
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SB 743 TRANSIT PRIORITY AREA MAP

(ATTACHMENT C)
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The Transit Priority Areas map is based on the adopted SANDAG San
Diego Forward Regional Plan.

In accordance with SB 743, “Transit priority area” means “an area within
one-half mile of a major transit stop that is existing or planned, if the
planned stop is scheduled to be completed within the planning horizon
included in a Transportation Improvement Program adopted pursuant to
Section 450.216 or 450.322 of Title 23 of the Code of Federal Regulations.”

« Section 450.216 addresses development and content of the statewide
transportation improvement program. STIPs cover a period of no less than
four years.

« Section 450.322 refers to development and content of the metropolitan
transportation plan. The RTP has at least a 20-year planning horizon.

* Major Transit Stop, as defined in Section 21064.3, means ‘“a site
containing an existing rail transit station, a ferry terminal served by either a
bus or rail transit service, or the intersection of two or more major bus
routes with a frequency of service of 15 minutes or less during the morning
and afternoon peak commute periods.”
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CLIMATE ACTION PLAN CONSISTENCY CHECKLIST

ATTACHMENT D

CLIMATE ACTION PLAN

CONSISTENCY CHECKLIST INTRODUCTION This page intentionally left blank

In December 2015, the City adopted a Climate Action Plan (CAP) that outlines the actions that City will
undertake to achieve its proportional share of State greenhouse gas (GHG) emission reductions. The
purpose of the Climate Action Plan Consistency Checklist (Checklist) is to, in conjunction with the CAP,
provide a streamlined review process for proposed new development projects that are subject to
discretionary review and trigger environmental review pursuant to the California Environmental Quality
Act (CEQA).!

Analysis of GHG emissions and potential climate change impacts from new development is required
under CEQA. The CAP is a plan for the reduction of GHG emissions in accordance with CEQA Guidelines
Section 15183.5. Pursuant to CEQA Guidelines Sections 15064(h)(3), 15130(d), and 15183(b), a project’s
incremental contribution to a cumulative GHG emissions effect may be determined not to be
cumulatively considerable if it complies with the requirements of the CAP.

This Checklist is part of the CAP and contains measures that are required to be implemented on a
project-by-project basis to ensure that the specified emissions targets identified in the CAP are achieved.
Implementation of these measures would ensure that new development is consistent with the CAP’s
assumptions for relevant CAP strategies toward achieving the identified GHG reduction targets. Projects
that are consistent with the CAP as determined through the use of this Checklist may rely on the CAP for
the cumulative impacts analysis of GHG emissions. Projects that are not consistent with the CAP must
prepare a comprehensive project-specific analysis of GHG emissions, including quantification of existing
and projected GHG emissions and incorporation of the measures in this Checklist to the extent feasible.
Cumulative GHG impacts would be significant for any project that is not consistent with the CAP.

The Checklist may be updated to incorporate new GHG reduction techniques or to comply with later
amendments to the CAP or local, State, or federal law.

City Council Approved July 12, 2016

1 Certain projects seeking ministerial approval may be required to complete the Checklist. For example, projects in a Community Plan REVISEdef'Ie 207 7
Implementation Overlay Zone may be required to use the Checklist to qualify for ministerial level review. See Supplemental
Development Regulations in the project’s community plan to determine applicability.

City Council Approved July 12, 2016
Revised June 2017
























MIDWAY RISING - SUPPLEMENTAL INFORMATION

City of San Diego Department of Real Estate and Airport Management
1200 Third Avenue, Suite 17000
San Diego, CA 92101

January 18, 2022
Re: Supplemental Information Request
Arena:

1. Number of seats:

A new, state-of-the-art arena with world class architecture, an elevated guest experience, and seating
for 15,000 to 16,000 people — that’s what San Diego deserves and that’s what Midway Rising is
committed to delivering. Our new arena will maximize revenue for the city through premium seating,
corporate sponsorships, naming rights and more, while offering year-round events including concerts,
family shows, touring acts and sports that appeal to all of San Diego.

The new arena will replace the neglected and outdated Pechanga Arena, which has been allowed to
fall into disrepair by the cutrent operators. Our team plans to keep the current arena operational as the
new one is completed. Additionally, our team anticipates that a design competition will be held for the
new arena so that the best option for the community is implemented.

We estimate that the new arena would host approximately 150 annual events with an estimated
annual attendance of 850,000 people, and become the new, attractive home of the San Diego Gulls,
Sockers and Seals. The proposed arena will be a flexible and multipurpose venue, capable of
accommodating a variety of events while also providing future expansion opportunities with the NBA,
WNBA and NHL and large-scale events like the NCAA’s Sweet Sixteen. While our proposal doesn’t
count on major league sports to be successful, building a brand-new arena that can’t compete for future
expansion opportunities would be short-sighted.

Our team has worked on similarly sized arenas that integrate these flexible capabilities. Retractable
seating will allow for larger floor space and convertibility between shows and events. Additional locker
rooms and sports lighting will be ready to accommodate both NBA and NHL. Premium seats, loges, and
suites will be incorporated into the arena design to maximize a range of seat offerings.

The new arena will also be developed to offer activities and entertainment options 365 days a year.
Options to be explored include thrill type attractions such as a sky walk on the exterior of the arena as
well as serving as a venue for major corporate catered events.

2. Arena size:

The arena is estimated to be approximately 500,000 to 600,000 SE. In front of the proposed arena
will be a new 3.9-acre outdoor entertainment plaza, also known as “The Zocalo.” The Zocalo is a central
feature of the proposed development, surrounded by approximately 250,000 SF of restaurants, retail, and
commercial space.



Additionally, the exterior of the arena will feature viewing screens to show events from outside the
arena, in the Zocalo and public spaces, so that the entertainment is accessible to all San Diegans, not just
to those who are able to afford tickets. The Zocalo is a multi-purpose event space designed to maximize
cultural and community events on non-arena event nights. Our team’s community partner, Casa Familiar,
a non-profit with a deep track record of inclusive, cross-border arts programming, would top our list of
groups to oversee the arts and cultural programming for the space.

3. Arena operator:

Legends will be the arena’s operator and unlike other operators who are locked into one narrow
event promotion network, Legends works with all major content promoters allowing us to schedule more
booking dates and more shows to the arena. More events will mean more jobs for San Diegans, more
revenue for the City and a more dynamic and vibrant venue for the entire region.

Beyond the numbers, a new Arena’s full potential is more exciting than just the events we can — and
will — bring to San Diego. We’re committed to building the arena under a union Project Labor
Agreement to create high-quality jobs as well apprenticeships and pre-apprenticeship training programs
for San Diegans too often locked out of high-paying construction careers. We’ve entered into a labor
harmony agreement with 7 unions covering all aspects of arena operations. This will ensure best in class
service for our guests and good union jobs for workers.

Our community benefits framework, developed in consultation with the Center on Policy Initiatives,
calls for enforceable local hiring targets so the benefits of arena construction stay local to San Diego and
help residents of all backgrounds, including workers in high-unemployment zip codes, communities of
color, veterans re-entering the workforce and transitional homeless. Additionally, the inclusion of
minority and women-owned businesses will be required to exceed the goals set by the City.

4. Would the Hospitality Education Center be located within the arena?

Creating good jobs and rewarding careers for local San Diegans is central to our project, which is
why the Hospitality Education Center will be on-site within the new arena.

Our mission is to provide an interactive, hands-on learning environment that gets working San
Diegans on a pathway to rewarding, well-paying careers in the hospitality industry, while making the
arena experience the best it can be for guests and employees alike.

The Hospitality Education Center would be run in partnership with San Diego’s hospitality workers’
union, Unite Here, and will prioritize local hiring and job training for local San Diegans. The Center
would serve the arena’s needs for a trained, skilled workforce and serve the community’s needs by
expanding opportunity for career training and employment to all. Our hope is that seasonal workers at
other facilities around the region could use the Hospitality Education Center as a clearinghouse to
maximize their hours and ensure continued healthcare benefits for themselves and their families.

Legends successfully created the Los Angeles Hospitality Education Center (LAHEC) as part of the
Hollywood Park Entertainment District master plan, which includes SoFi Stadium, and its training



programs are already making real, positive impacts for hospitality workers. We’re passionate about this
critical component of Midway Rising and would love the opportunity to discuss it further with the City.

5. Would the sports arena be operational during construction of project? If not, how long is it
anticipated to be closed?

Yes. By building a new, full-size arena resituated on the site’s outer-edge, our proposal ensures that
the current arena stays open for businesses without disruption during new arena construction.

Ideally, our team would take over operations of the existing venue during the interim period. In order
to ensure that the existing arena remains operational until the new arena launches, our team will develop
a detailed construction phasing plan.

Housing:

1. Please clarify if the PSH is included in the proposed development scenario? If so, what
support services would be provided.

Yes, our current model assumes approximately 200 units restricted to PSH units, which includes
individuals experiencing homelessness and transitional aged youth. Some of the services offered by our
non-profit service providers include:

Case Management with individual Service Plans
Benefits Counseling and advocacy

Mental Health Care

Physical Health Care — primary care and dental
Substance use services

Employment and OJT placement/ training
Education assistance/benefits information
Financial Counseling

Childcare assistance/services

Life Skills/soft skill

Out -patient family therapy/counseling
Domestic Violence support

Food bank/meal support services

2. DPlease provide one chart that shows the breakdown of all of the housing and affordability
levels. Indicate the number of units that you propose to set aside for special populations

such as seniors, veterans, homeless, etc.?



Housing Type Units % of Affordable | Affordability Level (AMI)

Units

Family 1,200 60% 30-60%
Senior 300 15% 30-60%
Veterans 300 15% 30-60%
Homeless 200 10% 30-50%
Total Affordable (50%) | 2,000 100%

Market Rate (50%) 2,000

Total Project 4,000

Midway Rising is designed to include 4,000 residential units with a goal of designating 50% of the
total units (2,000 units) for very low and low income restricted units at 30% to 60% area median income,
subject to land lease terms, land use, regulatory and entitlement approvals, infrastructure costs, gap
financing availability, financial feasibility, legal validity of the increased height limit initiative and
successful resolution of any litigation filed against the project approvals. In no event will the number of
units for very low and low income housing be less than 30% of the project’s total residential units.
Within the 30% to 60% AMI range, the project will include allocations for families, seniors, veterans, and
supportive homeless housing for a 50% AMI average for the project’s affordable units.

Family: Affordable housing for families with children is among the most urgent need in San Diego
right now and is a key focus of Midway Rising. Nearly 60% of our affordable units are planned for
families.

Within the affordable units targeted for the family population, there will be units set aside specifically
for certain special needs populations. These special needs populations will include individuals with
developmental disabilities as well as families with a developmentally disabled family member. Chelsea has
a strong track record of success working with the San Diego Regional Centers and the Southern
California Housing Collaborative to develop units for the local developmentally disabled population. We
also are planning for veterans and active military families to live in the family component.

While the age classification for seniors is 55 years or older, the tax credit financing for seniors
requires tenants to be 62 years or older. For this reason, 55-year-old to 61-year-old individuals and their
families would live in the family units. This is another reason why the portion of family units will
outweigh the portion of senior units.

Seniors: Our project team is planning to target seniors with 15% of the affordable units. Chelsea’s
strong relationship with Serving Seniors and their knowledge of the San Diego Market, indicate there is
exceeding demand for creating a specific set aside of units for this population. Serving Seniors’ needs
assessment report issued in September of 2021, identified that one out of every four unsheltered San



Diego County residents in 2020 was 55 or older and more than 40% of those surveyed are experiencing
homelessness for the first time in their lives. We’re committed to making a real difference for San Diego
seniors with hundreds of dedicated affordable units paired with strong support services on-site.

Veterans: Our project team is estimating 15% of the units will target veterans, a vital part of San
Diego’s community. Approximately 86,000 veterans call San Diego home — and many qualify for
affordable housing. Our non-profit partners, Veterans Village, will provide targeted services for these
residents. Units will be specifically set aside for the lowest affordability levels and will target veterans that
qualify for specific veteran programs, such as VASH vouchers or VHHP. Support services for veterans
will be available on-site and through Veterans Village.

Homeless: As local San Diegans, we know homelessness is a crisis and we intend Midway Rising to be
part of the solution. Our plans allocate approximately 10% of affordable units towards individuals
experiencing homelessness. Transitional Age Youth (TYA) or young adults ages 18-24 who are
experiencing homelessness and are unable to rely on familial support, make up about 12% of the
unsheltered homeless population in San Diego County, according to SD Youth Services. There are
several factors according to the Congressional Research Service that increase a youth’s risk of becoming
homeless which include family conflict, sexual orientation and transition out of foster care. This proposal
will include units specifically set aside for Transitional Age Youth population, including LGBTQ youth
and their family members, and young San Diegans at risk of becoming homeless.

3. Since there is more than one housing developer within the team, would one of them take the
overall lead responsibility for management, maintenance and act as point of contact for any
issues that arise?

Our team is just that — a team — and all our partners will be intimately involved in every step of the
process. Chelsea, in particular, has a significant amount of local experience to draw on when it comes to
securing affordable housing approvals, fighting for San Diego’s fair share of atfordable housing dollars
from the state and federal government, and building successful community coalitions to support
responsible development. To ensure smooth operations and consistent communication, Midway Rising’s
day-to-day contact with the city would be Zephyr.

General:
1. What is the team’s largest challenge with this development project?

We believe the biggest challenge facing the Midway District is the outcome of the height initiative.
Our team is prepared to advise and assist in any way to create a successful resolution of the height limit,
including legal, legislative, financial and electoral solutions. We will work in partnership with the City with
the mutual goal of enhancing the Midway community.

Our team’s experience over the last 30 years - including legislative and electoral projects at the local,
state and federal levels - gives us confidence that we will be able to overcome what we see as a temporary
setback and deliver a successful project. Our team includes San Diego’s top legal land use attorneys,
election campaign professionals and communications strategists — we’re ready to take this project to the
people and earn their support whether it’s on a soap box at community meetings or at the ballot box with
voters.






principals of both Zephyr and Chelsea have experience partnering with each other on a series of
successful housing redevelopment projects over the past 15 yeats.

AECOM is a publicly traded company with a balance sheet of nearly $12 billion. Additionally,
Legends is a joint venture derived from the Steinbrenner family of the New York Yankees and the Jones
family of the Dallas Cowboys. Recently Sixth Street Partners, a $60 billion investment company, took a
majority investment position in Legends to expand the company for long-term growth. See Exhibit A for
turther information on Legends” and AECOM’s experience.

Our expectation is to leverage the full breadth of experience and balance sheet of the collective
partners of Midway Rising to finance the redevelopment. Once we have developed the framework for a
development agreement, development program and infrastructure scope, we will be able to finalize a
project-specific capitalization plan.

Once the Community Plan EIR is updated and there is a successful resolution to the height limit
initiative, we will complete the financing plan and begin comprehensive site due diligence, field
investigation, and design drawings for the full development. Our team estimates that completing full
construction drawings and receiving site development permits will take approximately 18 months
thereafter, during which time the Pechanga Arena is anticipated to be fully operational. Upon
construction commencement, onsite master infrastructure for the entire site is estimated to take 24
months and the project is planned to be constructed over multiple phases as described on the following

page.






1. Hotel location: adjacent to arena
2. Number of keys: 200
3. What is the anticipated product type of the hotel?

Our team has had preliminary discussions with Seaworld to brand the 200-key hotel and we are
optimistic that we could solve labor-related issues that previously prevented Seaworld from developing a
hotel in the past. A Seaworld hotel would maximize room nights, TOT revenue and add unmistakable
San Diego-specific character to the project. Alternatively, we are ready to conduct a national search for
the best hotel brand that fits this project, something our team has extensive experience in from other
entertainment districts we’ve helped create.

Tenants/Commercial Space:

1. Target tenants for commercial/retail (besides Kobey’s swap meet and Phil’s BBQ)?
Our team will send a follow-up response to this question.
2. Who would maintain/manage the commercial spaces throughout the lease term?

A third-party property management company would manage the commercial spaces throughout the
lease term.

3. Any plans to include live/work/incubator space for creatives?

Midway Rising’s pedestrian-friendly, transit-oriented community will bring the kind of amenities and
lifestyle to all San Diegans — regardless of income, occupation or background.

Amenities including computer labs, community kitchens, site-wide WiFi, workshare spaces and
electric vehicle charging stations are becoming necessities for everyone, not just the creative or
professional class, and Midway Rising will include these features for both affordable housing and market
rate units.

Through our proposal’s comprehensive community benefits framework, we are anticipating on-site
childcare services subsidized for those in need, a health clinic to meet residents’ needs, subsidized transit
and affordable or free internet access for all.

That’s in addition to the over twenty acres of park space promoting outdoor working environments
and the kind of pedestrian-friendly community all San Diegans should have access to. These ate basic
needs — not luxuries — and we’re committed to ensuring all our residents and workers can access them.

Additionally, the project will feature a new mobility hub along Sports Arena Blvd, which will connect
residents to MTS and Bus Rapid Transit — the kind of transit-oriented planning that really supports
working families” day to day and will help attract the workforce of tomorrow for San Diego’s emerging



new economy. The Mobility Hub will include a centralized bike and car sharing facility as well as a
common area workspace.

Parks /Public Areas:

1. Who would maintain/manage the public park areas through the lease term?

A third-party property management company would manage the 20 acres of park space included in
Midway Rising throughout the lease term. We are currently in discussions with arborist and landscape
union representatives to ensure well-maintained, drought-tolerant, geographically appropriate landscaping
is implemented to make the site beautiful, green and welcoming for all.

Public Art/Cultural:

1. Can you provide more information regarding the public art displays and any cultural
amenities?

For us, Midway Rising’s public gathering and arts spaces are priorities, not afterthoughts. After all,
most San Diegans will experience the new Midway District as visitors, diners, shoppers, not residents or
ticketed arena guests. Our project’s public spaces will be designed to be welcoming and create a unique
sense of place that only the Midway District provides.

A central part of our plan is a Zocalo-style public square, inspired by the town squares of great Latin
American cities. The Zocalo will feature year-round public programming, including local musicians, a
farmers’ market, and regional artists. The plaza will also be designed to include curated public art rooted
in San Diego’s spirit and history.

Public art of all kinds, including light-based installations to keep the community vibrant and
welcoming in the evenings, will be installed throughout the project. We envision partnering with local
arts organizations and engaging public feedback through the Commission for Arts and Culture to make
Midway Rising as beautiful and memorable as can be.

Labor:

1. N/A - addressed in submittal.

Community Engagement:

1. How will you address community engagement?

To our knowledge, we’re the only team that submitted a comprehensive community benefits
framework along with our proposal and the only group with an enforceable labor harmony agreement
with the seven labor unions that would represent workers in Midway Rising’s arena and hotel operations.



We know community concerns have to be transparent in new developments and our framework
includes a commitment to high-road employment practices, public spaces for the entire community to
enjoy, significant economic investment in the community’s workforce and residents, and ultimately a
voice in the management of the property by the residents themselves.

These commitments will be great assets as we work closely with local planning groups and
stakeholders to make Midway Rising an enduring asset to the community.

Together, our team’s partners have over a century of experience in mitigating and resolving
community concerns regarding development — and that experience is local to San Diego, not elsewhere.
Our team’s local roots — including Safdie Rabines, Zephyr, Chelsea and Legends — will put Midway Rising
in a strong position to earn strong support from local San Diegans and get this project done right.



Exhibit A -L.egends and AECOM Experience

Please see the following pages for additional information on Legends’ and AECOM experience.




























































































































































SoFi Stadium
Inglewood, CA

Owner Construction Value
Kroenke Sports and Confidential
Entertainment

Architect
Delivery Method HKS, Inc.

CMR-GMP

Anticipated Completion
July 2020

California's Largest Indoor-Outdoor
Entertainment Space

A 3,100,000 SF football stadium and multi-purpose
complex. The stadium includes 275 suites, 70,250
seats, 20,000 club seats and loge boxes; and a 50 ft.
tall, 120 yard, oculus ribbon board. Additionally, the
complex features a 6,000 seat, 220,000 SF multi-pur-
pose indoor performance venue designed to accom-
modate major public events, including concerts, award
shows, conventions, conferences, and miscellaneous
similar engagements. Future home of the NFL's Los
Angeles Rams and Los Angeles Chargers.

A=COM HUNT

































USTA Arthur Ashe Stadium Retractable Roof A=COM HUNT
Flushing, NY

Owner Construction Value
USTA National Tennis Confidential
Center Incorporated
Architect
Delivery Method Rossetti
Design-Build
Completion
August 2016

Largest Retractable Roof Opening on a
Tennis Stadium in the World

Addition of an octagonal 236,600 SF fabric roof on Retractable Roof Stats:

Arthur Ashe Tennis Stadium. The roof has a 250' x - 6,500 tons of steel
250'retractable opening, uses 6,500 tons of steel, and - 24 exterior columns
consists of PTFE fabric stretched over the structural - 1700 structural beams
steel frame. The projectincludes a new 5,000 SF chiller - 115,000 three-pound bolts

building and 4,000 SF electrical substation building. - 200,000 SF of PTFE fabric
- 62,500 SF of open-roof space

4

This is going to be a U.S. Open unlike any
other - amovable roof on Arthur Ashe
Stadium, a new Grandstand with 8,000 of
the best seats to watch tennis in the world
and an entire grounds transformation.

Gordon Smith ,,
Chief Operating Officer, USTA







AT&T Center Renovations
San Antonio, TX

Work Completed in 126 Days

Major renovation completed during 4.5 months
off-season, including new seats, scoreboard, sound
system, concourses, suites, VIP concessions,
restaurants and dining, home team locker rooms and
training areas, VIP entries and two additions. Home
of the NBA's San Antonio Spurs, WNBA's Silver Stars
and the AHL's San Antonio Rampage.

Owner Completion
Spurs Sports & October 2015
Entertainment

Construction Value

Delivery Method $79.650,574
CMR - GMP
Architect
HOK/360 Architecture

4

The renovations have been helpful in
a lot of ways. The locker room is really
nice. The training, strength and rehab
areas are really special.

Gregg Popovic ,,
Head Coach, San Antonio Spurs

A=COM HUNT














































































American Family Field
Milwaukee, WI

A 1,200,000 SF, fan-shaped, retractable roof
baseball stadium featuring 43,000 seats, 72
skyboxes and 3,000 club level seats. Home of MLB's
Milwaukee Brewers.

Comerica Park
Detroit, Ml

A 1,200,000 SF, 40,000-seat open-air baseball
stadium that features 108 suites, carousel, Ferris
wheel, a 1,000-car parking garage and surrounding
site development. Home of MLB's Detroit Tigers.

Fan-Shaped Retractable Roof

Owner Construction Value
Southeast Wisconsin $307,000,000
Professional Baseball
District Architect
HKS, Inc.
Delivery Method
CMR-GMP
Completion

April 2001

Part of Larger Stadium District
Development Project

A=COM HUNT

Oracle Park
San Francisco, CA

A 1,700,000 SF, 41,957-seat open-air baseball stadium
featuring 67 suites, 5,800 club seats, restaurants,
60,000 SF pavilion building for offices and team retail
shop. Home of MLB's San Francisco Giants.

Owner
Detroit Wayne County
Stadium Authority

Delivery Method
CMR-GMP

Completion
April 2000

Construction Value
$254,500,000

Architect
SmithGroup, Inc.

Owner
San Francisco Giants

Delivery Method
CMR-GMP

Completion
April 2000

Construction Value
Confidential

Architect
Populous






Bankers Life Fieldhouse
Indianapolis, IN

First Retro-Style Facility in the NBA

A 760,000 SF, 19,000-seat, five-level, basketball
arena featuring 70 suites, restaurants, a team store,
box office, 100+ concessions, a four-sided video
scoreboard suspended above center court, full-size
practice court and a complete broadcasting studio.
Home of the NBA's Indiana Pacers and the WNBA's

Indiana Fever.

Award-Winning Arena

Olive Build Indiana Award

A Monumental Affair, Excellence Award
MICCS Outstanding Project Award

Indiana Concrete Association, Outstanding
Concrete Construction Award

Excellence in Design & Development,
Construction Merit Award

Owner Construction Value
City of Indianapolis $183,000,000
Delivery Method Architect
CM-Agent AECOM
Completion

October 1999

Hunt's ability to keep such a
complicated project running smoothly
while integrating thousands of activities
through the Capital Improvement Board
process is truly remarkable.

Stephen Goldsmith ,,
Former Mayor, City of Indianapolis

A=COM HUNT






Chase Field
Phoenix, AZ

First Retractable Roof Stadium with
Natural Grass and Air Conditioning

A 49,977-seat, 1,300,000 SF retractable roof baseball
stadium featuring 69 suites, six party suites, six 60'x
70' operable panels and a natural grass playing field.
Home of MLB's Arizona Diamondbacks.

Owner Completion
Maricopa County April 1998
Delivery Method Construction Value
CM-Agent $270,000,000
Architect
AECOM

Remember when you make your
selection, it's the people who will build
these projects, and | would certainly
want Hunt on my team.

Jerry Colangelo, Former Chairman & CEO, ,,
Arizona Diamondbacks

A=COM HUNT






























About AECOM

AECOM (NYSE: ACM) is the world's trusted infrastructure
consulting firm, delivering professional services throughout
the project lifecycle — from planning, design and engineering
to program and construction management. On projects
spanning transportation, buildings, water, new energy and
the environment, our public- and private-sector clients
trust us to solve their most complex challenges. Our teams
are driven by a common purpose to deliver a better world
through our unrivaled technical expertise and innovation, a
culture of equity. diversity and inclusion, and a commitment
to environmental, social and governance priorities. AECOM
is a Fortune 500 firm and its Professional Services business
had revenue of $13.2 billion in fiscal year 2020. See how we
are delivering sustainable legacies for generations to come
ataecom.com and @AECOM.

A=COM HUNT

2450 South Tibbs Ave
Indianapolis, IN 46241
P 317 227 7800

aecomhunt.com
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San Diego Sports Arena - Proposed Housing Summary

Housing Type Unit Count % of Total Units Affordability Level (AMI) !
Affordable Units
Family 1,200 28% 30 - 80% AMI
Senior 300 7% 30 - 80% AMI
Veterans 300 7% < 30 - 60% AMI
Homeless 200 5% <30 - 60% AMI
T
. 3 < 30 - 80% AMI
Total Affordable Units (Per Surplus Land Act) 2,000 47% (Average ~40% AMI)
Total Moderate Units 250 6% 81 - 120% AMI
Total Market-Rate Units 2,000 47%
Total Housing Units 4,250 100%

'60% to 80% AMI affordability provided subject to HCD confirmation that these units qualify as "lower-income" under the Surplus Land Act

*Homeless housing provided includes Transitional Age Youth (TYA) or young adults ages 18-24 who are experiencing homelessness and are unable to
rely on familial support, including LGBTQ youth and their family members, and young San Diegans at risk of becoming homeless.

*Per the Surplus Land Act, "affordable housing” is defined as housing available at affordable housing cost, as defined in Section 50052.5 of the Health and
Safety Code, to lower-income housholds, or affordable rents, as defined in Section 50053 of the Health and Safety Code, to lower-income households
as defined in Section 50079.5 of the Health and Safety Code.

Midway Rising is designed to include 4,250 residential units with a goal of designating 50% of the total units (2,000 units) for extremely low, very low, and
low-income restricted units at less than 30% to 80% area median income. Additionally, our housing plan will provide 250 workforce and “missing middle”
housing for 81-120% AMI. Our project will include allocations for families, seniors, veterans, and supportive homeless housing with an average AMI of
under 45% for the project’s affordable units. Our current plan assumes approximately 200 units restricted to PSH units, which includes individuals
experiencing homelessness and transitional aged youth, and approximately 300 units restricted for veterans. Financing the Permanent Supportive Housing
(“PSH”) and veteran housing will require a portion of those units to be allocated for extremely low-income housing at less than 30% AMI.



Midway Rising

Number of Units:
Average AMI Affordability
% of Total Affordable Units

Acutel Extremely VerylLow Lower Average % of | Moderate
v v Y Total No of . > Average % of
Low Low Income Income ) Affordability Income Total No of .
Units Market Rate ) Affordability
Income Income below 80% Below 80% All Units of Total Mix
0-15% 16-30% 31-50% 51-80% ° AMI 81-120%
300 1,500 200 | 2,000 | 40% 250 2,000 4,250 47%
25% AMI 40% AMI  60% AMI
15% 75% 10% 100%

*See narrative for more information on affordable housing summary




ATTACHMENT G - MIDWAY RISING RFI RESPONSE

MIDWAY

A MIDWAY FOR ALL

MIDWAY NOA

b Request for Information

CHELSEA

July 1, 2022






* Please note that confidential development pro forma and financial information has been redacted
























DEVELOPMENT PROGRAM & PHASING

BLOCK C.1 ~295 UNITS x1

HOTEL

RESIDENTWAL OVER PARKING

BLOCK B.3 ~220 UNITS x1

RESIDENTIAL OVER PARKING

BLOCK B.2 ~250 UNITS x1

RESIDENTIAL OVER PARKING

BLOCK B.1 ~200 UNITS x6

RESIDENTIAL OVER PARKING

RESIDENTIAL OVER PARKING

RESIDENTIAL
HOTEL

RETAIL/ FOOD AND BEVERAGE

ARENA

- CENTRAL URBAN PARK

COMMUNITY PARKS

c2en | (7)) | z2PHYR | ASCOM

HOTEL OVER RETAIL
FOOD AND BEVERAGE KIOSK

BLOCK C.2 ~200 UNITS x1

RESIDENTIAL OVER PARKING

TOTAL UNIT COUNT = 4,250 UNITS BASED ON 760 SF AVERAGE UNIT SIZE

N

= ‘/ARENA

ARENA WITH SURROUNDING RE TAIL

ENTERTAINMENT
PLAZA

STAGE
RETAIL
URBAN PARKS
BEER GARDEN

BLOCK E ~250 UNITS x1

RESIDENTIAL OVER RETAL
SURROUND INGPARKING STRUCTURE
ACTIVATED ROOF PROGRAM

BLOCK D ~400 UNITS x1

RESIDENTIAL OVER RETAL
SURRQUND ING PARKING STRUCTURE
ACTIVATED ROOF PROGRAM

MIDWAOY

RISIC

Phasing Summary

Phase Type Units
Phase 1

Arena

Retail/ Entertainment

Parking Garage E

Moderate Multifamuly E 250

Market Rate Multifamuly D 400

Affordable Multifamily C.1 295

Affordable Multifamily C2 200

Subtotal - Phase 1 1,145
Phase 2

Hotel

Market Rate Multifamuly B1(x2 400

Affordable Multifamily B2 220

Affordable Multifamily B3 200

Subtotal - Phase 2 820
Phase 3

Market Rate Multifamuly Bl (x2) 400

Affordable Multifamily B1(x2) 395

Subtotal - Phase 3 795
Phase 4

Market Rate Multifamuly A 400

Affordable Multifamily A 320

Subtotal - Phase 4 720
Phase 5

Market Rate Multifamuly A 400

Affordable Multifamily A 370

Subtotal - Phase 5 770

Total 4,250


































July 1, 2022

Midway Rising LLC

c/o Chelsea Investment Corporation
6339 Paseo Del Lago

Carlsbad, CA 92011

Re: New San Diego Arena Feasibility Study

Conventions, Sports & Leisure International (“CSL”) is pleased to present this report to Midway Rising LLC (“Midway Rising”) addressing the
feasibility of a new 15,000 to 16,000-seat multi-purpose arena that would replace the aging Pechanga Arena in San Diego, California. The attached
report summarizes our research and analyses and is intended to assist you and other project representatives in making informed decisions
regarding future arena development.

The information contained in this report is based on estimates, assumptions and other information developed from research of the market,
knowledge of the sports and entertainment industries and other factors, including certain information provided by Midway Rising and others. All
information provided was not audited or verified and was assumed to be correct. Because procedures were limited, we express no opinion or
assurances of any kind on the achievability of any projected information contained herein and this report should not be relied upon for that
purpose. Furthermore, there will be differences between projected and actual results, as events and circumstances frequently do not occur as
expected, and those differences may be material. We have no responsibility to update this report for events and circumstances occurring after the
date of this report.

Conventions, Sports & Leisure International
One Cowboys Way, Suite 325 e Frisco, TX 75034 e Telephone 972.491.6900 e Facsimile 972.491.6903



Page 2 of 2

We sincerely appreciate the opportunity to assist you with this project and would be pleased to be of further assistance in the
interpretation and application of the study’s findings.

Very truly yours,

CSL International
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EXECUTIVE SUMMARY

* Given San Diego’s unique location bounded to the west by the Pacific Ocean, to the east by the Cuyamaca and Laguna mountains, to the
south by the United States-Mexico border and to the north by the Los Angeles-Long Beach-Anaheim Core-Based Statistical Area
(“CBSA”), for the vast majority of events, the primary market area for the proposed new San Diego Arena is anticipated to be the San
Diego CBSA.

* The level of population from which to draw upon can impact the ability of the proposed new San Diego Arena to attract events and
draw attendees. The San Diego City CBSA (the arena’s primary market) comprises approximately 3.3 million residents, ranking 17th
largest among 927 metro areas nationwide.

* In general, sports and entertainment events attract patrons of various ages with the core group of attendees clustered between the
ages of 15 to 54. The median age of the San Diego CBSA population is 36.2 years of age, which is younger than that of the nation as a
whole (38.8).

* Household income can be used as a surrogate measure for the ability to purchase tickets, concessions, novelties, parking, and other
items. The median household income with the San Diego CBSA is $84,989, which is 31 percent above the national median income of
$64,730.

» Corporations can support arenas through the purchase of tickets, premium seating, and/or sponsorship opportunities as well as by
hosting events such as tradeshows, job fairs, conferences, training seminars, meetings, etc. The San Diego CBSA has a total corporate
base of companies with at least 10 employees and $2.5 million of sales of approximately 6,344, which is the 16t largest corporate base
in the country.

* A market’s unemployment rate serves as a key indicator of the relative strength of the local economy. The unemployment rate in the
San Diego CBSA is 3.0 percent, which is 0.3 percentage points lower than that of the United States (3.3 percent).

* There are several larger venues in the regional market including Petco Park, North Island Credit Union Amphitheater and the soon-to-
open Snapdragon Stadium that attract major sports and entertainment events in the region. It is anticipated that these venues will
continue to attract these events and that the proposed new San Diego Arena should not seek to replicate the size of these venues.

* The primary market competitor of similar size is the Viejas Arena; however, the proposed new San Diego Arena will have a competitive
advantage given its maximum capacity size (16,500 seats) relative to the Viejas Arena (12,000 seats).




EXECUTIVE SUMMARY

Comparable Arena Benchmarking

Comparable arenas were identified to provide benchmark data from which to assess the potential physical, operating, and financial
characteristics of the proposed new San Diego Arena. Comparable facilities were identified by meeting the following criteria: (a) multi-purpose
venues built within the past 25 years that contain modern facility amenities and revenue-generating capabilities, (b) venues with a hockey
seating capacity greater than 9,500 seats, and (c) venues without a major league tenant (i.e. NBA or NHL). Key findings from the comparable
arena benchmarking analysis include:

* |dentified comparable arenas include BOK Center in Tulsa, Oklahoma; Bon Secours Wellness Arena in Greenville, South Carolina;
Denny Sanford Premier Center in Sioux Falls, San Diego; Intrust Bank Arena in Wichita, Kansas; Jacksonville Veterans Memorial Arena
in Jacksonville, Florida; Pinnacle Bank Arena in Lincoln, Nebraska; Save Mart Center in Fresno, California; Spokane Veterans Memorial
Arena in Spokane, Washington; Sprint Center in Kansas City, Missouri; and Van Andel Arena in Grand Rapids, Michigan.

* The majority of comparable venues are publicly owned by a city, county, or authority.

* The management of eight of the ten comparable venues have been outsourced to a private management company, with the public
sector operating two venues.

* The average venue comprises a total of approximately 409,000 square feet, ranging from a low of 270,000 to a high of 693,000.
Larger venues include dedicated exhibit space, meeting rooms, or dedicate banquet space in addition to the main arena.

* Overall, comparable venues have an ice hockey seating capacity ranging from 9,916 to 17,554 (averaging 13,554 seats) and a
basketball seating capacity ranging from 11,500 to 18,972 (averaging 14,919 seats).

» Comparable venues have an end stage event seating capacity ranging from 10,100 to 17,500 (averaging 13,557 seats) and a center
stage seating capacity ranging from 11,660 to 19,199 (averaging 15,646 seats).

» The cost to construct comparable venues in San Diego in 2025 dollars (mid-point of construction) is between $488 and $1,194 per
square foot, or a median of $710 per square foot. Construction costs per square foot have historically increased between
approximately 2.5 and 3.0 percent annually.




EXECUTIVE SUMMARY

* Annual event activity at comparable venues averaged 135 events, ranging from 100 events at the Denny Sanford Premier Center to
199 events at the BOK Center. Annual attendance at comparable venues averaged 641,355, ranging from 371,280 at Intrust Bank
Arena to approximately 1,000,000 attendees at the Sprint Center.

* Most comparable venues have one or more tenants, including minor league and collegiate sports teams, that provide a stable base of
event activity and attendance each year, accounting, on average, for upwards of 35 percent of venue utilization. While tenant
events constitute about a third of all event utilization, these events are only the sixth highest in terms of profitability. Concerts
typically make up about a sixth of all events but are, by a significant margin, the most profitable events.

» The average venue has 35 suites, 25 loge boxes, and 940 club seats and receives annual premium seating revenue between $1.3
million and $14.1 million, averaging $3.7 million.

* Of the 10 comparable venues benchmarked in this report, seven (7) venues have title naming rights agreements. The naming rights
agreements span 10 to 25 years and have an annual value average of $860,000, ranging from $350,000 to over $1.7 million.

* Most comparable venues analyzed herein operate profitably. Overall the average comparable venue generates approximately $6.7
million in revenue and incurs $5.4 million in expenses, for an average net operating profit of $1.3 million before debt service or
capital reserve funding. It should be noted that there are a variety of factors and nuances effecting each venue’s financial
operations, including the lack of control over parking spaces, naming rights revenues used for construction financing instead of
dedicating towards arena operations, premium seating revenues flowing to tenant(s) rather than the building, differences in facility
size, differences in staffing levels, local market competition, and other such factors.

Promoter Interviews

To determine the market potential and building program requirements of potential events at the proposed new San Diego Arena, select
national, regional, and local event promoters were interviewed representing a broad spectrum of event activity including sporting events,
concerts, family shows, graduations, conventions, consumer shows, athletic, and other private/catered events. Key results from interviews with
groups that may represent event potential in a new San Diego Arena included:




EXECUTIVE SUMMARY

* The proposed new San Diego Arena is envisioned to serve as the home to the San Diego Gulls (AHL), San Diego Seals (NLL, and San
Diego Strike Force (IFL) with paid attendance estimates of 7,250, 7,500, and 2,500, respectively.

* Qutside of tenant events, the event segments that represent the strongest market potential for the proposed new San Diego Arena
include concerts, family shows, high school sports, and other private/catered events.

* The majority of larger concerts drawing more than 16,500 attendees will likely continue to utilize larger facilities in the San Diego
market. The generally higher production and talent expenses associated with these types of high-profile events require a facility that
can achieve desired revenue by effectively balancing seating capacity and market-supportable ticket prices to be profitable for the
promoter and the venue.

* Avenue with a flexible design that can cater to a wide variety of event types will be critical in order to maximize the utilization of the
proposed new San Diego Arena.

RECOMMENDED BUILDING PROGRAM AND COST ESTIMATE

Based on the results of the market analysis, a general building program has been developed that would serve to accommodate the proposed new San
Diego Arena’s assumed tenants and the majority of event activity that is anticipated to be drawn to the venue. The chart on the next page summarizes
the recommended building program elements.










EXECUTIVE SUMMARY

* The proposed new San Diego Arena will open in January 2028 the first full, stabilized year of financial operations;

* The proposed new San Diego Arena will consist of approximately 450,000 square feet and will have a seating capacity of approximately
14,500 for hockey games, 15,000 for end stage events, 16,000 for basketball games, and 16,500 for center stage events;

» The San Diego Gulls (AHL hockey), San Diego Seals (NLL lacrosse) and San Diego Strike Force (IFL football) teams will: serve as the primary
tenants in the proposed new San Diego Arena, receive scheduling priority over other events, and remain competitive within their
respective leagues;

* The proposed new San Diego Arena will be developed as a quality, state-of-the-art venue with the necessary event spaces, amenities,
acoustics, stage configuration, rigging capacities, flexible seating configurations, and back-of-house space to accommodate the needs of

various types of users;

* The proposed new San Diego Arena will be located on publicly-owned land but will be owned and operated by privately Midway Rising LLC,
which may outsource operations to a private-third party arena management company;

» As a result of this ownership/operational structure, the arena will be subject to local possessory interest taxes;

* The proposed new San Diego Arena will be aggressively marketed, providing competitive rental rates and, as necessary, co-promoting or
initiating in-house promotions to maximize the usage of the venue;

* There will be no significant or material changes in the supply or quality of existing venues in the marketplace or new preferred or exclusive
booking arrangements with event promoters at competitive venues;

» The market will generate spending on tickets, concessions, novelties, sponsorships/advertising, and premium seating that is consistent
with comparable venues in the context of San Diego’s market demographics and socioeconomics;

» Sufficient parking will be available to accommodate demand, including up to 2,775 on-site parking spaces with remaining parking needs
assumed to be provided by existing or new parking located within close proximity to the new arena;



























































































3. COMPARABLE ARENA BENCHMARKING

PREMIUM SEATING SUMMARY

Premium seating has become increasingly prevalent in modern arenas and can serve to generate substantial revenue for a venue and its tenants.
The Pechanga Arena currently lacks traditional premium seating products and it is recommended that the proposed new San Diego Arena include
modern premium seating products for its patrons. Typical premium seating products that are offered at comparable venues include:

* Private Suites typically accommodate 12 to 16 guests and include a private lounge area with seating overlooking the event floor.

* Loge Boxes consist of a semi-private seating area that typically accommodates four to eight guests. A loge box does not include a
private lounge area, but loge box holders often have access to a shared VIP area.

* Club Seats consist of individual seats that are typically wider, padded, and provide more leg room as compared to general seating
areas. Club seat holders typically have access to an upscale lounge located near their seats.

The table on the PREMIUM SEATING SUMMARY

right summarizes Comparable Facilities

the premium

seating inventory | Suites | | Loge Boxes | | Club Seats | Total

at comparable - Inventory Annyal Inventory Anm_JaI Inventory AnnEJaI Annual

venues. Facility Total Sold % Sold Price Total Sold % Sold Price Total Sold % Sold Price Revenue
T-Mobile Center 72 64 89% $120,000 — - - -- 1700 1,700 100% $3,800 | $14,140,000
Save Mart Center 40 40 100% $58,000 - - -- -~ 1196 1196 100% $1625 | $4,264000
BOK Center 37 37 100% $73,000 20 20 100% $17,500 680 680 100% $1,500 $4,071,000
Pinnacle Bank Arena 36 36 100%  $59,000 20 20 100% $24,000 900 900 100% $750 $3,279,000
WStar Veterans Memorial Arena 36 35 9% $70,000 - - -- -~ 1164 757 65% $450 $2,760,000
Van Andel Arena 4 43 9% $36,000 — - - 1800 1440 80%  $700 | $2556,000
Intrust Bank Arena 20 19 95% $50,000 40 40 100% $8000 487 453  93% $1228 | $1,826,000
Denny Sanford Premier Center 2 22 100%  $39,500 18 18  100% $18,500 505 505 100% $850 $1,631,000
Bon Secours Wellness Arena 30 24  80% $50,000 - - -- -- 800 264 33% $500 $1,332,000
Spokane Veterans Memorial Arena 17 16 9% $45125 - - -- -- 146 146  100% $3,750 $1,270,000
[AVERAGE 35 34 95% $60,100 25 25 100% $17,000 938 804  87% $1,500 | $3,713,000
Source: Facility representatives.




3. COMPARABLE ARENA BENCHMARKING

Overall, the average venue has 35 suites, 25 loge boxes, and 940 club seats and receives annual premium seating revenue between $1.3 million

and $14.1 million, averaging $3.7 million.

Recent premium seating product trends indicate an increase in the variety of premium products (i.e. theater boxes, ledge tables, etc.), so
considerations should also be given to adding flexible premium spaces such as ledge tables, theater boxes, and 4-Topps tables.

NAMING RIGHTS

The sale of corporate naming rights for arenas is an important source of revenue that can be used to support annual facility operations and/or
fund a portion of the construction costs. The exhibit below summarizes naming rights agreements among the comparable facilities.

NAMINGRIGHTS AGREEMENTS
Comparable Facilities

Total Term Initial Average
Facility City Amount (Years) Year Annual Fee
Save Mart Center Fresno, CA $40,000,000 23 2000 @ $1,739,130
T-Mobile Center Kansas City, MO $42,500,000 25 2005 $1,700,000
Denny Sanford Premier Center Sioux Falls, SD $18,750,000 25 2014 $750,000
\WStar Veterans Memorial Arena  Jacksonville, FL $9,760,000 15 2019 $650,667
BOK Center Tulsa, OK $11,000,000 20 2008 $550,000
Pinnacle Bank Arena Lincoln, NE $11,250,000 25 2013 $450,000
Bon Secours Wellness Arena Greenville, SC $4,500,000 10 2013 $450,000
Intrust Bank Arena Wichita, KS $8,750,000 25 2010 $350,000
[AVERAGE $18,313,750 21 2010 $830,000 |

Of the 10 compars
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3. COMPARABLE ARENA BENCHMARKING

FINANCIAL OPERATIONS

The historical financial operations of comparable venues provides a framework from which to evaluate the potential financial operations of the
proposed new San Diego Arena. The table below summarizes the financial operations of comparable venues.

FINANCIAL OPERATIONS

Comparable Facilities

Operating Operating Operating  Operating

Facility Revenues Expenses Profit (Loss) Margin
BOK Center $114M $84M $3.0M 26.3%
VanAndelArena  $7AM = $45M = $26M  366%
Bons Secour Wellness Arena $55M $3.3M $22M 40.0%
Denny Sanford Premier Center $52M $3.0M $22M 42.3%
Spokane Veterans Memorial Arena $6.6 M $5.1M $1.5M 2.7%
Intrust Bank Arena ‘ ‘ __$55M $48M _$07M 12.7%
Star Vetorans Nemerial Arena T I0B M T SGBM TS0 EMT 49
Pinnacle Bank Arena $5.3M $5.1M $0.2M 3.8%
Save Mart Center $36M $4.6M $(1.0)M (27.8%)
[AVERAGE $6.7 M $5.4 M $1.3 M 17.9% |

Source: Facility Management

As depicted, most comparable venues analyzed herein operate profitably. Overall the average comparable venue generates approximately $6.7
million in revenue and incurs $5.4 million in expenses, for an average net operating profit of $1.3 million before debt service or capital reserve

funding.

It should be noted that there are a variety of factors and nuances effecting each venue’s financial operations. Such nuances could include the
lack of control over parking spaces, naming rights revenues used for construction financing instead of dedicating towards arena operations,
premium seating revenues that flow to tenant(s) rather than the building, differences in facility size or square footage, differences in staffing
levels or services provided by other municipal departments, local market competition, and other such factors.







3. COMPARABLE ARENA BENCHMARKING

Key elements of the building program chart on the previous page include:
* The majority of comparable venues are publicly owned by a city, county, or authority.

* The management of eight of the ten comparable venues have been outsourced to a private management company, with the public sector
operating two venues.

* Seven of the ten comparable venues have minor league sports tenants, including some with multiple tenants, as is proposed for the San
Diego Arena.

* The majority of comparable venues have an in-the-round or mixed bowl configuration while the Denny Sanford Premier Center and Van
Andel Arena each have a u-shape bowl configuration.

* The average venue comprises a total of approximately 409,000 square feet, ranging from a low of 270,000 to a high of 693,000. Larger
venues include dedicated exhibit space, meeting rooms, or dedicate banquet space in addition to the main arena.

* The average size of the arena floor at comparable venues is approximately 24,000 square feet, ranging from a low of 17,000 square feet to
a high of 32,000 square feet. The venues with larger event floor square footage are accomplished through retractable or removable seating
systems that expose more event floor than a typical hockey or basketball seating configuration.

* Bon Secours Wellness Arena and the Denny Sanford Premier Center are the only comparable venues with dedicated exhibit space within
the arena. Three of the comparable arenas have additional convention center or exhibit buildings located on site to accommodate
conventions and tradeshows.




3. COMPARABLE ARENA BENCHMARKING

SUMMARY

Analyzing comparable venues provides key benchmark data from which to evaluate the potential physical, operational and financial parameters of a
proposed arena.

The following is a summary of the key characteristics of the comparable arenas analyzed herein:

* Comparable arenas analyzed herein cost an average of $720 per square foot to develop (adjusted to San Diego market for 2025 arena
opening).

» Comparable venues have an average hockey capacity of approximately 13,640 and an average center stage event capacity of approximately
15,873.

* These venues host, on average, 135 events annually with an average annual attendance of approximately 641,000.
» Comparable venues generate $3.7 million in annual premium seating revenue on average.
» The naming rights agreement for comparable venues have an average annual value of $860,000 spanning 10 to 25 years in length.

» Overall, comparable venues generated an average operating profit of $1.3 million before debt service or capital reserve funding.

The historical operations of comparable venues are considered together with local market conditions and event organizer interviews in order to draw
conclusions regarding the market potential for the proposed new San Diego Arena.







4. BUILDING PROGRAM ANALYSIS

The proposed new San Diego Arena is envisioned to be designed as a flexible, multi-purpose venue capable of hosting a wide range of event activities
to maximize utilization. The purpose of this section is to evaluate the physical characteristics and amenities that are recommended to be included as
part of the proposed new San Diego Arena.

To make recommendations regarding the potential building program for the proposed new San Diego Arena, an analysis was conducted of capacity
trends for the San Diego Gulls and Seals franchises, national touring concerts, and concerts historically held at the Pechanga Arena. In addition, the
premium seat inventories were analyzed to determine the market potential for premium seating at the proposed new San Diego Arena.

The remainder of this section provides an assessment of potential building program elements for the proposed new San Diego Arena according to the
following categories:

* Seating Capacity;

* Premium Seating;

* Parking;

* Other Building Considerations;

* Building Program Recommendations; and,

* Estimated Project Costs.

SEATING CAPACITY

The seating capacity of an arena plays a critical role in its success. A facility must be “right-sized” for its market when considering the size of the
market, the degree of competition, and the types of events the facility could attract. A seating capacity that is too small may limit a facility’s ability to
maximize its market and revenue generating potential. However, a venue with excess capacity will be more expensive to construct and operate and
may have an adverse impact on demand scarcity, sightlines, acoustics, and overall patron experience.





































4. BUILDING PROGRAM ANALYSIS

The required parking spaces can be provided in a combination of on-site spaces directly controlled by arena management and existing or new
parking within a reasonable walking distance (5 to 10 minutes) of the arena. Dispersing parking throughout the immediate area would serve to
encourage patronage of area businesses within any master planned entertainment district by arena attendees in connection with attendance at
the San Diego Arena.

For purposes of this study, it is assumed that 2,775 parking spaces will be controlled by arena management on event days. It is assumed that
premium seat patrons and arena employees will be given approximately 725 parking spots, which leaves 2,050 general admission parking spaces
available for sale for arena events that are under the control of the arena operator.

OTHER BUILDING CONSIDERATIONS

In addition to seating capacity, premium seating, and parking requirements, the following additional building program elements are

recommended:
. Build sufficient load-in and load-out infrastructure to ensure efficient move-in and move-out and reduce costs incurred by touring
shows.
. Ensure sufficient rigging capacity (150k+ Ibs.) as shows are trending towards hanging more equipment (sound, lights, etc.).
. Provide state-of-the-art back of house space for artists and event personnel to ensure good venue experience.
. Provide flexible breakout meeting space to support various event functions.

. Provide ample restrooms with a minimum of one (1) water closet per 50 seats and (1) urinal per 100 seats.













5. ESTIMATED UTILIZATION

The proposed new San Diego Arena is envisioned to be designed as a flexible, multi-purpose venue capable of hosting a wide range of event activities
to maximize utilization. To estimate potential utilization of the proposed new San Diego Arena, interviews were conducted with event organizers
representing a wide variety of events and activities to solicit feedback on current venues used to accommodate events, to determine interest in using
the proposed new San Diego Arena, and to understand specific building program elements that would be necessary to effectively accommodate these
events.

The remainder of this section provides an overview of the event potential for the proposed new San Diego Arena according to the following event
categories:

* Tenant Events;

* Concerts;

* Family Shows;

* Ice Shows;

* High School Sports;

* Motorsports, Wrestling, and Rodeo/Bull Riding;
» Other Sports;

* Graduations;

* Consumer/Trade Shows & Conventions; and,

* Private Catered Events.

TENANT EVENTS

The proposed new San Diego Arena is envisioned to serve as the home to the San Diego Gulls (AHL), San Diego Seals (NLL) and the San Diego Strike
Force (IFL). A description of each potential tenant follows:

San Diego Gulls

The San Diego Gulls of the American Hockey league currently play approximately 38 home games per season at the

Pechanga Arena, drawing approximately 7,000 paid attendees per game. Based on a review of historical Gulls

attendance and the potential impact of moving to a new arena, average paid attendance in a stabilized year of operations for the
Gulls is estimated to be approximately 7,250 in the proposed new San Diego Arena.
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San Diego Seals

The San Diego Seals of National Lacrosse League will begin play at the Pechanga Arena in the Fall of 2018. Based on a review of NLL
league attendance trends, the Seals are estimated to play nine home games and average paid attendance in a stabilized year of
operations for the Seals of approximately 7,500 in the proposed new San Diego Arena.

San Diego Strike Force

The San Diego Strike Force of the Indoor Football League, currently play approximately 8 home games per season at the Pechanga
Arena, drawing approximately 2,500 paid attendees per game. Based on a review of historical Sockers attendance, average paid
attendance in a stabilized year of operations for the Sockers is estimated to stay constant at 2,500 in the proposed new San Diego
Arena.

CONCERTS

Select concert promoters were contacted in order to gauge the market potential for hosting concerts at the proposed new San Diego Arena. In general,
concert and live entertainment promoters consider the following factors when choosing where to route concert acts: ability to sell tickets, ability to sell
alcohol, backstage space/amenities, capable local event staff, event floor size, financial deal with venue, market size and demographics, parking
availability, show power capabilities, stage requirements, rigging capacity, venue seating capacity, and venue ticketing system, among other factors.

Overall, concert promoters were bullish on the San Diego market for concerts given the market’s ideal location with traditional routing patterns along
the West Coast. In terms of competition, concert promoters noted that the proposed new San Diego Arena’s concert capacity range of 15,000 to
16,500, depending on configuration, is well-positioned to fill a mid-sized to large-size arena niche between the smaller 9,000-seat Viejas Arena and the
larger 20,500-seat North Island Credit Union Amphitheatre.
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Promoters also commented that a downtown venue location would be more ideal but that the current proposed location would still be adequate,
especially if ancillary development occurs around the arena site, which would provide an improved patron experience and drive ticket sales and
attendance for promoters and the arena. Based on discussions with concert promoters, it is estimated that the proposed new San Diego Arena could
attract 40 concerts per year with an average paid attendance of 9,000 per concert. It will be important, if not critical, for arena management to partner
with a major promoter to compete effectively in the concert venue environment and guarantee a steady calendar of high-end concerts.

FAMILY SHOWS

Family shows cater to spectators of all ages and include events such as the Harlem Globetrotters, Marvel Universe Live, and Disney on Ice (i.e. Frozen,
Princesses and Heroes), among others. These events are usually held over consecutive days, averaging two to six performances per stop. Family show
touring seasons often run between October and May and, depending on the market and facility capacity/availability, generally draw a few thousand
spectators per performance. In order to understand the market potential for attracting family shows to the proposed new San Diego Arena, several
leading family show promoters were contacted.

Based on discussions with these promoters, the typical drawing power for family show events is within 30 to 50 miles of the venue. Key family show
facility needs include rigging capabilities that allow for the cast to “fly-in” stage props and a large event floor (minimum 85’ x 200’) to accommodate
stages, floor seating and in some cases, circus rings. Most family show events require a minimum of 3,000 seats but usually prefer more and look for
markets with at least 100,000 or more residents. Markets with younger median ages and appropriate venues tend to host a more robust family show
schedule than older markets with less favorable demographics or host venues.

Based on discussions with event promoters representing a broad spectrum of family shows and the historical number of family shows booked in
comparable arenas in similar markets, the proposed new San Diego Arena is estimated to attract 17 family show performances annually with an

average attendance of 3,500 patrons per performance.

ICE SHOWS

In addition to the family shows, many arenas around the country also host ice shows such as Stars on Ice. In general, these shows require arenas with
an ice-making ability and spotlights that hit the ice, both items that would be commonly found in arenas housing hockey teams. Ice show promoters
indicated that a 12,000-seat arena is an acceptable size for the performance. Promoters also indicated that ice shows, in recent years, had largely
abandoned the San Diego market due to the lack of a quality arena, so the construction of the proposed new San Diego Arena would improve the
ability of the market to host ice shows in the future. Based on these discussions, the proposed new San Diego Arena is expected to attract one ice
show each year with an average attendance of 3,000.
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MOTORSPORTS, WRESTLING, AND RODEO/BULL RIDING

Other spectator sports typically hosted at arenas include touring events such as professional wrestling, rodeos, bull riding, monster truck shows, and
motocross races that typically draw from 30 to 50 miles away. While events such as wrestling are generally one-time performances, other events such
as rodeos and motocross events have the potential to conduct ticketed performances over several days at each tour stop. These types of events often
find success in niche markets and other events may have the ability to draw non-local patrons and therefore may not have the same population or
demographic requirements of certain other events. If a rodeo or motorsports event finds success in a market one year they are more likely to return
the following year and potentially include additional event days.

Event promoters contacted for this study indicated that there may be moderate-to-strong demand for motorsports, rodeo, and wrestling events at the
proposed new San Diego Arena. Given the physical constraints of other local/regional facilities, a mid-to-large scale arena with attractive dates and
financial terms could host several of these events. It should be noted that certain events have specific building program needs. For example, rodeo
events often use a large portion of the event floor to set up temporary holding pens for the livestock. Motor sports events require significant floor
space in order to build a race course while leaving room for marshaling areas for motorcycles, monster trucks, or other equipment. Motor sports
events typically block off several rows of seats near the event floor for safety purposes. Additionally, the building must provide adequate ventilation
and ceiling heights to accommodate motorsports events.

Based on discussions with event promoters and historical event activity at comparable venues in similar markets, it is estimated that the proposed new
San Diego Arena could host one motorsport event with an average paid attendance of 4,000, one boxing event with an attendance of 8,000, three
wrestling events with an attendance of 4,000, and one rodeo event with an average attendance of 3,000.
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HIGH SCHOOL SPORTS

High school athletics could represent a source of utilization for the proposed new San Diego Arena. A new venue with a larger seating capacity than
existing local high school gymnasiums could allow for pre-season tournaments, key rivalry games and high school post-season play for sports such as
basketball, volleyball, wrestling, gymnastics, cheer, and other indoor sports.

Based on discussions with the California Interscholastic Federation (CIF), the governing body for California high school sports, there is an opportunity
for the proposed new San Diego Arena to host a number high school athletic events. CIF representatives indicated a desire to possibly relocate their
basketball, wrestling, and cheerleading San Diego regional championships to the proposed arena. Currently, these events are held at regional arenas
(i.e. Viejas Arena, Jenny Craig Pavilion, etc.) and at high school facilities. Representatives noted that the proposed capacity would be sufficient for
these purposes, citing rental cost as the only major impediment, noting that, ideally, costs would not reach higher than $10,000 per day plus expenses.
Other considerations include courtside seating and the construction of four or more locker rooms.

In addition to the regional championships, CIF representatives indicated that there is also a possibility for the proposed new San Diego Arena to host
the state-wide basketball championships, which are awarded, by bid, to facilities around the state every two to three years. Viejas Arena has recently
placed an unsuccessful bid for this event, but the possibility of the proposed arena co-hosting the championships with Viejas Arena remains distinctly
possible.

Moreover, CIF representatives also expressed interest in hosting regular season basketball events at the proposed arena in the form of high school
classics and in-season tournaments.

Based on these discussions, it is estimated that the proposed new San Diego Arena could host five multi-day high school athletic events events each
year with an average attendance of 1,500.
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OTHER SPORTS

It is envisioned that the proposed new San Diego Arena, given its size, could also host a number of other sporting events, including NCAA events and
tournaments. The Division | Men’s Basketball Tournament, for instance, was studied due to its historical attendance and growing popularity. The
NCAA selects neutral site arenas annually to host the first and second rounds, regionals (“Sweet Sixteen” and “Elite Eight”) and the finals (“Final Four”).
The finals have customarily been played in domed stadiums with a seating capacity exceeding 60,000.

NCAA representatives indicated the site selection committee looks for venues that have at least 10,000 sellable seats, which has been reduced from
the previous 12,000 sellable seats requirement. The student-athlete experience takes precedent over all other variables. The host city’s airport, hotels
and hosting arena are all factored into determining which cities eventually become host sites. In addition to the student-athlete experience, the patron
experience is taken into account. This includes, but is not limited to: concessions, restrooms, arena amenities, premium seating, and amenities in the
surrounding area. Since advertising is limited to the NCAA’s partners, advertising and corporate sponsorship opportunities are not important when it
comes to being a host site.

Other potential sporting events that the proposed new San Diego Arena could host include e-sports competitions, indoor soccer and football games,
volleyball tournaments, indoor tennis tournaments, and other such events.

Based on discussions with other sports representatives and the historical event activity hosted at comparable venues in similar markets, it is estimated
that the proposed new San Diego Arena could host two other sporting event days that draw an average of 4,000 per event.

GRADUATIONS

College and high school graduations often represent a reliable source of event activity for comparable arenas. In the San Diego market, high schools in
the San Diego Unified School District current utilize multiple sports and entertainment venues around the city for commencements, including the Viejas
Arena. Discussions with public school district officials indicated an interest in relocating some of these graduations to the proposed new San Diego
Arena. ltis estimated that the proposed new San Diego Arena could host multiple graduations each year.
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CONSUMER/TRADE SHOWS & CONVENTIONS

Exhibit-based consumer shows are typically open to the general public and generally draw from the local, and sometimes regional, area. These events
tend to charge a nominal fee for entry and typically include events such as home and garden shows, boat shows, auto shows, gun shows, antique
shows, career fairs, and other such events.

Trade shows are traditionally held by professional associations or corporations. Some of these groups tend to hold annual events that rotate among
various destinations within a particular region, similar to conventions while others are fixed in specific cities each year.

Conventions and conferences can span several days and are traditionally held by professional associations, non-local corporations and local area
companies. Many of these groups tend to hold annual events that rotate among various destinations within a particular region. In addition, certain
large corporations hold annual conventions. Both conventions and conferences can require any combination of flat floor space for exhibits, fixed
seating for plenary sessions, ballrooms, and breakout meeting rooms with catered food service. The attendees for these types of events are
predominantly non-local and require overnight accommodations in most cases.

Based on discussions with show organizers and the historical event activity at comparable arenas, it is estimated that the proposed new San Diego
Arena could host multiple consumer/trade show and convention days per year, drawing an average attendance of 2,000 per day.

PRIVATE CATERED EVENTS

Other sources of community and civic utilization could include a wide variety of events such as holiday parties, wedding receptions, high school proms,
religious gatherings, school district meetings, speaker forums, and various miscellaneous events. The arena floor space, concourses, or hospitality
lounge areas of the proposed new San Diego Arena could be used to accommodate these events. It is estimated that the proposed new San Diego
Arena could host 25 private catered events annually, drawing an average of 250 people per event.













6. FINANCIAL OPERATIONS PROJECTIONS

The purpose of this section is to present an overall financial pro forma depicting the potential operating revenues and expenses anticipated to be
associated with the proposed new San Diego Arena.

The estimated financial operating results are based on the results of the market analysis, industry trends, knowledge of the greater San Diego area, and
historical financial operating results from comparable facilities. This analysis is designed to assist project stakeholders in estimating the financial
operating attributes of the proposed new San Diego Arena and cannot be considered to be a presentation of expected future results. Accordingly, this
analysis may not be useful for any other purpose. The assumptions disclosed herein are not all inclusive but are those deemed to be significant; as
such, differences between estimated and actual results may be material.

Key assumptions used to estimate the potential financial operations of the proposed new San Diego Arena include, but are not limited to, the following:
* The proposed new San Diego Arena will open in 2028 representing the first full-year of financial operations;

* The proposed new San Diego Arena will consist of approximately 450,000 square feet and will have a seating capacity of approximately
14,500 for hockey games, 15,000 for end stage events, 16,000 for basketball games and 16,500 for center stage events;

* The San Diego Gulls (AHL hockey), San Diego Seals (NLL lacrosse) and San Diego Strike Force (IFL football) teams will: serve as the primary

tenants in the proposed new San Diego Arena, receive scheduling priority over other events, and remain competitive within their respective
leagues;

* The proposed new San Diego Arena will be developed as a quality, state-of-the-art venue with the necessary event spaces, amenities,
acoustics, stage configuration, rigging capacities, flexible seating configurations, and back-of-house space to accommodate the needs of
various types of users;

* The proposed new San Diego Arena will be located on publicly-owned land but will be owned and operated by privately Midway Rising LLC,
which may outsource operations to a private-third party arena management company;

» As a result of this ownership/operational structure, the arena will be subject to local possessory interest taxes;
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* The proposed new San Diego Arena will be aggressively marketed, providing competitive rental rates and, as necessary, co-promoting or
initiating in-house promotions to maximize the usage of the venue;

» There will be no significant or material changes in the supply or quality of existing venues in the marketplace or new preferred or exclusive
booking arrangements with event promoters at competitive venues;

» The market will generate spending on tickets, concessions, novelties, sponsorships/advertising, and premium seating that is consistent with
comparable venues in the context of San Diego’s market demographics and socioeconomics;

« Sufficient parking will be available to accommodate demand, including up to 2,775 on-site parking spaces with remaining parking needs
assumed to be provided by existing or new parking located within close proximity to the new arena;

* The proposed new San Diego Arena site will be conducive to providing a pleasant fan experience (e.g. efficient traffic ingress/egress,
convenient and affordable parking, etc.);

* There will be no significant or material changes to current trends in the live entertainment industry;

* Unknown future economic conditions will not adversely affect the market and its response to arena events (e.g. visitation levels, population
levels, employment levels, etc.); and,

* Financial operating projections are presented in for the first five years of arena operations from 2028 to 2032.

This presentation of estimated operating results includes the following components:

* Estimated Operating Revenues;
* Estimated Operating Expenses; and,
* Summary Financial Pro Forma.

The detailed financial assumptions outlined herein are presented in 2028 dollars and represent the anticipated first full, stabilized year of operations
for the new San Diego Arena.
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ESTIMATED OPERATING REVENUES

Revenue anticipated to be generated by the proposed new San Diego Arena includes rental income, service income (loss), premium seating,
concessions, catering, parking, merchandise, facility fees, convenience charge rebates, box office fees, advertising/sponsorship, and other revenue. A
brief description of each revenue source is provided over the following pages.

Rental Income

Rental income is typically based on a daily rental fee or, in some cases, a percentage of gross ticket sales. Rental rates will likely vary depending
on the type of event (i.e. commercial, not-for-profit, educational, community events, etc.) and the portion of the facility used (i.e. full-house,
half-house, etc.).

The number of non-tenant events, rental rates, paid attendance, and ticket prices assumed in this study are based on an analysis of events,
ticket prices, attendance and rental rates at comparable venues, local competitive facilities, discussions with promoters and industry trends.
Rental rates for events is estimated to range from $1,000 for private catered events to $75,000 for large concerts in 2028. While certain
events will be charged a flat rental fee, some ticketed touring events may be charged the greater of a flat rent or approximately eight to 10
percent of ticket sales.
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Concessions

Concessions revenue consists of food and beverage sales during events hosted at the proposed new San Diego Arena. Gross food and beverage
sales are estimated based on projected general admission turnstile (or actual) attendance and per capita concession revenue assumptions by
event type.

Per capita concession spending assumptions were based on an analysis of per capita spending at comparable facilities, discussions with national
concessionaires and industry standards. For spectator events, gross per capita concessions spending is assumed to range from $4.00 for high
school basketball games to $20.00 for large concerts. It is assumed that food and beverage service would be outsourced to an experienced
arena food service provider and that commissions paid to the proposed new San Diego Arena would be approximately 35 percent of gross food
and beverage sales.
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Parking

It is assumed that 2,775 parking spaces would be provided on-site and under the direct control of Arena ownership. The remaining needed
parking spaces are assumed to be provided at off-site parking lots and/or garages within a reasonable walking distance of the arena. On-site
parking inventory is anticipated to be sold at an average price of $10 to $25 per car, depending on the event. An assumption of 3.5 people per
car was assumed to estimate total parking demand capped by the number of parking spaces available for sale by the Arena. It is estimated that
the proposed new San Diego Arena’s net share of parking revenue would be 50 percent of gross parking revenue to account for 15% for labor,
supplies and other costs incurred to operate the parking lot and 35% for revenue share with the Master Developer who developed the parking
garages.
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Advertising and Sponsorships

Advertising and sponsorship revenues are derived from the sale of signage related to scoreboards, scorer’s table, concourse, interior and
exterior fascia, courtside (dorna signage), dasher boards, vomitories, outdoor marquee displays, and promotions. Ultimately, the rates the
proposed new San Diego Arena is able to charge for advertising will rely on factors such as the total estimated number of events and total
attendance at the facility, the number of televised events at the arena and the number of tie-ins, such as program advertising and public-
address announcements, that are included with advertising packages.

It is assumed the proposed new San Diego Arena would generate advertising and sponsorship revenues from facility naming rights, fixed
signage in the arena including outdoor marquee displays, concourse signage, vomitories, scoreboard, fascia, and non-tenant event promotions.
Additionally, the proposed new San Diego Arena is assumed to retain sponsorship revenues from pouring rights (liquor, beer, soda, etc.) and
other sponsorships serving as the official provider of the proposed new San Diego Arena. Further, it is anticipated that sponsorship agreements
will extend beyond the arena and include assets within the entertainment district to drive additional revenues.
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ESTIMATED OPERATING EXPENSES

Expenses generated by the operations of an arena typically consist of salaries and wages, utilities, operational costs, general and administrative
expenses, repairs and maintenance costs, insurance, and other such expenses. In California, publicly-owned arena operations also generate possessory
interest tax expenses. A brief description of each major source of expense is provided over the following pages.

Salaries, Wages, and Benefits

Salaries, wages, and benefits include expenses for full- and part-time personnel (excluding event personnel costs passed through to the event
promoter or organizer). Based on staffing levels at comparable facilities, it is estimated that approximately 45 dedicated, full-time staff
members would be required to operate the arena.

Full- and part-time positions required to operate the arena are anticipated to include staff members in functional areas such as executive,
finance, sales and marketing, box office, event management, building operations, and food and beverage. Salary assumptions are based on
industry standards for each specific full-time position. Benefit costs, which are in addition to salaries, are assumed to be 33 percent of salaries
and wages.

Other personnel required to operate the venue are assumed to be derived from part-time employment and outsourcing to contractors or other
service providers. It is assumed that functions such as catering, security, parking, landscaping, and other such services would be outsourced
and, therefore, not require full- or part-time staffing as a direct salaries, wages and benefits expense of the arena.

Further, part-time event day employees such as ticket takers, ushers, concession workers, security, EMT, and others are accounted for
separately in the financial projections under the service income (loss) calculation.
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Materials & Supplies
Arena materials and supplies costs, based on expenses incurred at comparable arenas and adjusted to the San Diego marketplace, |JJjj
Insurance

Insurance expenses represent the premiums paid for various insurance policies including but not limited to property, liability, casualty, auto,

and business interruption insurance policies. |

Possessory Interest Taxes

In California, a taxable possessory interest is the interest held by a private entity in a publicly-owned property. As the proposed new San Diego
Arena is assumed to be owned by a private enterprise, the facility will be subject to possessory interest taxes. Per the Office of Property Tax
Services of San Diego County, a 1.17 percent possessory interest tax rate will be levied against the taxable value of the arena (estimated to be
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SITEWORK 1,205,861 SF $
SUBTOTAL 936,255 GBSF $
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Midway Rising
Zephyr

San Diego, CA
4/25/22
Qualifications

Midway Rising - Qualifications

General Qualifications & Assumptions

1-

2-

3-

This estimate is based on the following documents:

1.00
2.00

Existing Arena Rehab - Program Summary
Midway_-_pacific_highway_community_plan_sept_2018_0

General Clarifications

The

1.00
2.00
3.00

4.00
5.00
6.00

7.00

8.00
9.00

The general conditions and general requirement costs are included.
A Construction Contingency of 3% has been included as part of the indirect costs.
A Project Development Contingency of 7% has been included as part of the indirect costs.

Budget is based on current market pricing (April 2022).
Prevailing wages are included.
One rectangular long span concrete parking structure is included with a total of 1,550 stalls.

One L-shaped long span concrete parking structure is included with a total of 1,266 stalls.

Sports Arena Boulevard and Kurtz Street scope of work per community plan.
Drive entrances from surrounding streets.

following items are excluded:

1.00
2.00
3.00
4.00

5.00
6.00
7.00
8.00
9.00
10.00
11.00
12.00
13.00
14.00
15.00
16.00
17.00
18.00
19.00

Builders Risk Insurance and any related policy and deductible costs.

General Contractor Performance and Payment Bond premiums / cost.

All utility company fees and/or assessments.

All utility company consumptions including water and electric construction consumption cost.

The cost of permits and plan check fees.
Testing and inspection costs.
Architectural / Engineering Design Services and Fees.
FF&E and site furnishing.
Export of contaminated soils.
Owner furnished, contractor installed (OFCI) items.
Building Construction.
All on structure sitework.
The following scope from the community plan is excluded:
Dutch Flats Urban Village
Kemper Neighborhood Village
Rosecrans District
Camino Del Rio District
Channel District
Cauby District
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20.00
21.00
22.00
23.00

Kurtz District

Lytton District

Hancock Transit Corridor
Kettner District

Budget Assumptions for Site

G10 - Site Preparation

1.00

2.00
3.00
4.00

Building demolition within project boundaries is included, except for existing sports arena.

Clear and grub of asphalt paving, site concrete, and landscape are included.
Erosion control is included.
12" overexcavation and recompaction is included.

G20 - Sitework

1.00

2.00
3.00
4.00
5.00
6.00
7.00

8.00
9.00
10.00
11.00
12.00
13.00

14.00

15.00
16.00
17.00
18.00
19.00
20.00
21.00
22.00
23.00
24.00
25.00
26.00

27.00

On Site Urban Path and Linear Park - Sports Arena Blvd. Per Community Report

New hardscape and landscape is included along Sports Arena Blvd. from the intersection of
Hancock St. and Sports Arena Blvd. to the intersection of East Dr. and Sports Arena Blvd.

New sidewalk and park pathway is on average 20 feet wide.

Demolition of existing sidewalk and landscaping is included.

Sawcut of existing curbs is included.

Fine grading for new concrete sidewalks is included.

Concrete sidewalks are included as natural grey concrete.

Landscape and irrigation is included at park pathways. Landscaping includes small shrubs.

36" box trees are included at 30 feet spacing along Sports Arena Blvd.

Concrete curb and gutters are included.

Pathway lighting is included at park pathway.

Demolition of 20ea existing street lights is included.

Furnish and installation of 20ea new street lights is included.

Striping for new class 1 bike path is included.

On Site Connector Sidewalks - Kurtz St. Per Community Report

New hardscape and landscape is included along Kurtz St. from the intersection of Hancock St.

and Kurtz St. to the intersection of Greenwood St. and Kurtz St.
New sidewalk and landscape is on average 7 feet wide.

Demolition of existing sidewalk and landscaping is included.

Sawcut of existing curbs is included.

Fine grading for new concrete sidewalks is included.

Concrete sidewalks are included as natural grey concrete.

Landscape and irrigation is included. Landscaping includes small shrubs.
36" box trees are included at 30 feet spacing along Kurtz St.

Concrete curb and gutters are included.

Pathway lighting is included.

Demolition of 2ea existing street lights is included.

Furnish and installation of 2ea new street lights is included.

Existing street lights at power lines are to remain.

Internal Streets

We have included internal streets at the following locations: 2ea streets along Hancock St.,
4ea streets alona Sports Arena Blvd.. and 2ea streets alona Kurtz St.
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28.00 Each internal street has the following included: 6' wide sidewalks, 4' wide landscape areas,

18" curb and autters. and two way streets with asphalt pavina.
29.00 We have included a median at one internal street along Sports Arena Blvd with additional 18"

curb and autters and additional 6.5' wide landscape area.
30.00 Fine grading for site concrete and asphalt paving is included.

31.00 Landscape and irrigation is included. Landscaping includes small shrubs.
32.00 36" box trees are included at 30 feet spacing.
33.00 New lane striping is included.
34.00 Street lights every 100 feet are included.
35.00 New ADA ramps are included.
On Site Sitework
36.00 We have assumed 40% of the area will be concrete paving on grade.
37.00 We have assumed 60% of the area will be landscaping on grade.

38.00 We have included a miscellaneous metals allowance for site railings, fences, bollards, and

small shade trellises.
39.00 We have included an allowance for water features and pools.

40.00 We have included an allowance for site drainage.
41.00 We have included an allowance for site lighting.
G30 - Site Mechanical Utilities

1.00 Utility distribution from the city street point of connections is included.

2.00 On site domestic water main lines with laterals to each building are included

3.00 On site fire water main lines with laterals to each building are included

4.00 On site fire hydrants are included every 300 feet along fire water main lines and laterals.

5.00 On site storm water and sewer main lines and laterals are included for internal retail and
office buildinas.

6.00 On site gas main lines with laterals to each building are included

7.00 Off site traffic control is included.

8.00 Demolition, sawcut, and patchback of the existing AC paving at wet utilities is included.

G40 - Site Electrical Utilities

1.00 An allowance of $50,000 for main Transformer and substation structure is included.

2.00 The main transformer and substation is assumed to be by SDG&E.

3.00 Power distribution lines from the SDG&E main is included. Power distribution is included at
25KV.

4.00 25ea 25KV to 480V transformers are included.

5.00 Transformer enclosures and pads are included.

6.00 25ea transformer switches are included.

7.00 480V distribution laterals to each building are included.

G70 - Offsite Work
Improvements to Sports Arena Blvd. Between Hancock St. and East Dr. Per
Community Report
1.00 New street improvements are included along Sports Arena Blvd. from the intersection of
Hancock St. and Sports Arena Blvd. to the intersection of East Dr. and Sports Arena Blvd.

Change existing road from 5 lanes to 6 lanes
2.00 Sawcut and demolition of the existing center dividers is included.
3.00 AC patchback at removed center dividers is included.
4.00 Sandblast of existing striping is included.
5.00 New 6 lane striping is included.
6.00 New striping for class 2 bike path is included.
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7.00

8.00

9.00

10.00

11.00

12.00

13.00

14.00
15.00
16.00
17.00

18.00
19.00
20.00
21.00
22.00

23.00

24.00

Traffic control is included.
Intelligent Transportation System
Intelligent transportation system dynamic signage is included. A 30 feet wide by 10 feet tall

LED sian supported bv steel structure is assumed.
Traffic Control Improvements

Demolition of traffic signals at the intersections of Hancock St. and Sports Arena Blvd.,
Kemper St. and Sports Arena Blvd., Shopping Entrance and Sports Arena Blvd., and East Dr.

and Spoorts Arena Blvd. are included.
Furnish and installation of new traffic signals at the intersections of Hancock St. and Sports

Arena Blvd., Kemper St. and Sports Arena Blvd., Shopping Entrance and Sports Arena Blvd.,

and East Dr. and Sports Arena Blvd. are included.
ADA Ramps

Demolition of ADA ramps at the intersections of Hancock St. and Sports Arena Blvd., Kemper
St. and Sports Arena Blvd., Shopping Entrance near Petco and Sports Arena Blvd., Shopping
Entrance near Pieology and Sports Arena Blvd., and East Dr. and Sports Arena Blvd. are

inchided.
New ADA ramps at the intersections of Hancock St. and Sports Arena Blvd., Kemper St. and

Sports Arena Blvd., Shopping Entrance near Petco and Sports Arena Blvd., Shopping Entrance
near Pieology and Sports Arena Blvd., and East Dr. and Sports Arena Blvd. are included.

Bus Pad
Sawcut and demolition of the existing bus pad along Sports Arena Blvd. between Kemper St.

and the Shopping Entrance near Petco is included.
New concrete bus pad is included.

New concrete divider curb is included.

New striping is included.

Traffic control is included.

Improvements to Kurtz St. between Hancock St. to Greenwood St. Per Community

Report
Intersection upgrades at Kurtz St., Sherman St., and Greenwood St.

Sandblasting of existing striping is included.

New striping is included.

Traffic control is included.

Pedestrian Bridge over I8 at Kurtz St. and Hancock St.

A 250 feet long by 10 feet wide pedestrian bridge with ADA ramps is included.

Class 3 bike route

Bike route signage is included.

Intelligent Transportation System

Intelligent transportation system dynamic signage is included. A 30 feet wide by 10 feet tall

LED sian supported bv steel structure is assumed.
Traffic Control Improvements

Furnish and installation of new traffic signals at the intersections of Sherman St. and Kurtz St.,
and Hancock St. and Kurtz St. is included.

Budget Assumptions for Parking

General
1.00

2.00

One rectangular long span concrete parking structure is included with a total of 1,550 stalls.

One L-shaped long span concrete parking structure is included with a total of 1,266 stalls.

A10 - Foundations

1.00

Slab-on-grade is included.
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2.00 Horizontal waterproofing is included.
3.00 A deep pile foundation system is included under pile caps and spread footings.

B10 - Superstructure

1.00 The parking structures are include as concrete long spanned structure design. Concrete
columns, shear walls, and suspended post-tensioned decks are included.

B20 - Exterior Enclosure

1.00 Full Height CMU walls are included where parking structures are adjacent to a building.
2.00 An allowance of $50/sf is included for skin areas that face the sports arena.

3.00 An allowance of $42/sf is included for spandrel walls.

4.00 Exterior plaster at elevator and stairway at rooftop is included.

5.00 Painted HM doors and painted frames are included.

6.00 Overhead roll-up doors are included at entrances.

B30 - Roofing
1.00 Roofing membrane with insulation is included.
2.00 Roofing membrane at the back side of parapet is included.

C10 - Interior Construction

1.00 Allowances are included for interior construction of parking structures.
C20 - Stairs

1.00 Photoluminescent nosing is applied to all egress stairs.

2.00 All egress stairs are included.

C30 - Interior Finishes
1.00 Allowances are included for interior finishes of parking structures.

D10 - Conveying
1.00 All passenger elevators are included in costs for parking structures.

2.00 A $40,000 cab finish allowance per passenger elevator is included.

D20 - Plumbing

1.00 Garage drains are included throughout the parking structures.
2.00 Storm drain piping systems are included throughout the parking structures.
D30 - HVAC
1.00 The rectangular parking structure has open ventilation, therefore an HVAC system is not
included.
2.00 The L-shaped parking structure includes ventilation and exhaust for partially enclosed area.

D40 - Fire Protection
1.00 Wet-pipe fire suppression system is included.

D50 - Electrical

1.00 A complete main switchgear and power distribution system is included.
2.00 Rough-ins for electrical vehicle charging station are included.

3.00 Allowances for lighting fixtures and controls are included.

4.00 Fire alarm system is included.
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5.00
6.00
7.00
8.00
9.00

Emergency DAS is included.

Cellular DAS is excluded.

Security camera and access control systems are included.
An emergency generator is included.

Temporary power and lighting for construction is included.

E10 - Equipment

1.00

Allowances for parking equipment per structure is included.

Z10 - General Requirements/Hoisting

1.00

General requirements and hoistings are included.
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707 SW Washington Street, Suite 1510 Portland, Oregon 97205 | 503.459.8741

June 30, 2022

Chelsea Investment Corporation
Jim Schmidt

6339 Paseo Del Lago

Carlsbad, CA 92011

Re: Midway Rising / Sports Arena redevelopment
To Whom It May Concern,

Please accept this letter of reference on behalf of The Richman Group Affordable Housing Corporation.
The Richman Group Affordable Housing Corporation (together with its affiliates, "TRGAHC") is a
multifaceted real estate organization specializing in affordable housing, with expertise in investment
banking, development, asset management and property management. TRGAHC has been a program
sponsor, property manager, asset manager, and developer in the affordable housing industry since 1979.

With the capacity for a comprehensive set of activities, including equity investment, development,
mortgage financing, asset management and property management, TRGAHC has a significant presence in
both the affordable and market rental apartment housing sectors.

TRGAHC remains one of the nation's leading sponsors of low income credit ("Housing Tax Credit")

programs. Since the creation of the Housing Tax Credit in 1986, TRGAHC has sponsored both public and
institutional Housing Tax Credit funds, which have raised in excess of $20 billion in equity capital and

have invested in approximately 1,700 Housing Tax Credit properties resulting in over 125,000 rental units.
TRGAHC has syndicated over 40 transactions with Chelsea Investment Corporation (“Chelsea”) in over 20 years.

Chelsea is a very dependable and efficient developer of quality, award winning, affordable housing and
we look forward to the opportunity to discuss partnering to help finance Affordable Housing with the
Midway Rising phase into a mixed-use family community serving the residents and surrounding
neighborhood.

I invite you to please contact me with any questions.



it
iti Community Capita t

July 1, 2022
VIA ELECTRONIC MAIL

Cheri Hoffman

Chelsea Investment Corporation
6339 Paseo Del Lago

Carlsbad, CA 92011

To Whom it May Concern
Re: Midway Rising. Letter of Reference and Good Standing — Chelsea Investment Corporation.

To Whom It May Concern:

Citibank, N.A. (“Citi") is providing this letter in Chelsea Investment Corporation (“Chelsea”) in response to the
above captioned RFP.

Citi Community Capital (“CCC”), a line of business within Citi, finances both project finance and highly structured
transactions for non-profit and for-profit affordable housing developers, Community Development Financial
Institutions, and state and local government agencies. In 2021, CCC financed 204 developments representing
32,762 units, across 144cities in the United States. CCC was also ranked as the largest affordable housing
lender in 2021 for the 12t consecutive year by Affordable Housing Finance magazine.

CCC values its long-standing partnership with Chelsea, providing both construction and permanent loans on a
variety of projects from high rise permanent supportive housing for formerly homeless individuals and
veterans, to affordable housing for master planned communities, to standalone affordable and mixed use
projects throughout San Diego County and the State of California. Many of projects with Chelsea are complex
with multiple layers of subordinate debt and project based subsidies. Chelsea has demonstrated their
sophistication, competency, and attention to detail in all their projects. Their team is both responsive and
responsible, and their projects are completed on time and on budget. | personally believe Chelsea is one of
the best affordable housing developers in the country. CCC has provided financings for over 30+ Chelsea
affordable housings projects since 2013, including 9 financings in the last 2 years. Their knowledge and
passion for affordable housing development coupled with a consistently strong execution has kept our
business relationship strongly intact.

This letter is not intended to be, and shall not constitute, a commitment to lend, syndicate a financing, underwrite
or purchase securities, commit capital, or provide or arrange any portion of the financing for the Project. Such
obligations would arise only under separate written agreements acceptable to Citi in its sole discretion.
Furthermore, any such commitments would be subject to, among other things, (a) the satisfactory completion
of Citi's customary due diligence review; (b) approval by Citi internal committees; (c) the receipt of any
necessary governmental, contractual and regulatory consents or approvals in connection with the Project and
the related financing; (d) the negotiation and documentation of the financing referred to above, including the
terms and conditions of the financing, in form and substance satisfactory to Citi and its counsel; and (e) there
not having occurred any disruption of or change in financial, banking or capital market conditions that, in Citi’s
judgment, could make it inadvisable or impractical to proceed with any portion of the financing of the Project.

Neither Citi nor any of its affiliates shall have any liability (whether direct or indirect, or in contract, tort or
otherwise) to the Sponsor, the Project or any other person, claiming through the Sponsor or the Project, as the
case may be, for or in connection with the delivery of this letter.

In connection with this transaction, Citi will be acting solely as a principal and not as your agent, advisor
or fiduciary. Citi has not assumed a fiduciary responsibility with respect to this transaction, and nothing



Chelsea Investment Corporation

City of San Diego RFP — Midway Rising
July 1, 2022

Page 2

in this transaction or in any prior relationship between you and Citi will be deemed to create an advisory,
fiduciary or agency relationship between us in respect of the Project. You should consider carefully
whether you would like to engage an independent advisor to represent or otherwise advise you in
connection with the Project, if you have not already done so.

We appreciate the opportunity to provide this letter of support and would welcome the opportunity to work with
Chelsea on this development.

Please feel free to contact me at (213) 239-1914 with any specific questions or concerns.

Sincerely,
Hao Li

Citibank, N.A.
Authorized Signatory

CC: Cheri Hoffman, Chelsea Investment Corporation



July 1, 2022

Chelsea Investment Corporation (CIC)
Cheri Hoffman

6339 Paseo Del Lago

Carlsbad, CA 92011

Reference Letter for Chelsea Investment Corporation

To Whom It Maybe Concern:

Banner Bank’s relationship with CIC back to 2007. | have worked with CIC for 20+ years in previous
financial institutions (US Bank and Bank of America). At USB, we have closed 15 projects with over
S$200MM in construction/term/equity financing with CIC. To date, we have closed four projects with CIC at
Banner Bank and we are scheduled to close our 5th project in Poway with CIC. We have a very positive
experience with CIC.

CIC has been identified as being among the top 50 affordable housing developers in the country. In 2018,
CIC received Builder of the Year award from Building Industry Association of San Diego. CIC is the first
company to ever receive this award twice. Should you have any questions, feel free to call me 619-518-
2610.

Sincerely,

waheed Karim

Waheed Karim

Banner Bank

Vice President

Affordable Housing California



Chelsea Investment Corporation: Midway Rising Project

Attachment #1: Potential Federal and State Funding Opportunities

July 1%, 2022
Introduction

This paper describes potential federal and state funding opportunities that could be available to the
Midway Rising project. Given the wide range of issues that the project will address including low-income
housing, citywide mobility, workforce training, climate change, broadband access, and utilities upgrades
there could be numerous sources of funding available to the project. This paper provides an overview of
those sources at both the federal and state level.

It should be noted that in many cases funding requires authorization and appropriation through the
federal and state budget process and funds may also be competitively awarded in some cases. This means
that some programs may be oversubscribed and that projects must compete for finite funds. It should
also be noted that funding awards and the provision of funds, which can often be critical to the
progression of a project, including local approvals, can be slowed or delayed by the application and
budgeting cycles. This can slow progress on finalizing an entire funding package, especially if there are
multiple applications for the project within it. All funding availability for the project is not guaranteed until
notice of award and generally a public sector sponsor is required to be the recipient of the funds,
although this is not always the case.

Additionally, federal grant funds often contain Buy America, Build America (BABA) provisions which
require the use of U.S. made products and materials. These requirements can result in higher materials
and labor prices, reduced availability, and a smaller supplier pool. Federal grant funds also come with a
range of annual reporting and compliance requirements which can increase the administrative burden
and cost to the project.

This paper does not include an exhaustive list of potential sources available to the project, but highlights
those which show best alignment and potential accessibility. Each program contains a set of highly
specific requirements for eligibility, and to comply with application protocols further work should be
undertaken on an opportunity-by-opportunity basis to determine fit and eligibility.

Most importantly Federal Funds usually come with a matching requirement. This means that non-federal
funds must be used to match the federal allocation. The match ranges can vary but this is usually between
60/40 to 80/20, federal to non-federal. These limits often apply when combined various federal funding
sources, so it is important to carefully track the total federal to non-federal proportions within the entire
funding package.

Federal funds are generally provided on a reimbursement basis. This means that costs are incurred and
paid for with non-federal funds, then submitted to the federal agency for review and approval. Upon
approval, the federal funds are provided back to the non-federal entity. This presents the need to
carefully manage project cash as there can be some delay in expenditure and reimbursement.
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Federal IJA Funding

The Infrastructure Investment and Jobs Act (IIJA) (Public Law No: 117-58), also known as the Bipartisan
Infrastructure Law (BIL), sighed into law on November 15, 2021, is a $1.2 trillion investment in the
nation’s infrastructure intended to rebuild America’s roads, bridges and rails, upgrade and expand public
transit, modernize the nation’s ports and airports, improve safety, address the climate crisis, advance
environmental justice, and invest in communities that have too often been left behind. It intends to drive
job creation and grow the economy sustainably and equitably. There are Federal Formula Funds in the
[1JA, but most of the funding comes through existing and new discretionary grant programs.

Key elements of the Midway Rising Project that may be suitable for funding:

e  Public Transit Connections

e Electric Buses and Intermodal Facilities
e Electric Vehicle Charging

e Affordable Housing

e Water Access

e Environmental Remediation
e Broadband Access

e Power Infrastructure

e Infrastructure Resilience

e Bicycle and Pedestrian Access
e Complete Streets

[IJA introduces the concept of Complete Streets | US Department of Transportation. Complete Streets are
streets designed and operated to enable safe use and support mobility for all users. Those include people
of all ages and abilities, regardless of whether they are travelling as drivers, pedestrians, bicyclists, or
public transportation riders. The concept of Complete Streets encompasses many approaches to planning,
designing, and operating roadways and rights of way with all users in mind to make the transportation
network safer and more efficient. Complete Street policies are set at the state, regional, and local levels
and are frequently supported by roadway design guidelines.

Complete Streets approaches vary based on community context. They may address a wide range of
elements, such as sidewalks, bicycle lanes, bus lanes, public transportation stops, crossing opportunities,
median islands, accessible pedestrian signals, curb extensions, modified vehicle travel lanes, streetscape,
and landscape treatments. Complete Streets reduce motor vehicle-related crashes and pedestrian risk, as
well as bicyclist risk when well-designed bicycle-specific infrastructure is included. They can promote
walking and bicycling by providing safer places to achieve physical activity through transportation.

The following document, prepared by the White House, provides a comprehensive overview to the entire
[IJA: Building a Better America | The White House

The following provides an identification and overview of individual programs, their sponsoring agencies,
and alignment to Midway Rising scope.
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Agency: Environmental Protection Agency (EPA)
Program: Brownfields Projects

Description: The Environmental Protection Agency’s Brownfields Program provides funds to empower
States, communities, Tribes, and nonprofit organizations to prevent, inventory, assess, clean up, and
reuse brownfield sites. The Environmental Protection Agency provides technical and financial assistance
for brownfields activities that protect human health and the environment, encourage sustainable reuse,
promote partnerships, strengthen local economies, and create jobs. By providing funds and technical
assistance to assess, clean up, and plan for site reuse, the Environmental Protection Agency enables
communities to overcome the environmental, legal, and fiscal challenges associated with brownfields
properties. The Environmental Protection Agency’s investments in communities across the country help
local leaders eliminate uncertainties, clean up contaminated properties, and transform brownfield sites
into community assets. Eligible activities include, but are not limited to, conducting community
engagement and planning at one or more brownfield sites, site assessments, site cleanup planning and
direct site cleanup.

Potential Application to Midway Rising: Environmental Mitigation, Site Clean Up

Weblink: Brownfields | US EPA

Agency: United States Department of Transportation (USDOT)

Program: Rebuilding American Infrastructure with Sustainability and Equity (RAISE) Discretionary Grant
program

This program helps communities around the country carry out projects with significant local or regional
impact. RAISE discretionary grants, which were originally created under the American Recovery and
Reinvestment Act as TIGER grants, can be used for a wide variety of projects. Overall, USDOT has awarded
$9.9 billion to more than 700 projects. The $1.5 billion in available funding for 2022 represents a 50
percent increase in available funds compared to last year, when applicants requested $10 in funding for
every S1 available. In 2021, RAISE funded 90 projects in 47 states, the District of Columbia and Guam.

RAISE projects are rigorously reviewed and selected based on merit. Projects will be evaluated on
statutory criteria of safety, environmental sustainability, quality of life, economic competitiveness and
opportunity, state of good repair, partnership and innovation. New this year, under the Bipartisan
Infrastructure Law, 2022 RAISE applications will also be evaluated on the criteria of mobility and
community connectivity. The Department will assess projects for universal design and accessibility for
travelers.

At least $15 million in funding is guaranteed to go towards projects located in Areas of Persistent Poverty
or Historically Disadvantaged Communities. Under the Bipartisan Infrastructure Law, RAISE expands the
number of communities eligible for 100 percent federal share of funding, specifically those in rural
communities, Areas of Persistent Poverty and Historically Disadvantaged Communities. To help reach this
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goal, the Department has launched a tool that will allow applicants to determine if their project location is
considered as a Historically Disadvantaged Community. The tool is available here.

As was the case last year, the Department is encouraging applicants to consider how their projects can
address climate change, ensure racial equity, and remove barriers to opportunity. This year the
Department is also encouraging applicants to consider how their projects can create workforce
development opportunities. Applicants can be more competitive in the process if they are creating jobs
with free and fair choice to join a union and good labor standards, creating jobs that underserved
communities can access, or are supporting worker opportunities and training. Applicants are also
encouraged to utilize registered apprenticeship and local and economic hire agreements. The RAISE
program is one way the Bipartisan Infrastructure Law acts on President Biden’s promise to bring good-
paying jobs to local communities.

Potential Application to Midway Rising: Bus Station, Workforce Training, Active Transportation,
Intermodal Mobility, Transit Orientated Development, Disadvantaged Communities

Weblink: RAISE Discretionary Grants | US Department of Transportation

Agency: National Telecommunications and Information Administration (NTIA), and the Federal
Communications Commission (FCC)

Program: Broadband Programs (Multiple)

The IJA includes the largest investment in broadband deployment and adoption in U.S. history, with
billions of dollars available across multiple new programs. The new funding will be disbursed by the NTIA
and FCC and the states, which will develop the specific rules and timeframes for each program. The
summary below provides an overview of the IlJA’s new broadband funding programs, including: (1) how
much money will be available under each program; (2) how each program will work; and (3) the next
steps in implementing each program. Relevant Programs:

e State Broadband Deployment Grant Program: $42.45 billion available with no end date. States will
prioritize funding to projects involving unserved areas first (i.e., locations lacking access to 25/3
Mbps, low-latency broadband service), then underserved areas (i.e., locations lacking access to
100/20 Mbps, low-latency broadband service), and then community anchor institutions (i.e.,
schools, hospitals, and public safety entities). States also will prioritize funding to high-poverty
areas and projects that provide higher-speed broadband services. Funding may be used for: (1)
broadband deployment to unserved/underserved areas; (2) connecting eligible community
anchor institutions; (3) broadband data collection, mapping, and planning; (4) installing
broadband infrastructure or providing reduced-cost broadband in multifamily residential buildings
(with priority to poor/unserved households); (5) broadband adoption (including providing
internet-capable devices); or (6) any other NTIA-approved use.

e Affordable Connectivity Program: $14.2 billion with no end date. The Affordable Connectivity
Program will replace the Emergency Broadband Benefit Program (“EBBP”) established by the FCC
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last year to provide discounted broadband service and connected devices to qualifying low-
income households (e.g., participate in Lifeline, Medicaid, and other specified government
assistance programs). Nearly all broadband providers — including cooperatives — can participate in
the new program. The FCC plans to allow broadband providers participating in the EBBP to also
participate in the Affordable Connectivity Program without having to seek agency preapproval.
Broadband providers that did not participate in the EBBP and that are not otherwise designated
as eligible telecommunications carriers (“ETCs”) for universal service funding programs will need
FCC approval to participate in the new program.

e Digital Equity Grant Program: $2.75 billion distributed over five years. States will develop and
implement “digital equity plans” to improve broadband access, affordability, and adoption among
underserved “covered populations,” including rural area residents. In doing so, states may award
subgrants to broadband providers — including cooperatives — to complete digital equity projects
on their behalf. States will develop their own rules and procedures for awarding broadband
provider subgrants for digital equity projects in consultation with NTIA.

Note there is generally a focus on rural connectivity in the FCC programs but connectivity to underserved
populations appears to have the potential for inclusion.

Potential Application to Midway Rising: Broadband Connectivity to Affordable Housing and Underserved
Communities

Weblink: Emergency Broadband Benefit Program | Federal Communications Commission (fcc.gov)

Agency: United States Department of Transportation (USDOT)
Program: Active Transportation Infrastructure Investment Program

The Active Transportation Infrastructure Investment Program is a new program, administered by the U.S.
Department of Transportation (USDOT), that will provide competitive grants focused on connecting active
transportation infrastructure. This program will provide larger grants, up to $25 million, to strategically
invest in projects that connect active transportation networks, accelerating local and regional plans to
create safe and convenient routes to everyday destinations.

Potential Application to Midway Rising: Transit-orientated mobility, walkable communities, exterior public
parks and spaces.

Weblink: Active Transportation | US Department of Transportation / Federal Transit Administration

(dot.gov)
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Agency: Department of Energy (DOE)
Program: Smart Grid Investment Matching Grant Program

Qualifying Smart Grid investments including for installation, that allow buildings to engage in demand
flexibility or Smart Grid functions. Eligible investments include metering, control, and other devices,
sensors, and software; communications and broadband technologies to support smart grid deployment;
technologies and programs to integrate electric vehicles to the grid; devices and software for buildings
support demand flexibility and other smart grid functions; operational fiber and wireless broadband
communications networks enabling data sharing between distribution system components; and Advanced
transmission technologies, including dynamic line rating, flow control devices, advanced conductors, and
network topology optimization, to increase the operational transfer capacity transmission networks.
$600,000,000 appropriated annually for fiscal years 2022 through 2026 (to remain available until
expended).

Potential Application to Midway Rising: Inclusion of Smart Grid, Power, Solar Power, Broadband

Weblink: Deployment of Technologies to Enhance Grid Flexibility | Department of Energy

Agency: Federal Transit Administration (FTA)
Program: Strengthening Mobility and Revolutionizing Transportation Grants (SMART)

The Office of the Secretary's Strengthening Mobility and Revolutionizing Transportation Grant program
provides supplemental funding grants to rural, midsized, and large communities to conduct
demonstration projects focused on advanced smart city or community technologies and systems in a
variety of communities to improve transportation efficiency and safety. In general, a Strengthening
Mobility and Revolutionizing Transportation grant may be used to carry out a project that demonstrates
at least one of the following: (i) Coordinate Automation (ii) Connected Vehicles (iii) Intelligent, sensor-
based infrastructure (iv) Systems integration (v) Commerce delivery and logistics (vi) Leveraging use of
innovative aviation technology (vii) Smart grid (viii) Smart technology traffic signals. $500,000,000 in
funding available.

Potential Application to Midway Rising: Innovative streets, connected streets applications, complete
streets

Weblink: BUILDING-A-BETTER-AMERICA FINAL.pdf (whitehouse.gov)

Agency: Federal Transit Administration (FTA)
Program: Low or No Emission Bus Grants

IIJA expands this competitive program which provides funding to state and local governmental authorities
for the purchase or lease of zero-emission and low-emission transit buses as well as acquisition,
construction, and leasing of required supporting facilities. FTA announced approximately $1.1 billion
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available for Fiscal Year 2022 grants to help modernize bus fleets and bus facilities across the country,
including to help transit agencies purchase or lease low- or no- emission vehicles that use advanced
technologies to help improve air quality and combat climate change. The FY22 grant opportunity is part
of a larger package in FY22 competitive grant funds to help transit agencies purchase and rehabilitate
buses, vans, and related equipment, and build bus facilities.

Potential Application to Midway Rising: Bus station / Connectivity

Weblink: https://www.transit.dot.gov/lowno

Agency: Federal Transit Administration (FTA)
Program: FTA Buses + Bus Facilities Competitive Program

The Grants for Buses and Bus Facilities Competitive Program (49 U.S.C. 5339(b)) makes federal resources
available to states and direct recipients to replace, rehabilitate and purchase buses and related
equipment and to construct bus-related facilities, including technological changes or innovations to
modify low or no emission vehicles or facilities. Funding is provided through formula allocations and
competitive grants.

Potential Application to Midway Rising: Bus station / connectivity

Weblink: https://www.transit.dot.gov/bus-program

Agency: USDOT
Program: Safe Streets and Roads for All Grant Program

S5 billion in competitive grants to support local initiatives to prevent death and serious injury on roads
and streets, commonly referred to as “Vision Zero” or “Toward Zero Deaths” initiatives.

An eligible project for funding from this program includes projects to develop a comprehensive safety
action plan; to conduct planning, design, and development activities for projects and strategies identified
in a comprehensive safety action plan; or to carry out projects and strategies identified in a
comprehensive safety action plan. Eligible recipients include metropolitan planning organizations, political
subdivisions of a state, federally recognized tribal governments, or a multijurisdictional group of entities
described here. An Implementation Grant is given to recipients who have already developed an action
plan and are ready to implement their action plan. Applications are due at on September 15, 2022.

Potential Application to Midway Rising: Pedestrian and Roadway.

Weblink: Safe Streets and Roads for All (SS4A) Grant Program | US Department of Transportation
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Agency: Federal Highway Administration (FHWA)
Program: Transportation Alternatives Set-Aside

In enacting the IlIJA, Congress increased the size of the TA Set-Aside from $850 million annually in the last
years of the FAST Act (Pub. L. 114-94) which amounts to $1.38 billion in FY 2022 and increases to nearly
$1.5 billion in FY 2025. This presents opportunities to fund many smaller-scale but critically important
multimodal transportation projects at both the State and local level. The TA Set-Aside provides funding
for a variety of transportation projects such as pedestrian and bicycle facilities; construction of turnouts,
overlooks, and viewing areas; community improvements such as historic preservation and vegetation
management; environmental mitigation related to stormwater and habitat connectivity; recreational
trails; safe routes to school projects; and vulnerable road user safety assessments. With its eligibilities
including bicycle and pedestrian facilities, safe routes to school projects, and vulnerable road user safety
assessments, Transportation Alternatives is a key program for helping States build Complete Streets that
are safe for all users and achieve safe, connected, and equitable on-and off-road networks.

Potential Application to Midway Rising: Pedestrian, Bike Paths and Roadways

Weblink: Transportation Alternatives - Environment - FHWA (dot.gov)

Federal opportunities for funding related to Water:

The majority of the water funding will move through the State Revolving Fund programs. Water utilities,
non-profits, drinking water providers, and other potential recipients should begin to work with local
stakeholders and State program contacts to identify potential projects, with a focus on prioritizing
projects serving disadvantage communities. The Environmental Protection Agency and other agencies will
provide technical assistance to help these disadvantaged communities overcome barriers to receiving
loans and grants for water improvements. Potential recipients of the lead service line funding are also
encouraged to accelerate the development and use of lead service-line inventories, which can help guide
the design of replacement projects eligible for these funds. Additional national program guidance will be
issued soon to State water primacy agencies.

The Western Water program provides substantial new funding that will help western communities fight
drought by investing in new and expanded water storage, water efficiency, water reuse and dam safety
projects throughout the west.

Note: There may be some opportunities for mitigating lead pipes (as needed) or upgrading existing water
infrastructure on the site.
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State Funding

Resources:

The California Grants Portal presents a helpful summary Home - California Grants Portal of current active
grant solicitations in a range of categories.

State of California’s GoBiz Team Our Team (ca.gov) can provide assistance on identification and
application to funding sources.

Agency: California State Transportation Agency (CalSTA)
Program: Transit and Intercity Rail Capital Program

The Transit and Intercity Rail Capital Program (TIRCP) was created by Senate Bill (SB) 862 (Chapter 36,
Statutes of 2014) and modified by Senate Bill 9 (Chapter 710, Statutes of 2015), to provide grants from
the Greenhouse Gas Reduction Fund (GGRF) to fund transformative capital improvements that will
modernize California’s intercity, commuter, and urban rail systems, and bus and ferry transit systems, to
significantly reduce emissions of greenhouse gases, vehicle miles traveled, and congestion. There have
been four prior cycles of TIRCP funding, in which the California State Transportation Agency (CalSTA) has
awarded $5.8 billion in funding to 73 projects throughout the state. The legislation of these bills is
established in Sections 75220 through 75225 of the Public Resources Code (PRC). Assembly Bill 398
(Chapter 135) extended the Cap-and-Trade Program that supports the TIRCP from 2020 through 2030. SB
1 (Chapter 5) continues to provide a historic funding increase for transportation with funds directed to the
TIRCP from the Public Transportation Account for new programming

The TIRCP was created to fund transformative capital improvements that modernize California’s intercity
rail, bus (including feeder buses to intercity rail services, as well as vanpool services that are eligible to
report as public transit to the Federal Transit Administration), ferry, and rail transit systems (collectively
referred to as transit services or systems inclusive of all aforementioned modes unless otherwise
specified) to achieve all of the following policy objectives, as established in Section 75220(a) of the PRC:

e Reduce emissions of greenhouse gases

e Expand and improve transit service to increase ridership

e Integrate the rail service of the state’s various rail operations, including integration with the high-
speed rail system

e Improve transit safety

Additionally, Section 75221(c) of the PRC establishes a programmatic goal to provide at least 25 percent
of available funding to projects that provide a direct, meaningful, and assured benefit to disadvantaged
communities,

Potential Application to Midway Rising: Bus Station, Transit Connections
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Weblink: Transit and Intercity Rail Capital Program | CalSTA

Agency: California Strategic Growth Council (CSGC)
Program: Affordable Housing and Sustainable Communities Program

Affordable housing loans and other capital grants for housing-related infrastructure, sustainable
transportation infrastructure, transportation-related amenities, and related programs. Local agencies,
public housing authorities, redevelopment successor agencies, transit agencies and operators, regional
transportation planning agencies, local transportation commissions, congestion management agencies,
joint powers authorities, school districts, facilities districts, university or community college districts,
developers, program operators, and federally recognized Tribal governments. At least 50 percent of funds
are invested in and benefit disadvantaged communities (with project location determined by the site of
the affordable housing development). Project scoring and selection takes into account community
engagement during the development process and how the project addresses community-identified needs.
Applications through a statewide competitive process. $3,055.0 million allocated as of November 2021.

Potential Application to Midway Rising: Affordable Housing elements including exterior communal spaces.
Bus Station.

Weblink: Affordable Housing and Sustainable Communities Program — California Climate Investments

Agency: California Strategic Growth Council (CSGC)
Program: Transformative Climate Communities Implementation Grant

The program objectives are to reduce greenhouse gas emissions, improve public health and the
environment, and support economic opportunity and shared prosperity. TCC's unique, place-based
strategy for reducing greenhouse gas emissions is designed to catalyze collective impact through a
combination of community-driven climate projects in a single neighborhood. TCC Implementation Grants
support an integrated set of projects within a neighborhood project area of approximately five square
miles. Projects must reduce greenhouse gas emissions significantly over time, leverage additional funding
sources, and provide health, environmental and economic benefits to the community.

Potential Application to Midway Rising: Affordable and sustainable housing developments; Transit
stations and facilities; Electric bicycle and car share programs; Solar installation and energy efficiency;
Water-energy efficiency installations; Urban greening and green infrastructure; Bicycle and pedestrian
facilities; Recycling and waste management; Health and well-being projects; Indoor air quality projects;
Community microgrids; and Brownfield redevelopment

Weblink: Transformative Climate Communities Implementation Grant - California Grants Portal
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Agency: California Energy Commission
Program: Clean Transportation Program

The California Energy Commission’s Clean Transportation Program (also known as the Alternative and
Renewable Fuel and Vehicle Technology Program) provides funding to support innovation and accelerate
the development and deployment of advanced transportation and fuel technologies. The Clean
Transportation Program (also known as Alternative and Renewable Fuel and Vehicle Technology Program)
invests up to $100 million annually in a broad portfolio of transportation and fuel transportation projects
throughout the state. The Energy Commission leverages public and private investments to support
adoption of cleaner transportation powered by alternative and renewable fuels.

The program plays an important role in achieving California’s ambitious goals on climate change,
petroleum reduction, and adoption of zero-emission vehicles, as well as efforts to reach air quality
standards. The program also supports the state’s sustainable, long-term economic development.

Potential Application to Midway Rising: Electric Vehicle Charging. Clean Transportation (e.g., zero
emission bus)

Weblink: Clean Transportation Program Overview (ca.gov)

Agency: Workforce Development Board
Program: High Road Training Partnerships: Resilient Workforce Fund Program

The California Workforce Development Board (CWDB) is pleased to announce a rolling fund to advance a
field of practice that simultaneously addresses urgent questions of income inequality, economic
competitiveness, and climate change through regional skills strategies designed to support economically
and environmentally resilient communities across the state.

The CWDB understands long-term, low-wage work is a significant problem for the future of California and
seeks to build systems to promote access and advancement to better-paying jobs. This initiative will
continue to tackle this issue by focusing on industry as an organizing principle, and building partnerships
that develop skills employers need in ways that secure stronger economic opportunities for low-income
workers. Furthermore, mitigating or adapting to climate disruption and environmental threat requires skill
shifts not only through transportation, construction, and energy, but also in sectors such as healthcare,
hospitality, information technology, and emergency services. Investments in a skilled workforce promote
energy, water, and fuel efficiency, build and capture the value of low-carbon technology, and support
healthy, economically resilient communities. This requires intentional, strategic, workforce development
driven by collaborative regional training partnerships serving multiple employers in key industries.

Potential Application to Midway Rising: Bus Transit. Job accessibility. Job Training Resilient communities
via affordable housing.

Weblink: High Road Training Partnerships: Resilient Workforce Fund Program - California Grants Portal
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Agency: California Infrastructure and Economic Development Bank
Program: Infrastructure State Revolving Fund (ISRF)

The Infrastructure State Revolving Fund (ISRF) Program is authorized to directly provide low-cost public
financing to state and local government entities. ISRF financing is available in amounts ranging from
$50,000 to $25 million with loan terms for the useful life of the project up to a maximum of 30 years.

A few examples of ISRF financed projects include water and wastewater treatment plant upgrades or
construction, venue or airport construction or street repair and upgrades. Eligible applicants must be
located in California and include any subdivision of a local government, including cities, counties, special
districts, assessment districts, joint powers authorities and nonprofit organizations sponsored by a
government entity. Please note, while ISRF financing is available for many types of projects, housing is not
allowed per our legislative statute.

Potential Application to Midway Rising: Non-housing elements

Weblink: Infrastructure Loans | California Infrastructure and Economic Development Bank (IBank)




July 1, 2022

Mr. James J. Schmid

Chief Executive Officer

Chelsea Investment Corporation
6339 Paseo del Lago

Carlsbad, CA 92011

Dear Mr. Schmid,

CohnReznick LLP is pleased to provide you with this letter which summarizes the federal funding
programs within the Infrastructure Investment and Jobs Act that could be available to provide
further funding to the Midway Rising Project. The Infrastructure Investment and Jobs Act (I1JA),
also known as the Bipartisan Infrastructure Law (BIL), signed into law on November 15, 2021, is a
$1.2 trillion investment in the nation’s infrastructure intended to rebuild America’s infrastructure,
upgrade and expand public transit, improve safety, address the climate crisis, advance
environmental justice, and invest in communities that have too often been left behind. As such,
having reviewed the scope of the Midway Rising Project, we believe that there are number of
elements contained within it that may be suitable for funding through the IIJA. These elements
include:

Public Transit Connections
Electric Buses, Intermodal Facilities and Bus Stations
Electric Vehicle Charging
Affordable Housing

Water Access

Environmental Remediation
Broadband Access

Power Infrastructure
Infrastructure Resilience
Bicycle and Pedestrian Access
Complete Streets

The IIJA contains a significant amount of funding sources that are provided through federal
formulas or through discretionary grant programs. We have undertaken work to identify the best
aligned funding programs, primarily within the discretionary programs, for the Midway Rising
Project which includes the following:

e Environmental Protection Agency (EPA) Brownfields Projects — Environmental
remediation;

¢ United States Department of Transportation (USDOT) Rebuilding American Infrastructure
with Sustainability and Equity (RAISE) Discretionary Grant Program - Bus station,
workforce training, active transportation, intermodal mobility, transit-orientated
development, disadvantaged communities;

¢ National Telecommunications and Information Administration (NTIA), and the Federal
Communications Commission (FCC) - State Broadband Deployment Grant Program —
Broadband connectivity;
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United States Department of Transportation (USDOT) Program: Active Transportation
Infrastructure Investment Program - Transit-orientated mobility, walkable communities,
exterior public parks and spaces;

Department of Energy (DOE) Program: Smart Grid Investment Matching Grant Program -
Smart grid, power, solar power, broadband;

Federal Transit Administration (FTA) Strengthening Mobility and Revolutionizing
Transportation Grants (SMART) - Innovative streets, connected streets applications,
Complete Streets initiative;

Federal Transit Administration (FTA) Low or No Emission Bus Grants - Bus station /
intermodal connectivity;

Federal Transit Administration (FTA) FTA Buses + Bus Facilities Competitive Program -
Bus station / Intermodal Connectivity;

United States Department of Transportation (USDOT) Safe streets and roads for all grant
program - pedestrian and roadway; and

Federal Highway Administration (FHWA) Transportation Alternatives Set-Aside -
Pedestrian, bike paths and roadways.

While each of these programs comes with individual requirements, timing of release and
submissions of applications, non-federal match, and authorization and appropriation, we believe
that a one or a combination of some of the above-listed programs can meaningfully enhance the
funding profile of the project and enhance the community benefits that it will deliver.

Should

you require any further information, please do not hesitate to contact me.

Sincerely,

Christopher Livingstone
Managing Director

Project

Finance & Consulting

Chris.Livingstone@CohnReznick.com

310.359.2105
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Purpose. Without limiting the general applicability of this paragraph, our Report may not be used in
advertisements, solicitations and/or any form of securities offering.

We appreciate the opportunity to be of assistance. Please do not hesitate to contact us if we can be of any
other help in the future.

Respectfully submitted,
Novogradac Consulting LLP

Brad Weinberg, MAI, CVA, CRE, CSPO
Partner

H. Blair Kincer, MAI, CRE
LEED Green Associate
Partner

Matt Yunker
Manager
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EXECUTIVE SUMMARY

Background

On September 21, 2021, the San Diego City Council declared the 48.5-acre site located at 3220, 3240, 3250
and 3500 Sports Arena Boulevard in the Midway-Pacific Highway Community, which includes the existing
Sports Arena, as surplus land under the Surplus Land Act (SLA) and related guidelines issued by the California
Department of Housing and Community Development (HCD).

Per the SLA guidelines, a Notice of Availability (NOA) was issued by the City to entities registered with HCD as
affordable housing sponsors and government agencies. The NOA included a “Development Condition” that the
“future development include renovation or replacement of the City’s current sports arena on the Property as
a regional entertainment venue and operation of that venue for concerts, sports, and other events, consistent
with similar arenas in large cities in the United States.” According to public information available online, the
respondents were:

Discover Midway

HomeTown SD

Midway Rising (the respondent to which the Client is a party)
Midway Village +

Neighborhood Next

As part of the 90-day negotiating period with the five respondents, the City met with all parties to discuss
priority areas associated with SLA, specifically the greatest number of affordable units being proposed below
80% Average Median Income (AMI) and the deepest level of affordability for the proposed affordable housing
units. The Client’s respondent party proposes to construct the largest number of affordable housing and has
the deepest affordability.

It is within this context we have been asked to review the Client’s current development and operating
proformas for the above-referenced 2,000 units of affordable housing to determine the reasonableness of
various assumptions. We bifurcated our analysis between two categories: development and operations. The
assumptions tested for the two categories are summarized in the tables below:

Development Operations

Construction costs
Eligible basis
Capital stack
Loan terms
Debt service coverage ratio
Developer Fee

Income
Rent affordability levels
Revenue growth
Operating expenses
Expenses per unit
Expense growth
Vacancy
Absorption

Purpose of the Assignment

The purpose of this assignment is to assess the reasonableness and market orientation of the above-listed
assumptions made in the Client’s development and operating proforma for proposed affordable housing to be
developed in San Diego, CA.

We understand that the client will use this document as part of their submission to the City of San Diego. Any
other use or user would be inappropriate. We can amend this document for other users or uses under a
separate agreement. This report shall not be used for advertising purposes.
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Specific Assumptions

We were not asked to evaluate the likelihood any of the proposed phases of affordable housing obtain LIHTC
or other sources of funding. However, the Client has a track record of having executed humerous projects with
traditional funding sources similar to what is proposed. Therefore, while we cannot opine on the likelihood of
receiving funding allocations based on TCAC tie-breakers and soft funding source scoring, the funding plan is
expected and plausible.

Client Documents Relied Upon
We relied upon numerous documents and forecasts for the purposes of our analysis. These documents
include:

e Midway Rising Affordable Master.xIsx
e Midway Rising Dashboard.xlIsx
e Sports Arena Phasing and AMI.xlsx
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ANALYSIS OF PROPOSED CONSTRUCTION COSTS

Per Client-provided information, the construction costs associated with the proposed LIHTC developments at the site are summarized below:
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As shown on the previous page, total costs in California vary considerably. When focusing in on Southern
California (the Los Angeles and San Diego markets), the top end of the range decreases but the average and
median increase.

According to the California Tax Credit Allocation Committee, in 2021 the average initial total project per unit
was approximately $500,000 for new construction LIHTC tax credit projects, although costs vary considerably
throughout the state. Costs are particularly high in the Bay Area, where state housing data shows seven
projects exceeding a cost of $1,000,000 per unit with another six proposed projects expected to exceed that
figure. The following table shows the average cost per unit by geographic area for 2021 9% tax credit projects.

AVERAGE COST PER UNIT BY REGION
2021 9% LITHC ALLOCATIONS

East Bay Region $867,213

San Francisco County $863,259
South and West Bay Region $773,380
Central Coast Region $644,518
City of Los Angeles $623,148
Balance of Los Angeles County $551,242
Orange County $524,009
Inland Empire Region $520,101
San Diego County $501,660
Northern Region $496,473
Rural $413,320

Central Valley Region $363,236
Capital Region $358,977
Statewide Average $499,474

Source: California Tax Credit Allocation Committee 2021 Annual Report Data

The Client’s proposed construction costs fall within the range of our internal data and is slightly above the
average for San Diego County published by CTCAC's 2021 annual report. It is important to note the data
presented, both our internal data and the CTCAC data, are historical amounts. And the recent increases in
cost have been well publicized. The table below illustrates the PPl changes for building materials just from
the end of 2021 through the first month of 2022.
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More recent information suggests inflation has accelerated during the first half of the year with CPl and Shelter
CPl increases substantially, as illustrated in the graph below:

Main drivers of the rising costs to develop affordable housing since the onset of the COVID-19 pandemic
include inflation, supply-chain issues, and worker shortages. However, costs have been rising since well before
the pandemic. From 2008 to 2019, the average inflation-adjusted cost per unit of LIHTC new construction
rose from $411,000 to $480,000, an increase of over 17 percent. The main factor influencing this increase
is hard construction costs, which increased 40 percent in that period. In addition, affordable housing projects
in California are often subject to stricter environmental and labor standards than market-rate projects. A study
by the Terner Center for Housing Innovation at UC Berkeley found that union-prevailing wage requirements
added $53,000 to the price per unit and stricter environmental building requirements added $17,000 per
unit.

The first phase of the Client’s proforma begins in 2025 and those estimated future amounts per unit range
from $595,518 to $628,194 per unit. When considering the increase in construction costs even prior to the
pandemic, with additional consideration of recent supply chain and labor shortage impacts, we believe the
proposed construction cost fall within a reasonable range of the available data.

ANALYSIS OF FINANCING SOURCES

The Client-provided development pro forma include various sources for use in development of the various
proposed phases of LIHTC development. These sources generally consist of the following;:

Tax Credit Equity

Permanent Loan

San Diego Housing Commission loan

California Department of Housing and Community Development Multifamily Housing Program loan
Developer Equity
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A white paper recently published in April 2021 by the Terner Center for Housing Innovation of UC Berkley
addressed the complexities associated with financing LIHTC projects. The following excerpts from The
Complexity of Financing Low-Income Housing Tax Credit Housing in the United States speak to the issues
compiling necessary capital and the amount of sources typically seen:

“....the equity generated from the tax credit is rarely sufficient to close the gap between the costs of
development and the rents that would be affordable to households with low to moderate incomes.
Since the program’s inception, developers have made LIHTC work through a complex system of
financing, where multiple sources of funding are “stacked” to make a deal financially feasible. Analysis
in the early years of the program found that nearly a third of LIHTC developments had six or more
separate sources of funding in their “capital stack.”2 Decades later, our analysis of LIHTC properties
in California found that between 2008 and 2019, 80 percent of developments layered between four
to eight sources of funding (including equity), while another almost 9 percent relied on more than
eight funding sources”

As shown, the California project analyzed in the graph above include six sources of financing, with three soft
sources from the state and city. The various phases of development proposed are consistent with this
configuration and appear reasonable.

ANALYSIS OF EQUITY TERMS

Low Income Housing Tax Credit
Novogradac has tracked low income tax credit pricing over the years and our data is presented in the graph

below.
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Source: Novogradac, June 2022

We supplemented the Novogradac survey data with data from the Housing Tax Credit Monitor Fund Watch, a
report that appears quarterly in The Tax Credit Advisor. The report provides insight into LIHTC market
transactions and includes data on the expected size of current transactions, net tax credit price as well as
yields to the investor in LIHTC funds, and the number of properties in the current fund offerings. The March
2022 Fund Watch report illustrates a range a median LIHTC price of $0.884 with yields ranging from 3.25
percent to 7.2 percent. In general, the funds with the lowest yields and highest pricing include properties
located in the mid -Atlantic and California where CRA competition appears to be greatest.

Tax Reform and Impact on Pricing

The graph shown earlier illustrates adjustments to credit pricing that occurred in 2016 and later. From 2010
through 2016, the LIHTC market was generally stable. However, in 2016, the market experienced significant
upheaval after the presidential election, due to potential tax reform. After a slight pause, investors re-entered
the market with decreased pricing reflecting a range of corporate tax rate ranging from 15 to 30 percent in
anticipation of a lower corporate tax rate.

On December 22, 2017, the Tax Cuts and Jobs Act was passed and reflected a number of key provisions with
the most significant being the decrease in the corporate tax rate from 35 percent to 21 percent. A significant
decrease in pricing occurred as a result of the tax changes and the market stabilized at near the current pricing
level in mid-2017. There was a general upward trend occurring until the onset of the COVID 19 pandemic in
early 2020. The COVID 19 pandemic began in early 2020 and caused significant turmoil and uncertainty. In
response, governments across the globe took dramatic efforts to reduce the strain on health care systems.
Governments implemented significant economic stimulus packages to help with this economic disruption.

On November 19, 2021 the U.S. House of Representatives passed the Build Back Better Act, a $1.7 trillion
bill that includes an expansion of the Low-Income Housing Tax Credit (LIHTC). This expansion would extend
the 12.5 percent increase in the 9 percent LIHTC allocations that began in 2018 through 2024, adding a 10
percent increase, and an annual inflation adjustment. The legislation would also temporarily lower the 50
percent test for rental housing financed with private activity bonds (PABs) to 25 percent until 2026, which
would free the bond cap and likely result in an increase in 4 percent LIHTCs. In addition, the bill would establish
a 50 percent basis boost for extremely low-income housing, making such housing eligible for additional credits,
and provides a 30 percent basis boost for LIHTC properties in tribal areas. Although the Build Back Better Act
was passed by the House, the bill has yet to be passed by the Senate of the date of this report. As of the date
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of this report, pricing appears to have stabilized.

Information provided by the client indicates a price of $0.90 for the tax credit equity. Pricing in the recent Fund
Watch report ranges from $0.84 to $0.97 with an average of $0.884 for all national funds and $0.908 for
California funds. The client’s pricing of $0.90 is at the lower end of the range of these trends. Given the
Subject’s location in San Diego, we believe this pricing at the upper end of the range is appropriate. Overall,
we find the client estimate conservative and therefore reasonable with upside potential.

ANALYSIS OF ELIGIBLE BASIS

The hard costs and soft costs associated with the individual projects is typical of affordable housing
developments and are consistent with the determination for eligible basis. More unique to the project is the
additional basis associated with broader infrastructure requirements, as denoted in the models as Acquisition
of Infrastructure Allocation. Information below provides information related to the reasonableness for
inclusion of infrastructure costs in eligible basis.

Impact fees paid for water, sewer, roads and education facilities are capitalized and included in eligible basis.
The IRS concluded in Revenue Ruling 2002-9 that these costs are capitalized as indirect costs under IRC 263A
and therefore are includable in a development’s eligible basis. It is reasonable to conclude that these costs
incurred under a master development plan can be charged as a development impact fee and included in a
LIHTC development’s eligible basis on the theory that they are tantamount to impact fees that are includable
in eligible basis under Revenue Ruling 2002-9. The overall infrastructure costs incurred by the developer of
the master development will be used as a baseline to determine the reasonableness of the development
impact fee charged to the LIHTC development.

Dedicated infrastructure improvement costs are includable in eligible basis when the improvements are
required by a state or local government as a condition of obtaining building permits. The offsite capital
improvements must be intended for general public use and are necessitated by the new development. Upon
delivery, the state or local government will own and maintain the off-site capital improvements. The IRS has
issued multiple private letter rulings allowing taxpayers to include these costs ineligible basis. It is reasonable
to conclude that offsite costs mandated by the local governments should be included in eligible basis on the
theory that they are also tantamount to impact fees that are included in eligible basis under Revenue Ruling
2002-9.

The treatment of on-site roads is different from off-site collector streets that connect to the on-site roads. The
cost of on-site roads generally should be includable in eligible basis as land improvements are depreciable
assets and roads are included as land improvements under Revenue Procedure 87-56.

ANALYSIS OF LOAN TERMS

Interest Rate

The client model illustrates estimated interest rates of 5.0 and 6.0 percent. Based upon a review of affordable
lenders, the general range of interest rates, reported publicly is 4.88 to 6.35 percent for typical affordable
housing lenders. This range is supported by interviews with lenders and a review of recent client assignments,
which narrows our reported range of 5.00 to 6.00 percent.

Term and Amortization
Market Term and Amortization seems to be consistent within the marketplace with lenders stating 15-to-18-
year terms with an amortization of 30 to 35 years.

Debt Service Coverage Ratio (DSCR)

10
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The Client model illustrates a debt service coverage ratio (DSCR) of 1.15x. Based upon a review of published
underwriting standards of affordable housing lenders the reported a DSCR range is 1.15 to 1.25. This is the
publicly reported range and not necessarily reflective of actual DSCR rates. In general, a higher debt service
coverage ratio is expected for properties that are rehabilitations, conversions, or are in less robust markets.
Properties estimated at the low end would be more similar to the Subject, for example they would include new
construction in active, demand heavy markets. Therefore, a DSCR of 1.15 is considered reasonable.

ANALYSIS OF DEVELOPER FEES

Per the California Code of Regulations for the California Tax Credit Allocation Committee, which implements
the federal and state LIHTCS, a developer fee is defined as:

All Funds paid at any time as compensation for developing the proposed project, to include all
processing agent fees, developer overhead and profit, construction management oversight fees if
provided by the developer, personal guarantee fees, syndicator consulting fees, and reserves in
excess of those customarily required by multi-family housing lenders

In Section 10327(c)(2), the parameters surrounding Developer Fees is as follows:

9% Competitive Credit New Construction

The maximum developer fee that may be included in project costs and eligible basis for 9%
competitive credit new construction, rehabilitation only, or adaptive reuse applications applying under
Section 10325 of these regulations is the lesser of 15% of the project’s unadjusted eligible basis and
15% of the basis for non-residential costs included in the project allocated on a pro rata basis or two
million two hundred thousand ($2,200,000) dollars. The maximum developer fee that may be
included in project costs and eligible basis for a 9% competitive credit acquisition/rehabilitation
application is the lesser of 15% of the project’s unadjusted eligible construction related basis plus 5%
of the project’s unadjusted eligible acquisition basis and 15% for the basis for non-residential costs
included in the project allocated on a pro rata basis or two million two hundred thousand ($2,200,000)
dollars.

4% Non-Competitive Credit New Construction
The maximum developer fee is the sum of 15% of the project’s unadjusted eligible basis and 15% of
the basis for non-residential costs included in the project allocated on a pro rata basis. All developer
fees in excess of two million five hundred thousand ($2,500,000) dollars plus $20,000 per unit for
each Tax Credit unit in excess of 100 shall be deferred or contributed as equity to the project.

zO NOVOGRADAC.. 11
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Further, while the Developer Fees for the 4% projects appear to adhere the maximum allowed
15 percent of the project unadjusted eligible basis. As the allocation of costs into the appropriate basis
categories appears in line with industry standards, the calculation and allocation of developer fee also appears

reasonable.

12
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ANALYSIS OF RENT AFFORDABILITY LEVELS

The Subject’s units are restricted to those earning 80 percent of AMI or less. The proposed 80 percent AMI
rents are set at $1,951 for a one-bedroom, $2,342 for a two-bedroom, and $2,707 for a three bedroom.
These are consistent with current HUD Income Limits data, as shown below. Similarly, the Subject’s proposed

60 percent, 50 percent, 40 percent, and 30 percent AMI rents are consistent with the current HUD Income
Limits data.

14
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We also compare the Subject’s highest proposed rent, the proposed rents at 80 percent AMI rents, to the
average San Diego market rent, as provided in CoStar’'s most recent San Diego - CA Multi-Family Market Rent
Report. As shown in the table below, the Subject’s proposed rents at 80 percent AMI range offer a market rent
advantage of 5.9, 6.1 and 13.8 percent of the average San Diego market rents for the one, two, and three-
bedroom units, respectively. Considering the Subject proposed 80 percent rents offer a market advantage,
this indicates the rents for all units appear reasonable and consistent with affordability levels.

Comparison of Highest Affordable Rent at Subject with Market Rents
Subject's Proposed 80%

Unit Type Rents (Gross) Average Market Rent Market Advantage
1BR $1,952 $2,074 5.9%
2BR $2,342 $2,493 6.1%
3BR $2,707 $3,139 13.8%

Source: Client-provided information, CoStar.com (Retrieved June 2022)

ANALYSIS OF VACANCY RATE

Income restricted properties like those funded through the LIHTC program generally out-perform the general
market in terms of occupancy because they offer a scares resource at a below market rental rate.

Novogradac Consulting studies the performance of LIHTC and affordable properties in general. We track
performance of the portfolio and illustrate the long-term stability in terms of occupancy in the graph below.

In general, affordable rental housing maintains occupancies above 97 percent once stabilized.

15
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The broader market within San Diego is reportedly supply constrained. The Costar San Diego Market Report
estimates the market had a 2.5 percent vacancy rate in 2021, which is consistent with the 2.5 percent
estimate for 2020.

The below graph illustrates their historic estimates and projections for the whole market.

Source: Costar San Diego Multifamily Market Report - downloaded June 2022.

The projection for overall market vacancy is for a slightly increasing vacancy rate up to approximately 3.5
percent in mid-2026. This is optimistic given the demand growth already discussed elsewhere. However, a 3.5
percent overall vacancy still reflects a supply imbalanced market. We expect affordable vacancies to remain
below that of the overall market and there to be consistent demand over the short and medium terms.

In addition to analyzing market data, we have also conducted interviews with multifamily properties in San
Diego in order to determine vacancy rates. The following table summarizes the average vacancy rate of these
properties within the last six months.

OVERALL VACANCY RATE - SAN DIEGO, CA

Program Total Units Vacant Units Vacancy %
LIHTC/Section 8 6,204 23 0.4%
Market 8,359 87 1.0%
Overall Total 14,563 110 0.8%

We interviewed 105 multifamily properties in San Diego, CA, with a combined total of 14,563 LIHTC/Section
8 and market units. The LIHTC/Section 8 properties reported an overall 0.4 percent vacancy rate, and the
market properties reported a 1.0 percent overall vacancy rate. This further supports our expectation of
affordable vacancies remaining below that of the overall market.

16
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ANALYSIS OF OPERATING EXPENSES

—

The above table compares the proposed operating results to a benchmark report and four actual statements
from four properties located in San Diego (2020 data). Novogradac publishes the Multifamily Rental Housing
Operating Expense Report annually. This report compiles operating statements from LIHTC properties from
across the country. The above compares the proposed operating results to an aggregation of property
statements from large metropolitan cities such as San Diego.

The proposed operating expenses fall within the range of the comparable range and are near the Novogradac
benchmark. Therefore, the expense pro forma is reasonable.

ANALYSIS OF RENT AND EXPENSE GROWTH ASSUMPTION

The Client-provided operating projections include growth assumptions of 2.0 percent for revenue and 3.0
percent for expenses. When forecasting results for LIHTC properties, valuation and underwriting professionals

zO NOVOGRADAC. 17
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commonly use 3.0 percent annual growth for operating expenses and 2.0 percent growth for revenues as
benchmarks.

Regarding revenue growth, the compounded annual growth rate (CAGR) from 2011 to 2021 of the national
area median income (AMI) is 2.2%. By comparison, the CAGR on two-bedroom LIHTC properties in
Novogradac’s data set for the same time period is 3.0%. Finally, the CAGR from 2011 to 2021 for market-rate
rents is 3.4%, according to CoStar Group. AMI is a critical component to revenue growth as AMI is used to set
rents for LIHTC properties. Therefore, as AMI increases, so do rents.

In terms of expenses, data from the Novogradac Multifamily Rental Housing Operating Expense Report has
historically found this to be an accurate rate of growth. However, in the 2021 edition of the report,
Novogradac’s data shows that expenses increased by 5.4%. The consumer price index (CPI) for housing grew
at a compounded growth rate of 2.2% from 2010 through 2020, according to the Novogradac 2021
Multifamily Rental Housing Operating Expense Report. This measure captures the prices of rents, fuels and
utilities, nd household furnishings and operations. By comparison, the report found that LIHTC properties’
expenses grew at a compounded rate of 3.0% from 2010 through 2020. Over time, LIHTC expense growth has
slightly outpaced CPI for housing in every year from 2010 through 2020.

Given the historic data regarding LIHTC rent and expense growth, the 2.0 revenue and 3.0 percent operating
expense growth assumptions appear reasonable.

ANALYSIS OF ABSORPTION

Midway Rising will deliver 2,000 affordable units over the nine-year period between 2026 to 2035. This
represents an absorption pace of approximately 18.5 units per month. There are no comparable 2,000-unit
properties to which we can compare the Subject. However, it will be delivered as fifteen individual properties
that will operate independently. Therefore, it is fair to view the absorption pace as typical for properties in the
75-t0-160-unit size range.

We collected the following data from recently completed apartment developments in downtown San Diego.

Source: Novogradac, June 2022

The above property absorption rates illustrate a broad range, but not surprisingly the two LIHTC properties
have the fastest leasing pace. Further, the smaller, less professionally managed properties have the slowest
absorption pace.

The Costar San Diego Multifamily Market Report states the following regarding the San Diego housing
market:
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Annual net absorption has moderated from its historically strong level in 2021, and the vacancy rate
is trending at 2.6% with occupancy in 1 & 2- and 3-Star inventory averaging above 98 across the
entire county. Maintaining that torrid pace from last year was unsustainable given how few units are
available. With the level of recent demand, asking market rent growth is soaring, and it is trending
near its highest level in two decades. Performance has been driven by midtier and 4- & 5-Star
inventory where rents are rising 16.6% and 15.8%, respectively, year over year. More than half of San
Diego submarkets have recorded double-digit rent growth in the past 12 months and asking market
rents have grown by an average of more than 16% year over year among the region's most expensive
submarkets, where average rents sit near $2,900/month.

Across all of San Diego, trailing 12-month net absorption is trending at 5,100 units. That compares to
the five-year annual average of 4,500 units. The overall vacancy rate is 2.6%, compared to the five-
year average of 4.1%, while the stabilized vacancy rate has settled at an all-time low of 2%. However,
demand has begun moderating as the region is becoming increasingly fully occupied. Just last year,
annual net absorption reached 10,000 units. New buildings that delivered in 2021 have averaged an
absorption rate of more than 28 units/month during lease up. That doubled the average monthly
absorption for buildings that delivered between 2018 and 2020. New buildings, on average, are
stabilizing in less than four quarters compared to the prior three-year period, when it was roughly five
and a half quarters to stabilize on average.

Costar mentions that the trailing five-year average is 4,500 units absorbed per annum. Further, they state that
this may be slowing as a result of limits to supply growth. The Subject will represent approximately 222 units
annually or 5 percent of this historic annual absorption. Costar quotes typical absorption of new buildings
delivered in 2021 is 28 units per month. Again, the projected absorption pace of 18.5 is well below that
benchmark. Therefore, we believe the Subject’s estimated absorption pace is reasonable.
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ASSUMPTIONS AND LIMITING CONDITIONS

1.

10.

Client provided development forecasts and other information, which we relied extensively upon in the
formulation of all analyses. We reviewed these documents and other relevant documents.

All documents were reviewed as of June 30, 2022. We assume final versions will be essentially the
same. If the final documents are substantively different than the draft documents, our conclusions
may be invalid.

The Financing Structure and terms as supplied by Client are assumed to be correct and the author
assumes no responsibility for legal matters, and renders no opinion of property title, which is assumed
to be good and transferable.

All information contained in our report which others furnished was assumed to be true, correct, and
reliable. A reasonable effort was made to verify such information, but the author assumes no
responsibility for its accuracy.

Possession of our report, or a copy thereof, does not carry with it the right of publication, nor may it be
reproduced in whole or in part, in any manner, by any person, without the prior written consent of the
author particularly as to value conclusions, the identity of the author or the firm with which he or she
is connected. Neither all nor any part of our report, or copy thereof, shall be disseminated to the
general public by the use of advertising, public relations, news, sales, or other media for public
communication without the prior written consent and approval of the author. Nor shall the author, firm,
or professional organizations of which the author is a member be identified without written consent of
the author.

The author of this report is not required to give testimony or attendance in legal or other proceedings
relative to this report or to the subject property unless satisfactory additional arrangements are made
prior to the need for such services.

The opinions contained in this report are those of the author and no responsibility is accepted by the
author for the results of actions taken by others based on information contained herein.

All applicable zoning and use regulations and restrictions are assumed to have been complied with,
unless nonconformity has been stated, defined, and considered in the author work-file.

It is assumed that all required licenses, permits, covenants or other legislative or administrative
authority from any local, state, or national governmental or private entity or organization have been or
can be obtained or renewed for any use on which the value estimate contained in this report is based.

Acceptance of and/or use of this report constitutes acceptance of all assumptions and the above
conditions. Estimates presented in this report are not valid for syndication purposes.
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Brad Weinberg, MAI, CVA, CRE, CSPO

Brad is a partner in the San Francisco office of Novogradac and currently splits his time between the
Government Consulting and Valuation Advisory Services (GoVal) group and the Data Analytics Group. Brad
has extensive experience in providing business and real estate valuation services, transaction support and
economic impact analysis services to both public- and private-sector interests. Prior experience includes
working at the local, state, and federal levels related to P3 projects. Brad worked extensively with the DoD to
provide consulting services on P3 projects including BRAC sites and site re-use through the enhanced use
leasing program (EUL).

In recognition of the importance of technology and automation in professional services, Brad also established
the Data Analytics Group (DAG). DAG specializes in automation, data science, and technology, within the
professional services industry. DAG has built custom software solutions as well as integrated off the shelf
software tools for both the firm and firm clients.

Brad’s previous experience includes working as a manager in the Washington, D.C., office of Ernst & Young
LLP and as a consultant to Kenneth Leventhal and Price Waterhouse Coopers. He received a bachelor’'s degree
in urban planning and a master’s degree in accounting and financial management from the University of
Maryland. He holds the CVA business valuation designation, is a certified real estate appraiser and is
a designated member of both the Appraisal Institute, holding the MAI designation, and the
Counselors of Real Estate, holding the CRE designation. Mr. Weinberg is also a Certified Scrum
Product Owner.

H. Blair Kincer, MAI, CRE (LEED)

Blair is a partner in the metro Washington, D.C., office of Novogradac in the company’s GoVal group, where he
specializes in four primary practice areas: market analysis and appraisal of various types of mixed-income and
affordable housing properties, new markets tax credit (NMTC) industry consulting, historic tax credit (HTC) industry
consulting, and market analysis and appraisal in the renewable energy industry. In the HTC and NMTC arena, Blair
specializes in various analyses involving evaluating debt and real and financial asset value. Further, he has
significant experience in analyzing commercial real estate assets involved in NMTC and or HTC redevelopment. His
experience in the renewable energy industry includes solar and wind-generation facility appraisals and impact
analyses of renewable energy services provided to affordable housing. Mr. Kincer, a certified LEED Green Associate,
brings to his practice a broad understanding of green building technologies, best practices and the LEED Rating
System. Blair is also a member for the Counselors of Real Estate and of the Appraisal Institute. Before joining
Novogradac, Blair was vice president of acquisitions for a regional developer, where he specialized in financial and
economic feasibility analysis. His responsibilities included finding and processing potential acquisitions for
rehabilitation using tax credit and tax-exempt bond financing. Blair served as a manager with Ernst & Young LLP,
where he performed portfolio valuations, market analysis and loan pool performance reviews. He also previously
held a position with PKF’s Hospitality Group. His areas of specialization included portfolio review, retail, and
hospitality. Blair received his bachelor's degree from West Virginia University and his master’'s degree from
Duquesne University. He is a member of the Appraisal Institute and a certified general appraiser in approximately
15 states.

Mathew A. Yunker

Matt is a manager in the Cleveland office of Novogradac in the company’s GoVal group, where he specializes in
valuation services, reasonableness testing, and economic impact analysis. Matt's expertise includes providing
reasonableness testing for proposed commercial, institutional, or mixed-use projects for proposed developments
using the NMTC and RTC equity sources. He also has extensive experience with economic impact for a wide range
of multifamily and commercial developments. Matt’s prior experience includes working as an associate developer
with experience in both commercial and multifamily development. Matt received his bachelor’s degree from The
Ohio State University.












EXHIBIT D
TO
EXCLUSIVE NEGOTIATION AGREEMENT

Midway Redevelopment

PROPOSED DEVELOPMENT DESCRIPTION REQUIREMENTS

Total site area

Building(s) square footages, heights and number of floors
Areas devoted to individual Programmatic Components
Number of hotel rooms

Number of residential units (market-rate and affordable)

Arena square footage, seating capacity and venue programming
Building materials to be used and type of construction

Parking details and locations

© © N o g s~ DN E

Vehicle site access

[EEN
©

Public open space and parks

11. Conceptual public access and activation plan demonstrating how the Proposed
Development will provide and manage access and activation to the general public throughout
the Site, including areas and/or amenities offered to the general public free-of-charge, at low
cost and market-rate

12. Location and type of any other public amenities and proposed infrastructure
improvements

13. Utility improvements and facilities, including electric power, natural gas, water,
wastewater, stormwater, solid waste, telecommunications and renewable energy

14. Construction information, including the length and phasing of demolition

15.  Construction or development and anticipated import and export of dirt, including
disposal site(s)

16. Stormwater BMPs
17. Shoring (temporary or permanent)
18. Number of construction-related parking spaces

19. Estimated number of daily vehicle and truck trips anticipated to occur at the height of
construction

20.  Construction laydown areas and locations and haul routes
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21. Conceptual drawings for the overall Proposed Development and each Programmatic
Component in sufficient detail to clearly illustrate the Proposed Development and each
Programmatic Component, including, at a minimum, all the following:

21.1. Site/Floor Plans. A site plan illustrating a comprehensive overview with
sufficient detail to understand the scope of the entire Proposed Development and, at a minimum,
clearly identifying locations and size of building footprints for each Programmatic Component,
areas proposed for public space, and parking area layouts with estimated parking space counts
and vehicular and pedestrian access. The site plan should clearly distinguish area allocations
among commercial uses, residential uses, service/parking, circulation and public areas. Site plan
and floor plans for each Programmatic Component, as applicable, that includes levels (do not
duplicate identical floor plans) and roof plans. Detailed floor plans are not required; however,
general outlines and perimeter information to collaborate illustrated elevations must be provided
(locations of windows, doors, shear walls, etc.).

21.2. Elevations. Colored architectural exterior elevations providing a comprehensive
view of the entire Proposed Development and illustrating proposed building massing, height,
materials and colors and related architectural elements. Elevations must match rendering on
perspective drawings. Elevations for each building face and enlarged elevations for all building
frontages shall be included. All elevations should identify base datum used in height,
measurements, colors and materials.

21.3. Context/Perspective Drawings. Three to five colored renderings and drawings
approximately thirty inches (30”) by forty-two inches (42”) and hard backed providing a
representative illustration of the Proposed Development, clearly showing massing and the
relationship of the Proposed Development in context to its surrounding environment with the
adjacent buildings and masses roughed in. Context elements do not need to be photo realistic
but must accurately convey the bulk, scale and character of the surrounding area. Developer
shall provide a minimum of one nighttime rendering for the overall Proposed Development.

21.4. Digital Format. All conceptual drawings described in this EXHIBIT D shall also
be submitted in high-resolution digital format(s) in addition to or as an alternative to the
format(s) described above.

21.5. General Requirements. All conceptual drawings, including site plans/floor
plans, elevations and sections must be legible, drawn to scale and be fully labeled and
dimensioned and shall include the date of plan preparation. Plans should typically orient north
up, one plan, one elevation or perspective per sheet (other than those floor plans noted as

“typical”).
21.6. Additional Drawings. City reserves the right to request additional and more
detailed drawings as necessary to conduct environmental review under CEQA for the Proposed

Development and to clearly identify any changes to the Proposed Development during the
Negotiation Period.
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EXHIBIT E
TO
EXCLUSIVE NEGOTIATION AGREEMENT

Midway Redevelopment

PRO FORMA REQUIREMENTS

1. Proposed Development:

1.1.  Market-Rate Housing: gross square feet, number of units, unit mix (including
number of bedrooms)

1.2.  Affordable Housing: gross square feet, number of units, unit mix (including
number of bedrooms) by affordability level

1.3.  Retail/office: gross square feet, net leasable square feet

1.4.  Hotel: gross square feet, number of rooms

1.5.  Arena: gross square feet, number of seats, venue programming

1.6.  Open space by type

1.7.  Parking: Include assumptions used for parking requirements for each use and
number of spaces, square footage by type (surface, structured, below grade) and any planned
shared parking arrangements

1.8.  Infrastructure scope

2. Development Phasing:

2.1.  Proposed phasing and development program assumed in each phase

2.2.  Phasing priority and sequence

2.3.  Planned timing for each phase, including assumed durations for pre-development
construction and lease-up periods

3. Sources and uses for each programmatic component for pre-development, construction
and stabilized periods, including as applicable:

3.1.  Sources and uses for infrastructure financing, as applicable

3.2.  Assumed public financing, subsidies or grants (sources of fund outside of private
capital)

3.3.  Equity and debt assumptions, including assumed rates/returns

4. Proposed Development budgets for each Programmatic Component and infrastructure,
including:

4.1.  Pre-development and construction phases

4.2.  Direct costs, such as site improvements, site building costs, tenant improvements,
demolition costs, furniture/fixtures/equipment, amenities and parking

4.3. Indirect costs, such as architecture/engineering, entitlement costs, permitting and
fees, legal, taxes, insurance and Developer overhead and Developer fees
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4.4.  Financing costs, such as loan fees, interest during construction and lease-up and
any costs associated with equity financing

4.5.  Confirmation and detail related to whether site improvements and infrastructure
costs are planned to be allocated to vertical development uses or whether certain site or
infrastructure costs will be financed separately

4.6.  Capitalized ground rent expenses (if applicable)

4.7.  ldentification of any temporary facilities or transition spaces proposed

5. Proposed ground rent to be paid to City, including:

5.1.  Assumed ground lease term

5.2.  Basis for proposed ground rent including but not limited to factor of land value,
revenue participation, etc.

5.3.  Commencement of ground rent payments

5.4.  Escalation of ground rent payments

5.5. Consideration relating to capital events, such as refinancing or sale of
improvements

6. Annual cash flow projections for each Programmatic Component that cover pre-
development, construction and the first 10 years of operations, including:

6.1.  Pre-development and construction expense outflows

6.2.  Identification of stabilized year for each Programmatic Component

6.3. Clear escalation, lease-up revenue, operating expenses, capital reserve
assumptions, exit and target developer and investor return targets

6.4.  Operating subsidies (e.g., project-based vouchers)

6.5.  Ground rent payments

6.6.  Calculated net operating income net of ground rent payment

6.7.  Calculated debt service payments

6.8.  Capital reserve funding

6.9.  Valuation/sale events and related proceeds

6.10. Calculated levered and unlevered internal rates or returns or other return metrics
targeted by Developer, such as cash multiples or return on investment/cost

EXHIBIT E
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