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. OTHER AGREEMENTS

This Report sets forth the complete, Integrated agreement between JCPLGS and the Parties. Evidence of prior or
contemporaneous statements, representations, promises or agreements shall not be admissible to vary the tems of this written
agreement. This agreement may not be changed or amended except by a wiitten document signed by an authorized
representalive of JOP-LGS and the Parties. In the svent that any dispute arises between JCP-LGS and any Parties arising out of or
relating ta this Report or its subject matter, or any acl or omission of JCP-LGS, the prevailing party shall be entitled to recover his,
her or its reasonable costs, including atterneys’ feas, from the losing party.
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SAN FRANCISCO, SAN FRANCISCO COUNTY, CA Report Date; 08/12/2013

Report Number: 1348149

California Property Tax Disclosure Report™

The parties for whom this Report was prepared are the owner ("Seller”) of the Resldentlal Property
{("Property”) on the Report Date , the buyer (‘Buyer’) of the Residential Properly from Seller as of the Report
Date and their respective licensed real estate agents (*Agents”). Seller, Buyer and the Agents are sometimes
referred to herain as "Parfy” or “Partles.”

PART 1. INTRODUCTION AND SUMMARY:

This Report discloses the results of an electronic search of specified government lists ("Databases"} containing real
property tax [nformation and geographic data conceming the Residential Property. To understand the information
provided, please read this entire Report.

The Residential Property:

A. 1S @ IS NOT |:| Subject to one or more Mello-Roos Community Facilities Districts.
B. S D IS NOT |z| Subject to one or mare 1915 Bond Act Assessment Disiricts.

C. 1S E‘ IS NOT D Subject to other direct assesasmenis,

D. 15 I:I ISNOT[X| Subject to SRA Fire Prevention Fee

For more detailed information as to the foregoing determinations, please review Parts 2 and 2 and 6.

THIS IS A DATABASE REPURT OMNLY: The tax information in this Report only provides information derived from
County Tax Assessor's Databases (‘Databases") ideniified in this Report. While JCP-LGS has made good faith efforts
to repart from the Databases as accurately as possible, the quality, accuracy, and currency ("Database Date™ of the
information contained in these Databases can vary greatly. For more information regarding a specific Database,
please read Part 2 of this Report.

LIABILITY PROTECTIONS: Upon consummation of the sale of the Residential Property ta Buyer (“Sale Date"), the
Pariies involved in that sale are protected against loss caused by an error In this Repart as specified in Part 8 entitled
"Methods and Limitations.” The Paities understand that this Is a report product and not an insurance policy.

This Report satisfies Seller's obfigations to disclose (a) Mello-Roos and 1915 Act Bond Assessments
applicable to the Residential Properly as required by California Civil Code Section 1102.6b, and
{b} Supplemental Taxes as required by California Civil Code Section 1102.6¢.

BUYER'S ACKNOWLEDGEMENT
Buyer(s) acknowledge(s) receipt of this California Property Tax Disclosure Report™ as well as
the Notice of Special Tax and Assessment contained herein by his/her/their signature(s) on the
Natural Hazard Disclosure Statement (NHDS) Form that is a part of this report package.
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PART 2. NOTICE OF SPECIAL TAX/ASSESSMENT

TO THE PROSPECTIVE PURCHASER OF THE RESIDENTIAL PROPERTY AT THE ADDRESS REFERENCED
ABOVE:

THIS IS A NOTIFICATION TO BUYER PRIOR TO PURCHASING THE RESIDENTIAL
PROPERTY.

If the Residential Property Is within a Mello-Rons Community Facilities District (CFD), it is subject to a special tax that
will appear on the property tax bill. This special tax is in addition to the ad valorem property taxes and any other
charges and benefit assessments that will be ftemized on the properly tax bill and the procesds of this fax or
assessment are used to provide public facilifies or services that are likely to particularly benefit the real praperty, This
special tax may not be imposed on all parcels within the city or county where the property is located.

The current tax levy, maximum fax levy, the maximum tax escalatar, and the authorized facilities and/or services
which are being paid for by the special taxes are indicated below. THE BUYER SHOULD TAKE THIS TAX AND THE
BENEFITS FROM THE PUBLIC FACILITIES AND SERVICES FOR WHICH 1T PAYS INTO ACCOUNT IN DECIDING
WHETHER TO BUY THE RESIDENTIAL PROPERTY.

START DATE [ CURRENT TAX CURRENT YEAR
AGENCY FACILITIES ANDIOR SERVICES | (STARTDATES RENT AIRENT YEAR

SFUSD GFD 901 REPAIR, RESTORATION AND 165011981 $33.30 $33.30 PER SFD
REPLACEMENT OF FACILITIES 2020/2034
DAMAGED BY EARTHQUAKE.
SENIOR EXEMPTION
AVAILABLE.

MAX. TAX ESCALATOR CONTACT PHONE NUMBER ACCELER";I,E@ g‘;ﬁﬁg;'OSURE
CPY, BUT NO MORE THAN SFUSD (@15) 241-6480 YEs
29,

Note: If "yes™ is marked under Accelerated Foraclosure, please see Section C for more detfailed information.

Datahase Date: 2012-2013

e
i B
Sy

If the Residential Property Is within a 1915 Bond Act Assessment District, this assessment district has issued bonds to
finance the acquisition or construciion of certain public improvements that are of direct and special benefit to all real
propetty within the assessment district. The bonds will be repaid fram annual agsessmeni instaliments againat the
property within the assessment district.

Annual assessment installments of such an assessment district will appear on the reat property tax bills and are in
addition to the ad valorem property taxes and any other chaiges and levies that will be liemized on the propery tax
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bill. If the assessment installments are not paid when due each year, the Residential Property may be foreclosed
upen and sold.

The annual assessment installment against the Residential Property and the public facilitles that are being financed by
the proceeds from the sale of bonds that are being repaid by the assessments are indicated below,

THE BUYER SHOULD TAKE ANY ASSESSMENT(S) AND THE BENEFITS FROM THE PUBLIC FACILITIES FOR
WHICH IT PAYS INTO ACCOUNT IN DECIDING WHETHER TO EUY THE RESIDENTIAL PROPERTY.

This Residential Property is NOT SUBJECT to 1915 Bond Assessment Districts

A COPY OF THE RESOLUTION CONFIRMING ASSESSMENTS THAT SPECIFIES MORE PRECISELY HOW THE
ASSESSMENTS ARE APPORTIONED AMONG PROPERTIES IN THE ASSESSMENT DISTRICT CAN BE
OBTAINED BY CALLING THE CONTACT NAME AND NUMBER LISTED ABOVE. THERE MAY BE A CHARGE
FOR THIS DOCUMENT NOT TO EXGEED THE ESTIMATED REASONABLE COST OF PROVIDING THE
DOCUMENT

EES

Certain assessment or bond issues may contain accsleraied foreclosurs lisns which have priorily over other real
property taxes and are a legal right included as part of the security for the obligation. The issuers of such bonds are
often contractually required fo monitor and collect delinquent assessments quickly. Accordingly these assessments
are not subject to the five (5} year waiting period applicable to ad valorem real property taxes. If the real property Is
subject to such an assessment and the taxes are not paid promptly, the real property may be foreclosed upon and
sold at public auction on an expedited basis. Therafore, it Is extremely important that the real propetty tax bill be
naid on time to prevent the aceaslerated fareclosure, ’
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California Property Tax Disclosure Report ™

PART 3. CURRENT PROPERTY TAX BILL SUMMARY

The following is a summary of Database information obtained from the SAN FRANCISCO COUNTY Secured Praperty
Tax Rolt for Tax Year 2012-2013 ("Database Date"). This summary is provided for informational purposes anly. The
summary includes Ad Valorem taxes which are basad on the property’s Assassed Value as well as other Non- Ad
Valorem Direct or Special Assessments. Upon transfer of ownership, the Assessed Valus may be reset to the Current
Market Value or Sale Price which can result in a subsiantial change in the Ad Valorem taxes assessed. Pleass see
Parts 4 and 5 of this Report for more information regarding Ad Valoren taxes and Supplemeantal taxes.

Total Assessed Valua: $756,778

1%t Installment Due 11/01/2012 $ 4,547.35
2nd [nstallment Due 03/01/2013 $4,547.34
Total Annual Tax Liability $9,094.69

General Ad Valorem Taxes

AGENCY DESCRIPTION AMOUNT CSS;Q‘E’T
SAN FRANCISCO COUNTY GENERAL AD VALOREM TAX AND VOTER $8,847.49 (415) 554-4400
APPROVED BONDS
TOTAL AD VALOREM TAXES | $8.847.49

Direct and/or Special Assessments

AGENCY DESCRIPTION AMOUNT CONTACT
PHONE
SF - TEACHER SUPPORT SPECIAL ASSESSMENT $213.90 | (415) 355-2203
** SFUSD CFD 20-1 MELLO ROOS COMMUNITY FACILITIES $33.30 | {415) 241-6480
DISTRICT
TOTAL DIRECT ASSESSMENTS $247.20

** Indicates Mello Roos or 1915 Bond Act Assessments. See Part 2 “Notice of Special
Tax/Assessment” for additional information regarding these items.

B.=Available S

Certain districts that levy special taxes or assessments may offer exemptions to Senior Citizens. These exemptions
can result in substantial savings to qualified tax payers. The filing of an application along with annual renewal may be
requirad. Below is the contact information for requesting details on filing exemptions for districts that may offer a
Senior Cifizen Exemptian. Additional Direct Assessment Districts may offer exemptions. Therefore you may want to
contact the districts to determine thelr palicy on Senior Citizen Exemptions

| AGENCY | DESCRIPTION |_AMOUNT | CONTACT |
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SAN FRANCISCOD, SAN FRANCISCO COUNTY, CA Report Date: 06/12/2013
Report Number: 1348149
PHONE
SFUSD CFD 90-1 Repair, restoration and replacament of $33.30 | (415) 241-8480
facilities damaged by earthquake. Senior
axemption available,
See Part 4B for additional information on other exemptions that may be available to Buyer.
Page & of 12
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PART 4. ESTIMATING PROPERTY TAXES AFTER THE SALE

PROPERTY TAX ESTIMATOR

The following calculation method is provided io assist Buyer in estimating the approximate amount of property tax
charges that the Residential Property may be subject to for the upcoming tax year basad on the assessed valuation
being equal to the sales price. The amount derived is only an estimate and is not a substitute for a tax biil from the
County, nor does it anficipate new property tax charges, fees or cther changes in tha properly tax rates for future tax

years.

1 Eslimaited Sales PrCE... ..o eesr s see e e e . 1 %

2  Estimated Ad Valorem TaX Rate ..o vveree s ns vesmeae . 2 0.01169

3 Multiply Bne 1 by line 2. This is your Estimated Ad Valorem Tax......... L 3 $

4 Direct Assessments including Mello Roos Special Taxes and . 4 $247.20
1915 Bond Assessments if appleable......cooovv e ee e

5 Addlines 3 and 4. Total Estimated Annual Tax Amount After Sale = 5 3

The information in this subparagraph A is an estimate only. The purpase of this "ESTIMATOR” is to assist Buyer in
planning for properly taxes which will be applicable after the Sale Date. This "ESTIMATCR” requires the Buyer's
projeciion of the purchase price of the Residential Properly. Please note that potential exsmptions and exclusions are
not reflected in this estimate. Additionally, undeveloped or recently developed propertiss may he subject to additional
Direct Assessments not included in this estimate. JCP-LGS is not responsible or liable for any losses, liabilities or
damages resulting fram use of this Property Tax Esfimator.

California faw provides certain exemptions from reassessments. The following is a list of common exemptions which
may be available:

] Homeowner exemption (California Constitution Art XII[, §3 & R&T Code §218)
= Honorably discharged veterans (California Constitution Art XIHI, §3 & R&T Code §205)
= Disabled veterans (California Constitution Art XIli, §4 & R&T Code §205)

California law also provides certain exclusions fram reassessment. The following is a list of common exclusions which
may be available;

Persons over 55 years of age (R&T Code § 69.5)

Severely and permanently disable persons (R&T Code § 69.5(a))

Transfers between parents and children and grandparents and grandchildren (R&T Code § 83.1)
Transfers into revocable trusts (R&T Code § 62)

interspousal transfers (R&T Cade § 63)

Improvements for seismic refrofitting (R&T Code § 74.5)

Improvements for disabled access (R&T Code § 74.3)

Replacement of property damaged or destroyed by disaster (R&T Code § 69)
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[n arder {o determine if Buyer may qualify for any exemptions or exclusions or to obtain a comprehensive list of
available exemplions and exclusions, please contact the county tax assessor's office ((415) 554-4400) or visit the
county website at hitp.ffiwww.sfassessor.org/, Additional information is also available on the website for the Califarnia
Board of £qualization at www.boe.ca.qov

PART 5. SUPPLEMENTAL TAX INFORMATION

TR ET R Lyt e e i zees

ATIONREGARDIN MEN

California law mandates the county assessor to reappraise real property upon a change in ownarship or completion of
new consiruction. The assessor’s office issues a supplemental assessment which reflects the difference between the
prior assessed value and the new assessmant. This value Is prorated based on the number of months remaining in
the fiscal tax year which ends June 30,

Notices of the supplemental assessment are mailed out to the property owners prior to the issuance of the
supplemental {ax bill or refund if the vaiue is reduced. The taxes or refund based on the supplemental assessment are
in addition to the regular annual fax bill.

The supplemental tax will be due from the current owner in addition to the regular tax assessment. Accordingly for the
first year of ownership, Buyer should plan for this additional payment.

The following notice is mandated by California Civil Code Section 1102.6¢:

NOTICE OF YOUR ‘SUPPLEMENTAL’ PROPERTY TAX BILL

“California property tax law requires the Assessor to revalue real property at the time the cwnership of the
property changes. Because of this law, you may recelve one or fwo supplemental tax bills, depending on
when your foan closes.

The supplemental tax bills are not mailed to your lender. If you have arranged for your property tax payments
to be paid through an impound account, the supplemantal tax bills will not be paid by your lender. It is your
responsibility to pay these supplemental hills directly to the Tax Collector.

If you have any question concerning this matter, please call your local Tax Assessor or Collector's Office.”

SAN FRANCISCO County Assessor
Phane: {415) 554-4400
Website: htlp:/fwww.sfassessor.org/
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The following schedule is provided to sstimate the potentlal amount of the supplemental taxes on a given property
and does NOT include the amount of the regular annual ad valorem property tax. The following calculation provides
an estimate of the supplemental property taxes that can be expected during the first year of cwnership, and should be
used for planning purposes only.

1 Estimated Sales Price..........c.ccoevivicvnrcesimscviirsrveissn . @ 1 §
2 Eslimatad Current Assessad Value........ccnrvimmninivninnn @ 2 $756.778
3 Subtract ine 2 from line 1.
Estimated Supplemental Assessed Valug .....cociiecvnvcvvvcecvenn 8 3 %
4 Muitiply line 3 by 001169, (The Estimated Ad Valoram Tax Rate

for the Residential Property)
Estimated Full-Year Supplemental Tax Obligation ..., s 4 3%

If the Sale Date for the Residential Property falls during the months of January through May, Buyer will
receive TWO supplemental tax bills: (a) one for the current partial tax year; and (b} one for the next full tax
year. The supplemental taxes can be estimated by completing lines & through 8 below:

5 Enter the Month-of-Sale Factor from TABLE 1 below......cooeeenc® 5
6  Multiply line 4 by fine 5.

Estimated Supplemental Tax Bl #1..cceicceeeeeeeeeveveee 8§
7 Enter the amount on line 4.

Estimated Supplemental Tax Bl # 2..cococvivvcevcveecceeeeeeeee8 7 &
8 Addlines 8 and 7. Tolal estimated Supplemental TaxBill........a 8 &

If the Sale Date for the Residential Property falls during the months of June through December, Buyer will
receive ONE supplemental tax bill. The supplemental tax can be sstimated by completing lines 8 and 10

below:
© Enter the Month-of-Sale Factor from TABLE 2 balow. .evevveeveenen. .9
10 Multiply line 4 by lne 9.
Total Estimated Supplemental Tax Bill ..o e s « 10 %
TABLE 1. Month-of-Sale Factor TABLE 2. Month-of-Saie Factor
Jan 04167 Jun 1.0000
Feb 0.3333 Jul 0.8167
Mar 0.2500 Aug 0.8333
Apr 0.1667 Sep 0.7500
May 0.0833 Oct 0.66687
Nov 0.5833
Dec 0.5000

The information in this subparagraph C is an astimate only. The purpose of this "ESTIMATOR” is to assist Buyer in
planning for the supplemental taxes. The estimated supplemental tax is not a substitute for the supplemental bill and
may not be relied upon as such. This "ESTIMATOR" requires the Buyers prolection of the purchase price of the
Residential Property as well as month in which the transaction will be consummated. Please note that potential
exempfions and exclusions are not reflected in these estimations, JCP-LGS is not responsible or liable for any losses,
liahilities or damages resulting from use of this Supplemental Tax Estimater.
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PART 6. STATE RESPONSIBILITY AREA FIRE PREVENTION FEE

Pursuant to Chapter 1.5 (commencing with Section 4210) to Part 2 of Division 4 of the Public Resourcas Code, the
State of California shall charge an annual "Fire Prevention Benefit Fee” (“Benefit Fee”) on each eligible habitable
structure on a parcel that is within a State Responsiblity Area ("SRA"™ as defined in Section 4102 of the Puhiic
Resources Code, commencing with the 2011-2012 fiscal year, For an explanation of the SRA, refer to Page 8 of the
Natural Hazard Disclosure Report, under "Wildland Fire Area (State Responsibility Area)”. The Fee Amount and a
Fee Exemption (explained below) were implemented in an emergency regulation adopted January 23, 2012 by the
State Board of Forestry and Fire Protection ("Board").

Fee Amount: A Benefit Fee of one hundred-fity dollars ($150) shall be charged on sach habitable structure within an
SRA, including single-family homes, multi-dwelling structures, mobile and manufactured homes, and condaminiums.
This is not a "per parcel” fes, but a levy on each structure (if any) on the parcel within an SRA which the State
determines to be habitable.

Fee Exemption: Property owners of habitable structures within a SRA and also within the boundaries of a local
agency that provides fire protection services shall receive a fee reduction of thirty-five dollars ($35) per habitable
structure.

e e

The fees collected, other than that ratained by the BOE necessary for payment of refunds and expenses incurred in
the collection of the fee, shall be deposited into the State Responsibility Arsa Fire Prevention Fund In the State
Treasury. This Fund shall be used by the Board and the Department of Forestry and Fire Protection ("CatFire™ to
finance the cost of specified fire prevention activities that will benefit the owners within the SRA who are required to
pay the fee, including such activities as public education programs and local fire prevention prejects to reduce fire risk
in SRAs,

On July 1, 2013, and annually thereafter, the Board shall adjust the annual amount of the Fire Prevention Fee to
reflect the percentage of change in the average annual value of a specified standard price index as reported by the
Department of Finance. Commencing with the 2012-13 fiscal year, if there are sufficient amounts aof maneys in the
SRA Fire Prevention Fund to financa the costs of specified fire preventian activities for a fiscal year, the BOE would
be prohibited from collecting the fee for that fiscal year.

Appeals Process: A person from whom the Benefit Fee is to he due may petition for a redetermination of whether this
fee requirement applies to the Property. To appeal, the owner must submit within 30 days after the date of service of the
determination a written pefifion stating the specific grounds upon which the appeal is founded and include supporting
documentation, The petition must be sent to the address indicated by CalFire which may be the address of CalFire's
Designated Fee Administrator.

Database Date: August 2012

This property is not located in a State Responsibility Area.
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PART 7. PRIVATE TRANSFER FEE ADVISORY: DISCLOSURE REQUIRED
EFFECTIVE JAN. 1, 2008

Private Transfer Fee. This is a fee imposed by a private entity such as a property developer, home builder, or
homeocwner association, when a property within 2 certain type of subdivision is sold or transferred. {{t is commonly
known as a "Private Transfer Tax") It is NOT the same as a city or county Documentary Transfer Tax. A Private
Transfer Fee may apply in_addition to government Documentary Transfer Taxes that are due upon sale or ransfer of
the Properiy.

Transfer Fee Defined. California Civil Code Seclion 1088 defines a "Transfer Fee™ as “any fee payment requirement
imposed within a covenant, restriction, or condifion contained in any deed, contract, securily instrument, or other
document affecting the transfer or sale of, or any interest in, real property that requires a fee be paid upon transfer of
the real property.” Ceriain existing fees such as governmental fees, court ordered feas, mechanic lien fees, common
interest development fees, etc. are specifically excluded from the definition of “Transfer Fee.”

Effective January 1, 2008, if the payment of any Transfer Fee is required in the sale or transfer of the
Property, Civil Code Section 1102.6e requires Seller to notify Buyer of the existence of the fee and to
disclose certain specific information about the fee.

Content of Disclosure. Civil Code Section 1102.6e requires the Seller to disclose specific information about any
Transfer Fee that may affect the Propeny. If a Private Transfer Fee affects the Property, refer to C.A.R. Form NTF {11/07),
provided by the California Association of Realtors®, for a standard farmat to use in making the Transfer Fes disclosure.

How to Determine the Existence of a Transfer Fee. If a Transfer Fee does exist affecting the Property, the
document creafing the fee may be on file with the County Recorder as a notice recorded against the Property and
should be disclosed in the preliminary (title) rapori on the Praperty. However, the prefiminary (title) report will meraly
disclose the existence of the documents affecting fitle, not the content of the documents. The title of a document may
also not be sufficient to disclose fhat a Transfer Fee is included in ifs terms. Accordingly Sellsr should (a) request the
fitlte company which issued the preliminaiy (title) report to provide copies of the documents shown as "exceptions,”
and (b} review each document to determine if it coniains a Transfer Fee.

Parties are advised that decuments regarding any Transfer Fee should he obtained early in the sale process in
order fo avoid delays in the transaction process and to ensure full disclosure as required hy law.
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PART 8. METHODS AND LIMITATIONS -- PLEASE READ!

This Part will summarize (a) the methods used in creating this Report, (b) the limitations with respect to the data
provided, and {(c) the responsibilities and liabilities of JCP-LGS under this Report. Flease read this entire Part 8
carafully to understand the limitations of this Report and JCP-L.GS's responsibilities.

A, LmTAaTIONS On TAX INFORMATION

JCP-LGS has accurately reported the informafion in the Databases as of the dates of each Dalabase as specified in
Part 2 (*"Database Dates™). With respect o the Databases, it is important to understand that:

+ The Databases may not be accurate, current, fully detailed, or complets.

A parcel of real property may be subject to an assessment district that has been approved but not created as
of the Report Date.

Changes may have o¢curred in the Daiabases since the Database Date specified above.

There may be other governmental databases with relevant infarmation which are not included in this Report.
Personal property taxes are not included in this Report.

Supplemental taxes can be assessed based on improvements ta the real property after thay have besn

completed and the assessor becomes aware of same. Supplemental taxes are not included in the
Databases.

« Assessment districts which have been created but not funded are not included.

® & »

B. JCP-LGS DoEs Nor CoNsTANTLY CHECK DATABASES FOR CHANGES

Each Dafabase used in this Report Is updated by the applicable governmental agency at various infervals as
determined by that agency having responsibility for the database (“Responsible Agency™) and may be updated at any
time and without nofice. JCP-LGS maintains an update schedule and makes reasonable efforts to use updated
infoiiation bui i cannot feasibly do $0 on a constant basis, and the complexities of obtalning and adapting the data
inte a usable format for preparing this Report necessitates some delay once the updated information is obtained. For
these reasons, JCP-LGS reporis infarmation as of the date when the Database was last updated by JCP-LGS which
specific date is specified as the “Database Date” for each Database in Part 2.

€. LIMTATIONS [N THIS REPORT

JCP-LGS does not make any representations as fo:
= The accuracy, validity or completeness of the Databases,
= Any information in a Database after the Database Date for that Database.
»  Any information regarding the Residential Property affer the Report Dats.

This Repert only provides informaticn electronically derived from the Databases in accordance with the Methods and
Limitations.

D. OwnLY THE PARTIES MAY RELY ON THIS REPORT

This Report is valid, the Parties may rely on the Report, and a contract Is formed with JCP-LGS, only upon receipt by
JCP-LGS of payment of the full price of the Report.

This Report may be relied upon only by the Parties o the transaction for which it has been purchased. This Report
cannot be relied upon (a) by any persons cther than Seller, Buyer and their Agents, (b} for any other real property, or
{c) for any future transactions invalving the Residential Property. The price paid for the Report does not include any
amounts for protection of such other parties.

Page 11 of 12
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Y oS ures.corm California Property Tax Disclosure Report ™
Property Address: 1015 CAROLINA ST, APN: 4161-042
SAN FRANCISCO, SAN FRANGISCO GOUNTY, CA Repott Date: 06/12/2013

Report Number: 1349149
E. LIMITATIONS ON JCP-LGS'S LIABILITY

Given the limited nature of this Report, and the fact that JCP-LGS is reporting, not assuming liability, JCP-LGS is not

responsible for:
= Any inaccuracies or incompleteness of the information in the Databases.
*  Inaccurate address information provided for the Residentfal Proparty.
= Any other information not contained in the specified Databases,
= Any information known by one of the Parties.
n

Any changes to the information in the Databases after the Database Date.

This Report is not an insurance policy and does not provide the same protections as an Insurance policy. It does
not obligate JCP-LGS fo defend any Party agalnst any claims, and JCP-LGS shall not have any duty to defend
against any claims pursuant to Califernia Civil Code § 2778 or otherwise. The price of this Report has not been based
upon any responsibility for defense costs, nor for assumption of all tax liability. The premium for an insurance product
would be significantly greater than the cost of this Report. The Parties acknowledge that claims for damages beyond
actual losses can significantly increase the costs of Reports and make prompt resolution of claims more difficult. In
order to induce JCP-LGS to provide this Report for the price charged, and to help streamline the process of resolving
any disputes between the Parties and JCP-LGS, Buyer, Seller and Agents agree that if there is a material error or
omission in this Report;

=  The Party who suffers damages as a result of such error or emission shall be antitled at most to
recover from JCP-LGS the actual proved damages measured by the difference in the fair market value
of the Residential Property as of the Report Date, caused by the error or omission but not in excess

of the present value of the total fax amount under-reported which would payable for a five (5) year
period.

* JCP-LGS shall not be liable for indirect, consequential, or punitive damages (including, but not
timiied (o, emotional distress or pain and suffering).

JCP-LGS shall not be liable fo a Parly for any matters known to that Party or its Agent {including errors in this Report)

and not disclosed in writing to hoth the other Partles and JCP-LGS prior to the date the Residential Proparty is sald by
Seller fo Buyer.

F. SeLLER AND SELLER'S AGENT'S RESEONSIBILITY OF FULL DISCLOSURE

Sellers of real property and their Agenis should always fully disclose ali material facts regarding the real property
which they are selling. Regardless of the information in this Report, if Seller or Sellers Agsnt has any actual
knowledge of tax information potentially affecting the Resldential Property, that information shoutd be promptly
disclosed in writing to the Buyer and the Buyer's Agent.

G. OTHER AGREEMENTS

This Report sets forth the complete, integrated agreement hetween JCP-LGS and the Parties. Evidence of prior or
contemporansous statements, representations, promises or agreements shall not be admissible to vary the terms of
this written agreement. This agreement may not be changed or amended except by a written document signed by an
authorized representative of JCP-LGS and the Parties. In the event that any dispute arises between JCP-LGS and
any Parties arising out of or relating to this Repart or its subject matter, or any act or omission of JCP-LGS, the
prevailing party shall be enfitied to recover his, her or its reasonabla costs, including attorneys’ feas, from the losing
party.

if any provision of this Report, or its application to any circumstance, is held to be invalid, unenforceable, or void, the
remainder of this Report shall remain in full force and effect and enforced to the fullest extent possible.

Page 12 of 12

©2H3 ~ JCP-LGS Property Disclosure Reports - 200 Cemmeicoe lrvine, GA 92602 Phane: (800) 748 5233 Fax: {800) 329 9527



Authentisign ID: FO1M2165E-F329-44B4-90D6-90EB5132E797

JCP-LGS Residential Property Disclosure Report
The EnviroCheck Report™

’ﬁ*"@éd{scm{‘%mm For SAN FRANCISCO COUNTY

Property Address: 1015 CAROLINA ST, APN: 4161-042
SAN FRANCISCO, SAN FRANCISCO County, CA 94107 Report Date: 06/12/2013
{"Residential Property”) Repart Number: 1349149

INTRODUCTION AND SUMMARY
The parties to the Transaction to which this Report applies {*Pariies") are tha owner of the Rasidential Property on the Report
Date (“Seller”), the buyer of the Residential Property under confract of sale as of the Report Date (“Buyer”} and thelr respective

flicensed real estate agents ("Agents”). JCP-LGS and the Parties are the parties to the contract that is entered into by the
purchase of this Report,

SUMMARY OF DETERMINATIONS
The Residential Property:

15 Iz] IS NOT I:l within ¥ mile of 2 known leaking underground storage tank Site(s).
5[] i1sNOT{X]| within one (1.0) mile of a "Superfund™ or RCRA Corrective Action sits(s).

15 [] 1SNOT[ |  within % mile of Site(s) other than thase above that are listed in the databases
specified in the Explanation of Databases Used in this Report.

1| | 1ISNOT[X]  within % mile of a mapped oil or gas weli(s).

IS[X] ISNOT[ |  within 2,000 feet of a Gas Transmission or Hazardous Liquid Pipsline(s)
depicted in the National Pipeline Mapping System,

For more detailed information as to the foregoing determinations, please read this entire report.

JGP-LGS prapared this Repart. The Parlies are protected by JCP-LGS's Professional Liabifity insurance Policy far damages to
the extent they are caused by JCP-LGS's negligent acts, errors or omissions in the performance of our services and subject to
the limitations of this report.

Determined by JCP-LGS Disclosure Reports. / %

Greg Rufe, Chief Operating Officer
JGP-LGS Disclosure Reporis

BUYER'S ACKNOWLEDGEMENT

Buyer(s) acknowledge(s) receipt of this EnviroCheck Report™ by histherftheir sighature(s) on the Natural Hazard
Disclosure Staiement (NHDS) Form that is a part of this report package.

ENVIROCHECK REPORT - Page 10f 18

©2013 - JCP-LGS Properly Disclosure Reparts - 200 Commarca Irvine, CA 92602 Fhone: (800) 748 5233 Fax: (800) 320 9527



Authentisign ID: FD12165E-F929-44B4-90D6-90EB5132E797

@ [y JCP-LGS Residential Property Disclosure Report
N et The EnviroCheck Report™
W'%m For SAN FRANCISCO COUNTY

Property Address: 1015 CAROLINA ST, APN: 4161-042

SAN FRANCISCO, SAN FRANCISCO County, CA 94107 Report Date: 06/12/2013

(“Residential Propariy™) Report Number: 1349148
ABOUT THIS REPORT

THIS IS A DATABASE REPORT QNLY: This Report only provides informatian from the Databases identified in this
Report. While JCP-LGS has made good faith afforts to report from the Databases as accurately as possible, the quality,
accuracy, and currency of the information contained in these Databases can vary greatly. For more information regarding a
specific Database, please read the section below entitied "Explanation of Databases Usad.”

NOT AN INSPECTION REPORT: This Report is not the same thing as a physical inspection report or a full enviranmental
assessment report JCP-LGS has not physically inspected the Residential Property ner the Sites. This Report only
summarizes the information from governmental Databases using the Point Source methodology described belaw to detarmine
the proximity of Sites to the Residential Property,

LIABILITY PROTECTIONS: Upon purchase of this report and consummation of the sale of the Residential Property to

Buyer ("Sale Date”), the Parties involved in that sals are protected against loss caused by any eiror in this Report as specified
in the section below entitled "Methods and Limitations.”

NOT AN INSURANCE POLICY: This Report is a binding contract but s not an insurance policy. The price charged for the
Report does not cover the costs that would be necessary to provide all of the protections of an Insuranse policy.

UNDERSTANDING THIS REPORT: To understand the infarmation in this Report, It Is imporiant to read the entire Report.

POINT AND LINE SOURCE METHODOLOGY: This Report does not Identify the precise areas actually contaminated
by an environmenlal hazard, rather, as 3 reasonable approximation, it identifies as “point sources® for contamination those
Sites identified in 2 specific Database, such as a leaking underground tank on a specitic propeity. The peint sources identiffed
In this Report may not precisely reflect the location of the sourca of contamination on the Site, nor will they describe the spread
of any contamination from the source. In addition, any peint source that lies beyond the standard 14, 1/2 or 1.0 mile radius
distances considerad here will not be reflected in this Report--even if it is known o be the origin of a larger contaminated area,
Point sources are included in this Report as of the time they are identified in the government lists consulted by JCP-LGS. if a
hox is checked “18" on the above Summary of Determinations, JCP-LGS recommends further investigation of that Site. Please
note that the Gas Transmission and Hazardous Liquid Pipefine disclosure is based on the Property's lccation with respact to
"line sources” represented in that Database.

Some official lists may include Sites that have been closed or otherwise cleaned up, or are shimply being monitored or
regulated with no known contamination.

ENVIROCHECK REPORT - Page 2 of 18
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P JCP-LGS Residential Property Disclosurs Report
A ¥ disclostiras.com The EnviroCheck Report™
? m For SAN FRANCISCO COUNTY
R -
Property Address: 1015 CAROLINA ST, APN: 4161-042
SAN FRANCISCO, SAN FRANCISCO County, CA 94107 Report Date: 06/12/2013
(“Residential Property™) Repart Number: 1345149

THE ENVIROCHECK REPORT™
TABLE OF CONTENTS

This Report Includes the sections identified in this Table of Contents and is not camplets if any one of these paris is missing.

Sections PAGE
Intraduction & Summarizes the environmental Database search resuUts. ........veeveevieveeren s 1
Summary
About this Report Provisions defining the scope and purpose of thig report. .......ooccevee v eeevesirenes 2
Tahle of Contents a
Site Map Map of Sites found in the government records SEarCh... ..o oo e eee et oo rree s 4
Site List List of Databases searched and contaminated or potentially contaminated Sites found 5-6
to be within specified distances of the Residential Property...... ... ce e vveeeee e ore e
Unlocatabte Sites List of Sites missing key location INFATMEAHION. .. ... coe.iveevie e e ee e e reaes e se s 7-8
0il & Gas Wells Gil and Gas Well Locations within 1/4-milg of Property............ ]
NPMS Pipalines NPMS Gas Transmission and Hazardous L:qu:d Plpelrnes within 2,000 feet of the 10 - 11
Property... et
Explanation of Bescription of the environmental Databases from which this Report was prapared...... 12-15
Databases Used
Guide to Environmental Explanation of environmental hazard issues {available onling).......ooecveveeeecvrcveveeers 15
Hazards
Methods and Explanation of the Meathods and Limitations in this Raport...... .. ceeee v v e cer e 16 - 18
Limitatlons
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1015 CAROLINA 8T, SA

VAP OF SITES FOUND AROUND PROPERTY AT:

N FRANCISCO, CA 94107
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NOTE: The foregoing map may show more sites than are reporfed

In the listing below. The map shows all sites found within
the square coverage area. The listing below reports only those sites found within the standard radius search distance for the
database listed, which covers a smaller arsa. Sites outside of that standard radius search distance are not listed below. The
standard radius search distances for point sources are defined by the U.5. Environmental Protection Agency's "All Appropriate
Inquiries” (AAI} guidelines. The AAI standard search distance differs batwaen database calegories, depending upon degree of

potential hazard, Pipeline search distance (2,000 fest, red dashed ci
section called "Explanation of Databases Used" for the actual standa

rcle on map) compiies with U.S. bill H.R. 22 {Speier). See

rd search distance used for each database category.
[ ] (NFL) Federal National Priorilies List or *Superfund™ siles FY (SWIS} Softd Waste Landfill Facifitles
o (RCRA COR} Corrective Aclion Sites | (SLIC) Spills, Leaks, (nvestlg. & Cleanup
g (LUST) Leaking Underground Storage Tanks @ California EnviroStor State Response Sites
gi’g Oil or Gas Well +» | Gas Transmission Pipsines (Approximate)
-+—+¢~ | Hazardous Liquid Pipeiines (Approximaie)

ENVIROCHECK REPORT - Page 4 of 18
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@ . JCP-LGS Residential Property Disclosure Report
Ay PR The EnviroCheck Report™
#=27 disclosures.com P
‘V@m For SAN FRANCISCO COUNTY
Property Address: 1015 CAROLINA ST, APN: 4161-042
SAN FRANCISCO, SAN FRANCISCO Ccunty, CA 94107 Report Date; 06/12/2013
("Residential Property”) Report Number: 1349149

LIST OF SITES IDENTIFIED IN
ENVIRONMENTAL DPATABASE RECORDS SEARCH

The list below indicates the results of an electronic search of certain federal and sfate level environmental-hazard record
systems, or databases, that are known to include contaminated sites. The databases are searched for hazard sites at standard
distances from the subject property. The standard search distance is not the same for all databases, but depends upon the
nature of the environmental hazard which the database represents. First American uses search distances that comply with the
L.5. Environmental Protection Agency (EPA) "All Appropriate Inqguiry" (AAl) standard for government records search (40 CFR
Part 312.26) under the U.S. Small Buainess Liability Relief and Revitalization Act (“the Brownfields Law"). "Distance” is the
straight line distance in milss between the Property geocods (latiiude/longitude) and the Site geocode.

Open = Site listed as undergoing clean-up, investigation, or referral to another agency; or as non-active,
abandoned or absorbed but not closed or completed.

Closed = Site listed as clean-up completed, release secured, no further remedial action planned, case closed,
or delisted.

Agctive (or Inactive) = Site facility listed as actively {or not actively) engaged in a type of activity regulaied under
RCRA.

N/A = Not Applicable - site listed as uncontaminated, or as using or storing hazardous substances.

N/P = Not Provided - site status not supplied on agency list used.

National Priorities List (Federal "Superfund"” list) - 1 mile

D E Federal Resource Conservation and Recavery Act (RCRA) - Corractive Actions List - 1 mile

Caiifornia State Response List (includes Active Annual Workpian, AWP, sites) - 1/2 wife

2222 LIMITED 2222 24TH STREET SAN 38280290 Closed 0.204110
FRANCISCO, GA 941907

FEDERATED FRY METALS 1901 CESAR CHAVEZ SAN 38330005 Open 0.473423

DIVISION OF ASARCO FRANCISCO, CA 94124

[x] [[] Calfomia Spils, Lesks, mvesiigation and Cleanup (SLIC) List - /2 mile

i e L SR

SLT20258356 Open 0.473423

1901 ARMY ST SAN
FRANCISCO, CA

FEDERATED FRY METALS

[] [x] caifomia Solid Waste Landfil Sitas (SWiS) List - 1/2 mile

ENVIRODCHECK REPORT - Page 5 of {8
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3. U - JCP-LGS Residential Property Disclosure Report
@‘ ” |
N disclosures.com The EnviroCheck Report™

' Lm For SAN FRANCISCO COUNTY

1q 3 ]
Property Address: 1015 CAROLINA ST, APN: 4161-042
SAN FRANCISCO, SAN FRANCISCO County, CA 94107 Report Date: 06/12/2013
{"Residential Property”) Report Number: 1349148

D California Leaking Underground Storage Tank (LUST) List (see Status explanation below) - 1/4 mile

SFFD Station #37 798 Wisconsin Sireet San TO607500526 Closed 0.105851
Francisco, CA 94107

CAL FED Enterprise (former) | 2240 24th St San Franciseo, CA T0607800050 Closed 0,209097
944107

WHAT THI3 MEANS: LUST STATUS: LUST sites are also known as LUFT, or Leaking Underground Fuel Tank, sites; we
use the term LUST to be consistent with the State's current tsrminology. Al of the Sites listed on the State's Leaking
Underground Starage Tank Information System (LUSTIS) have keen identified to have had a lesking storage tank. Many of
LUST Sites have been cleansd up and the cases "Closed", and this is notad above if it is the case. Parfles should be aware
that LUST sites remain in the LUSTIS database even after they have besn closed, and are included in this report if found by
our search. Leaking underground storage tanks are the most comman fype of contamination. Storage tank leaks are often less

extensive than other fypes of eontamination releases and usually do not extend heyond the real property on which the tank is
located,

For more information about a sife listed above, please see the "EXPLANATION OF DATABASES USED IN THIS REFORT"
and contact the agency responsible for maintaining that site database.

ENVIROCHECK REPORT - Page 8 of 18
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JCP-LGS Residential Property Disclosure Report
The EnviroCheck Report™

v, For SAN FRANCISCO COUNTY

Property Address: 1015 CAROLINA 8T,
SAN FRANCISCO, SAN FRANCISCO County, CA 94107
{"Residential Property"}

APN: 4161-042
Report Date: 06/12/2013
Report Number: 1349149

SITES MISSING KEY LOCATION INFORMATION

Many environmental sites in the databases searched have incomplete address information and cannot be
precisely located. They are, therefore, considered “unlocatable” and could potentially be anywhere in the city,
county, or state. The table below lists unlocatable sites whose address includes a zip code that matches the
Property zip code or matches a neighboring zip code whose boundary is within the radius distance searched, The
sites listed are not necessarily within one mile of the Proparty, and they are not included on the site map in this
repoit. Sites without a zip code are not listed hers. The databases searched include a larga number of
unlocatable addresses, and the [ist below is limited to a maximum of 30 sites. If 30 sites are listed below and you

wish to view a full list of ALL unlocatable sites in California that include a zip code, please download the full list
from our website at the following address:

http:/fiwww. disclosures.com/sites/default/files/Current List of Uniocatable Sites by Zip Code.xlsx

Open = Site listed as undergoing clean-up, investigation, or raferral to ancther agency; or as non-active,
abandonad or absorbed but not closed or completed.
Closed = Site listed as clean-up complatad, release secured, no further remedial action pianned, case closed,
or delisted.

Active (or Inactive) = Site facility listed as actively {or not actively) engaged in a type of activity regulated under
RCRA.

N/A = Not Applicable - site listed as uncontaminated, or as using or storing hazardous substances.

N/P = Not Provided - site status nat supplied on agency list used.

1 SITE K (SEAWALL LOT 1-59 8& 1/2 TOWNSEND STREET SAN 38750002 QOpen CA_DTSC_RES
333 FRANCISCO, CA 94107 PONSE
2 Pier 70 Redevelopment hounded tyy Mariposa, lllinois, && 23rd T10000001210 Qpen CA_SLIC
Streets San Franclsco, CA 94107
3 Port of SFfarmer Western near 24th St && Winois St San Francisco, CA  T10000000606 Open CA_SLIC
Pacliic 94107
4 Brannan and Embarcacdero 35 &4 101 Brannan Sireet San Francisco, TAB07500269 Closed CA_LUST
CA 94107
5 C.J. Figong D. Slorage 420 17ih St San Francisco, CA 94107 TQ807500130 Closed CA_LUST
6 CCSF - Pier 70 0 Embarcadero/Piar 70 San Francisco, CA TO607592707 Closed CA_LUST
94107
7 CGSF - Port of San 333 lllinols Street San Francisco, CA 84107 TO607500274 Closed CA_LUST
Francisco
8 Charlgs Q. Jones, Inc, 49 Zoe Strest San Francisco, CA 94107 T0&Q7500164 Closed CA LUST
9 Chevron (former) Building §556/578 Market S San Francisco, CA 94107 T0607591831 Closed CA LUST
10 China Basin Propetiies 185 Berry Street San Francisce, CA 84107 TO6Q7500085 Closed CAa _LUST
11 Commercial Ceniral Subway SFMTA Projest 1250 (4th T10000003015 Closed CA_LUST
St.) San Francisca, CA 84107
12 COMMERCIAL PROPERTY  33-35 SOUTH PARK SAN FRANCISCO, CA T0607506365 Closed CA_LUST
94107
13 EXXON 1111 PENNSYLVANIA AVE SAN T6Q7500127 Closed CA_LUST
FRANCISCO, CA g4107
14 MIRAPOSA STREET & 880 MIRAPOSA ST VICINITY SAN TOBG7500888 Closed CA_LUST
HWwY 280 FRANCISCO, CA 94107
15 MUNI ILLINOIS STREET ILLINCIS ST ILLINOIS && MARIPOSA TO607540400 Closed GA_LLUST
SUB STATION STREET SAN FRANCISCO, CA 24107
16 ___National Park Servige 0 Alcatraz Island San Francisco, CA 94107 TO607501018 Open CA_LUST
17 OLYMPIAN COMMERCIAL 2630 THIRD STREEET SAN FRANCISCO, 10607527252 Closed CA_LUST
FUELING SYSTEM CA 94107
18 PHOEBUS LIGHTING 2800 Ord S1 San Franclsco, GA 94107 T0BOT501119 Closed CA_LUST
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JCP-LGS Residential Property Disclosure Report
The EnviroCheck Report™

For SAN FRANCISCO COUNTY

Property Address: 1015 CARCLINA ST,
SAN FRANCISCO, SAN FRANCISCO County, CA 94107
("Residential Property")

APN: 4161-042

Report Date: 06/12/2013
Report Number: 1349149

19 Portof S.F - Malnienance 0 Pier 46B San Francisco, CA 94107 TO807500708 Closed CA_LUST
Yard
20 SANTAFE PACIFIC UNKNOWRN 6TH && BERRY ST SAN T0807500223 Closed CA_LUST
REALTY CORP FRANGISCQO, CA 94107
21 SF RDVLOPMNT AGNCY 169.6 TOWNSEND ST SAN FRANCISCQ, TOB07500279 Closed CA_LUST
#K CA 84197
22  South Beach Harbor Pier 40 02nd && King St San Francisco, CA  T0S07523516 Closed CA_LUST
94107
23 TREASURE ISLAND HUNTERS POINT NAVAL SHIPYARD, SAN  CA1170090087 Cpan FED_CERCGLIS_
NAVAL STATION- FRANCISCO 94124 NPL
HUNTERS POINT ANNEX
24  BayView Plume Study Area  Near intersectlon of Shafter Avenue &8& 70000015 Cpen CA _DTSC_RES
Hawes Sfreet SAN FRANCISCO, CA 94124 PONSE
26 UNION PACIFIC REALTY &  UNKNOWN ARMY ST PIER 80 SAN T0507591672 Cpen CA_SLIC
SANTA FE PIER B0 FRANCISCO, CA 94124
26 ATAT Sjie 98 Moultde Street San Francisco, CA 941410 TORO7500030 Closad CA_LUST
27 City College Dovmtown 800 Mission Street San Francisco, CA 84110  TOB07501238 Cloged CA_LUST
Campus
28  Commercial 51-655 Delares Sfreet San Francisco, CA T10000003272 Closed GA_LUST
24110
29 COMMERCIAL PROPERTY  1724-26 HAMPSHIRE STREET SAN TO607562146 Closed CA _LUST
FRANCISCOQ, CA 94110
30__ Commercial Property 89-87 28th St San Francisco, CA 94110 10607591187 Cloged CA 1UST

ENVIROCHECK REPORT - Page 8 of 18
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0 n JCP-LGS Residential Property Disclosure Report
ANy W o The EnviroCheck Report™
o disclosures.com P
Y@m For SAN FRANCISCO COUNTY
Property Address: 1015 CAROLINA ST, APN: 4161-042
SAN FRANCISCO, SAN FRANCISCO County, CA 94107 Report Date: 06/12/2013
("Residential Propery") Report Number: 1349149

OlL. & GAS WELL LOCATIONS WITHIN 1/4 MILE OF THE
RESIDENTIAL PROPERTY

No oil or gas well locatlons were identified within a radius of one-fourth (1/4) of one (1) mile of the Residential
Property, based on a search of valld geographic coordinates contained in the current Statewide All Wells Database
maintained by the Califosnia Department of Conservatlan, Divigion of Qil, Gas and Geothermal Resources {(DOGGR)
{“All Wells Database”), Buyer is advised that additional wells may exIst in the area of the Residentiai Property which
ara not contained In the All Wells Database. Wells that do not have valid geographic coardinates in the All Wells
Database are net disclosed in this Report. The physical property boundaries of well [ocations and the Residential
Property are not factored into the calculation of the specified search radius.

EXPLANATION: The Al Wells Database Includes approximately 200,000 well location resords. This database is searched
for well locations within one-fourth (1/4) of one (1) mile around the gencoded point representing the Residential Property. Well
locations, if any, within the specified parameters are listed in the tabie above.

Of the approximately 200,000 wells identified in the Al Wells Database, 102,000 are classified as new, active, or idle in the
latest Stafewide Al Wells Database release. The majority of remaining wells have been sealed under supervision of the
DOGGR. A smaller number have been deserted and have no known responsible operator,

California has established laws with respect to well drilling, operation, maintenance, and abandonment to “rravent, as far as
possible, darnage o life, health, praperty, and natural rescurces; damage to underground oil and gas deposits from Infiltrating
water and other causes; loss of oil, gas, or reservair energy, and damage tc underground and surface waters stitable for
irrigation or domestic purposes by the infiltration of, ar the addition of, derimental substances.” (California Public Resources
Code §3106).

The DOGGR is responsible for maintenance of arphaned wells. To defray the maintenance costs, il companies pay the State
4.3 cents per barrel a year. A porticn of this assessment funds the Orphan Well Plugging Fund (“*Fund®) with an annual $1
million budget. Since its Inception in the 1970's, the Fund has facilitated the plugging of wells by hired contractars. The
selection process for wells to be plugged considers numerous factors including, but are not limited to, the proximity of wells to
populated areas, the amount of pressura in well reservoirs, and other hazards.

For a complete listing and explanation of well status codes, visit the following DOGGR web page:
http://www.conservation.ca.gov/do/maps/Pages/GISMapping2.aspx

FOR MORE INFORMATION: Ownership information of oil, gas, mineral, geothermal and other subsurface rights regarding the
Residential Property may be disclozed in a preliminary (title) report or title commiitent. The DOGGR does not use the County
Assessor Parcel Number or site address to locate wells or leases, and therefore, the APN and address cannot be used to
determine if there Is & well on a specific property. Ta help tell if there is a well on a property, oilfield maps may be available on
the DOGGR website (hitp://www.conservation.ca.qgov/doa/maps/Pages/GISMapping2.aspx). in eddition, the DOGGR
Online Mapping System (http:/fmaps.conservation.ca.gov/doms/doms-app.htim) allows users to search well locations
by AP Number, Properly Address, Geagraphic Coordinates, or Field Name. For detailed information about a specific wall,
reference the unique "API Number" that the DOGGR has assigned to it. The DOGGR wabsite provides an onfine well search
by AP number at http://opi.consrv.ca.qov/opi/opl.dll. For further information, please contact the DOGGR at 916-445-
0686.
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NPMS GAS TRANSMISSION AND HAZARDOUS LIQUID PIPELINES
WITHIN 2,000 FEET OF THE RESIDENTIAL PROPERTY

The Property 1S within 2,000 feet of ane or more Gas Transmission Pipeline(s) or Hazardous Liquid Transmission
Fipeline(s) as depicted on the National Plpeline Mapping System (NPMS). Buyer is advised to carefully review the
limitations of the Public Record noted below as to the important limitations regarding the National Pipeline Mapping
System and the NPMS Public Map Viewer used for making this determination. For mors information pleasa visit the

NPMS Public Map Viewer (https:/iwww.nipms, phmsa.dot.gowPublicViewsr).

EXPLANATION: Proximity fo a pipeline does not of itsalf indicate a safety risk. However, on September 9, 2010, a Pacific
Gas and Electric {PG&E) natural gas fransmission pipeline exploded in San Bruno, California, causing loss of life and
exiensive property damage. Following this incident much sttention has focused on the presence of natural gas and hazardous
liquid pipelines in the viciniiy of residential neighborhoods. As a result, PG&E is notifying residents within 2,000 feet of PG&E's
natural gas transmission pipelines about their proximity

This disclosure covers gas "transmission” and hazardous ligquid pipelines only. It is imporant to note that every home that uses
natural gas is connacted to & gas “distribution” pipeline. Distribution pipelines ars generally of smaller size and lower pressure
than transmission pipelines. This disclosure doas not include distribution pipefines nor is it meant to indicate there is no risk
associaled with distribution lines. While proximity to a pipeline does not of ftself indicate a safety risk, excavation near a
pipeline poses a definite hazard. For this reason, this disclosure includes an advisory about how fa spot and avoid buried
pipslines on and near & property.

The U.S. Department of Transportation, Plpeline and Hazardous Materlals Safety Administration (PHMSA) administers the
national regulatory program to monitor the transportation of natural gas, liquefied natural gas {LNG), and hazardous liquids by
pipeling, PHMSA and the U.S. Office of Pipeline Safety (OPS) maintain a database of pipeline information called the National
Pipeline Mapping System (NFMS) in cooperation with other federal and state governmental agencies and the pipeline
industry. The NPMS is created using data campiled from mandatory submissions (o PHMSA made by operators of pipelines
and LNG plants, and from voluntary submissions mads hy breakout tank cperators. The data is processed by private
contractors. Since 2002, transmission pipeline and LNG plant facility operators are required fo update their submissicns
annually.

The PHMSA website provides a Public Map Viewer that allows the general public to view pipaline maps in one county at a
time, The viewer displays maps and associated data identifying transmission pipelinss, LNG plants, and braakeut tanks stored
in the NPMS database. The data include information about the pipeline commedity (e.g., natural gas or liquid fusl), pipsiine
operator, agency contact, ete. The Public Map Viewer can be accessed at the following address:

hitps:fwww.npms. phmsa.dot.gov/PublicViewsr/

This pipeline disclosure is based on a proximity seerch of the gas fransmission plpefines and hazardous liguid pipslines
depicted in NPMS Public Map Viewer at a scale of approximately 1:24,000. At that map scale, one inch on the map equals
approximately 2,000 feet on the ground, which is the maximum map resuolution at which pipelines are displayed.

This disclosure is provided as an accommodation and is subject to the following Timitations in the Publie Record:

s Access to the original digltal data in the NPMS database (on which the publlc maps are based) is restricted to federal,
state, and local government agencies (including emergency rasponders). Fipeline operators are allowed acgess to
their own pipeline data only.

Pipeline locations in the NPMS database are accurate to plus or minus 500 feet,
Neither the United States government nor any party Involved in the creation and compiiation of NPMS data and maps
guarantess the accuracy or cempleteness of its product.

+ Because the NPMS digital data are restricted frem public access, any disclosure based on the NPMS Public Map
Viewer may be subject to some positional inaccuracies in addition to those acknowledged by NPMS.

»  Neither this disclosure nor NPMS data should ever be used as a substitute for calling “811" -- the faderally-mandated
“Call Before You Dig” one-call center -- prier to any digging project.
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How to Spot a Pipeline Easement

Read the Preliminary Title Report A pipaline right-of-way is a strip of land over and around pipeiines where seme of the
property owner's legal rights have been granted fo a pipeline company. A right-ofway agreement between the pipeline
company and the properly owner is also called an easement and is usually filed in the public records with property deeds.
Rights-of-way and easements provide a permanent, llmited interest in the land that enables the pipsline company to operate,
test, inspect, repair, maintain, replace, and protect one or more pipelines on property owned by others. The agreement may
vary the righis and widths of the right-of-way, but gensrally, the pipeline company's right-oi-ways extend 25 feet from each
side of a pipeli I ial conditi ist

Call Before You Dig — Every Time! In 2000, the U.S. Deparlment of Transportation and the utility industry created the

Common Ground Alliance (CGA), a trade association fo work with all industry stakeholders in an effort to prevent damage to
underground utility infrastructure and ensure public safely and environmental protection. The result is the “Call Before You
Dig - 811 Service™. Whether you are a homsowner or a professional excavator, avery digging job requires a call to "811" ~
even small projects like planting trees or shrubs. If you hit an underground utility line while digaing, you can harm yourself ot
those around you, disrupt service to an entire neighborhood and potentially be responsible for fines and repair costs. One call
to 811 gets your underground utility ines marked for FREE.

Signs of Buried Pipelines Since pipelines are usually burled
underground, line markers and waming signs like the ones
shown here are used to indicate thelr approximate logation along
the pipefine route. The markers and signs are in high-visibility
colors (yellow or orange) and are located at frequent intervals
along tha pipeline right-of-way. The markers can be found where
a pipeline intersects a street, highway, railway, or waterway, and
at other prominent points along the route. The markers display
the material fransported in the ling, the name of the pipeling
operator, and a telephone number where the operator can be
reached in the event of an emergency. Pumping stations, tank
farms, and cleared rights-of-way also help signal that a pipeline is
located nearby.

Markers and warning signs only indicate the general location of a pipeline. They cannot be relied upon to indicate tha exact
position of the pipsline they mark. Also, the pipeline may not follow a straight course batween markers. And, while markers are
helpful in locating pipelines, they are limited in the information they provide. They provide no informafion, for example, about
the depth or number of pipelines in the vicinity,
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EXPLANATION OF THE DATABASES USED IN TH!S REPORT
This Report uses the following Databases as of the date specified;

1. NATIONAL PRIQRITIES LIST ("NPL" - commonly called "Superfund” or "CERCLIS" site lisf) as of May 2013.

The Natlonal Priorlties List is a U.S. Envirenmantal Protection Agency {“USEPA"} database which includes Sites whara known
releases or threatened releases of hazardous substances, pollutants, or contaminants have occurred. As a part of tha
Superfund cleanup program, the NPL helps the USEPA determine which Sites warrant ferther investigation to assess human
heafth and environmental risks, identify what remedial actions may be appropriate, notify the public of Sites believad to warrant
further investigation, and serve netice fo potentially responsible parties that the USEPA may initiate remadial acticn. Some
NFL Sites encompass relafively large areas. Search Distance: one (1.0) mile. Responsible Agency: USEPA

Public Record: Facilities located in Galifornia listed as NPL Status code "A" (Site is Part of NPL Site), "D" {Deleted fram tha
Final NPL), "F" (Currenily on the Final NPL), “P" {Proposed for NPL), "R” (Removed from Proposed NPL), or "W (Withdrawn)
In the Region IX Active CERCLIS database obtained from USEPA, Facilities assigned NPL Status code "N° (Not on the NPL})
are not disclosed in this Report.

For More Information: Contact the Environmental Protestion Agency Superfund Hotling at ($00) 424.9346 to speak with a
Superfund consuitant to request information from the individual Site Fact Sheet. This help-lina can also provide the telephone
number of the local Community Relations Coordinator for the Site in question and the location of the local information
repository for that Site. The USEPA’s official Internet website addross is:

hitp:/fwany.epa. gov/superfundfindax. him

2. RESOURCE CONSERVATION & RECOVERY ACT--CORRECTIVE ACTION list {"RCRA-COR") as of May 2013.

RCRA {pronounced "ric-ra") is a federal law enforced by the U.S. Eavironmental Protection Agency {(*USEPA" that recuires
safeguards on the use and disposal of heusehold, municlpal, commercial and industrial refuss. The goals of the law are to
protect human health and the environment from the potential hazards of waste disposal, to reduce the amount of waste
generated, and to ensure that wastes are managed in an environmentally sound manner. Under the Corrective Action

program, the USEPA permits and monitors the cleanup of hazardous waste contamination, Search Distance: one {1 .0}
mile. Responsible Agency: USEPA

Public Record: "Subject to Corrective Action” facilities identified using USEPA's RCRAInfo Hazardous Waste
Query Form for California.

For Mare Information: Contact the Environmental Protection Agency at (800) 424-9348 to speak with 2 consultant to request
information from the individual Site Fact Sheet. The USEPA's officlal Internet wabsite address Is:

hitp:/iwasnw. apa. govienvirefhtmlfrerisfindex. html

3. CALIFORNIA ENVIROSTOR STATE RESPONSE [ist as of May 2013,

The State Response list, a part of California’s "Envirostor" database, identifies sites of confirmad hazardous materials releases
where the Department of Toxic Substances Contral ("DTSC") is involved in cleanup activities, elther in a lead or aversight
capacity. These confirmed releasa sites are generally high-priority and high potential risk, according to the DTSC. The State
Response list includes the sites formerly cantained in the "Activa Annual Workplan (AWP)" lisi. Search Distance: 1/2 mile.
Responsible Agency: State EPA/DTSC

Public Record: Sites listed as "State Response" under "Site_Facility_Type® In the EnviroStor Cleanup Sites database
obfained from the Depariment of Toxic Substances Control. Please note that a given Site may have more than one record i
the Site has more than one activity Stafus or EnvireStor ID assigned to it.
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For Nore Information: Contact the State Envirenmental Protection Agency Deparment of Toxic Substances Cantrol at: {9186)
323-3400

4. SPILLS, LEAKS, INVESTIGATION & CLEANUP list ("SLIC"} as of May 2013,

The California SLIC Program oversees soil and water investigatians, corractive actions, and assessments at Sltes with currant
or historic unauthorized discharges and covers all types of pollutants (such as solvents, pefroleum fusls, heavy metals,
pesticides, efc.). As of January 1, 2005, all SLIC data is required to be submilted to the Geotracker database of the State
Water Resources Control Board ("SWRCB"). Information on individual Sites may be avallable online at
geotracker.waterhoards.ca.gov . Please nots that according to the SWRCB, *data is undsrgoing data cleanup and may contain
errors”.  Search Distance: 1/2mile. Responsible Agency: SWRCEH

Public Recard; Sites identified as "Cleanup Program Site" in the GeoTracker databasa obtained from the State Water
Resotirces Control Board GeoTracker wabsits,

For More Information: For details about a particular site, please visit GeoTracker at geotracker.waterboards.ca.gov Using
the Identifier tool and clicking on the site on the graphic map interface, you can access a repait that includes the case number
and coniact telephone number for the agency with more information on this site. If you know case nuraber, you may access

the record using Case Finder at htip://geotracker.waterboards, ca govisearch.asp

5. SOLID WASTE INFORMATION SYSTEM list ("SWIS"} as of May 2013,

Solid waste landfill sites vary from state to state and may include active landfills, inactive landfills, incinerators, transfer
stations, recycling facilifies, and other facilities where solid waste is treated or storad. The California Intagrated Waste
Management Board ("CIWMB") tracks such Sites via its Solid Waste Information Systerm database. SWIS contains information
on facility type, regulatory and operationat status, type of wastes received, and local enforcement actions. Please note that
these Sites are simply regulated facilities and are nof ciassified as being "contaminated” by the Board. Search Distance: 1/2
mile. Responsible Agency: GIWNB

Public Record: Sites listed in the "SwisGis.txt" database obtained from the California Integrated Waste Managsment Board
Solid Wasts Information System wabsite.

For More Information; Contact the Board's “Solid Waste Information Genter" at {816) 341 6320 and ask for the Associate
Waste Management Specialist who should be able to answer same limited genearal questions. For more information, please
contact the CIWMB in Sacramento or visit hitp./iwww.calrecyels, ca.qov/SWE acilities/Diractory/saarch.asbx on the Intemnst,

8. LEAKING UNDERGROUND STORAGE TANK list ("LUST") per GEIMS/GeoTracker Information Management System
as of May 2013.

The LUST database is also known as the "LUFT" database because it includes records of leaking underground fuel tanks,
LUSTs may be a significant source of soil and groundwater contamination. The State Water Resources Control Board
{"SWRCB"} maintains a database of LUSTs known as the Leaking Underground Storzge Tank Information System ("LUSTIS™
which was recently supplanted by the statewide GEIMS/GaoTracker infarmation management system. LUSTIS contains the
locations of all reported LUSTS, as well as the contents and status of the LUSTs. Search Distance: 1/4 mile. Responsible
Agency: 3WRCB

Public Record: Sites identified as "LUST Cleanup Site" in the GeoTracker database abtained from {he State Water
Resources Gontrol Board GeoTracker website,

For More Information: For general questions, telephone the State Water Resources Contral Boaid's Clean Water Dask in
Sacramento at (868) 480-1028. Information on specific Sites Is available at www.swrcb.ca.gov or visit their official Intermat site
at_geotracker.waterboards.ca.goy
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7. CALIFORNIA STATEWIDE ALL WELLS DATABASE as of May 2013,

The California Division of Oil, Gas, and Geothermal Resourcss, California Department of Conservation ("DOGCY), malntains &
database of oll, gas and geothermal wells in the state. Of ihe approximately 200,000 walls identified in the All Wells Database,
approximately 102,000 are still in use. The majarity of remaining wells have been sealed under supervision of the DOGGR. A
smailer number have been deserted and have no known responsible operator. Search Distance: 1/4 mils. Respeonsihle
Agency: State Department of Conservation

Public Record: Well locations listed in the Statewide All Wells Database obtained from the Department of Conservation,
Civision of Oil, Gas and Geothermal Resources.

For More Information: Contact the State Department of Conservation, Division of Oil, Gas and Geothermal Resources at:
(916) 445-9686,

8. NATIONAL PIPELINE MAPPING SYSTEM (NPIS) GAS TRANSHMISSION AND HAZARDOUS LIGUID PIPELINES as of
May 2013.

The National Pipeline Mapping System (NPMS) Is a geographic information system (G1S) created by the U.S. Department of
Transporiation, Pipefine and Hazardous Materials_Safety Administration (PHMSA), Office of Pipeline Safety (OP3) in
cooperation with other federal and state governmental agencies and the pipeline industry. The NPMS is created Using data
compiled from mandatory submissions made by pipeline, LNG {Liquid Natural Gas) plant operators, and voluntary
submissions made by breakout tank operators. The data is processed hy private contractors. Meither the United States
government nor any party involved in the creation and compilation of NPMS data and maps guarantees its accuracy or
completeness. NPMS data shouid be considered no more accurate than +- 500 feet and must never be used as a substitute
for contacting the appropriate one-calf center prior to digging. PHMSA restricts access to the NPMS to federal, stats, and local
government agencies (including emergency responders). Pipeling operators are allowed access to their awn pipsline data
only. NPMS Public Map Viewer (httos:/iwww.npms, phimsa.dot.gow/PublicViewer’) allows the general public to view available
data one countty at a time and at a limitad zoom level in accordance with PHMSA's security palicy.

Search Distance: 2,000 feet. Responsible Agency: PHMSA

Public Record: Gas fransmission pipelines and hazardous liquid pipelines as depicted on the NPMS Public Map Viewer at a
scale of 1:24,000.

For More Information; To identify a specific pipeline owner/operator, please use the NPMS Public Map Viewer at the URL
provided above, For policy and technical questions regarding NPMS, please contact PHMSA,

WANT MORE INFORMATION?

There Is no single government agancy that handles information for all contaminated Sites. Multiple agencies are respansible
for organizing clean-up efforts at different types of Sites, Each generally maintains files on the Sites they aversee with
information on the type and extent of contamination, clean-up sfforis stc. There is also the possibility that the fite may have no
additional information. Far general Information, refer to the discussions in this repoet. If your question isn't anewerad there, call
us here at JCP-LGS. We will try and answer them for you.

In the list of databases above, there Is the name and telephone number of the agency overseaing that site. Agencies are

limited to answering general questions, NOTE! Additional information on a site may be limited and the governmant agency you
contact will not venture opinions.
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How ta Chtain Generallzed Environmental [nfermation

Brochures published by the Environmental Protection Agercy (EPA) are a good source of general information, County health
depariments may have a health and safety officer or a "hazmat" {hazardous materials) specialist that can answer general
quastions alsc. The telephons number for the local Department of Health should be listed in the telephone book.

Environmental Prataction Agency Drinking Water Hotline: (800) 426-4794
Federal Environmental Protection Agency Public Information Office: (886) 372-9378
California Environmental Protection Agency: (916} 445-3846

BACKGROUND ABQUT ENVIRONMENTAL HAZARDS

JOP-LGS provides a consumer guide titled, "Guide to Environmental Hazards”, as a supplement to this EnviroChack report.
This "plain-English” supplement discusses and explains environmental hazards and what they mean for residential property

transactions. The guide may be freely downloaded (as a PDF decument) and printed from our website at the following
address:

hitp:/fwaaw. disclosures.comisites/defaultffiles/fanhdguidetoanvironmentalhazards. pdf
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METHODS AND LIMITATIONS -- PLEASE READ!

As in all studies and reports, there are limitations in this Report. This Part will summarize (a) the methods used in creating this
Report, {b) the limitations with respect {0 the data and the government site lists ("Databases"), and (c) the respensibilities and

liabilities of JCP-LGS under this Report. Please read this Part carefully so you understand the limitations on this Report and
JCP-LGS's responsibilities.

A, LimiTaTions On DATABASE INFORMATION

JOP-LGS has aceurately reported the informatian in the Databases as of the Database Dates. With respact to the Databases,
itis important to bnderstand that:

o The Databases may not be accurate, current, fully detailed, or complete.

o A parcel of real proparty may be affected by contamination or environmental hazards that have not been
identified on any of the Databases.

o A Database may not contain sufficient information fo locate a particular parce} of proparty.

o Changes may have occurred in the Databasas sines the Database Date spacified above.

o There may be other governmental databases with relevant information which are not included in this Report.

B. JGCP-LGS Does NoT ConsTANTLY CHECK DATABASES FOR CHANGES

Each Database used in this Report is updated by the Respensible Agency at varicus intervals. Updates for a Database are
determined by the Responsible Agency and may be made at any time and without notice. JCP-LGS maintains an updats
schedule and makes reasonable efforts to use updated infarmation but it cannot feasibly do so on a constant basis, and the
complexities of obtaining and adapting the data into a usable format for preparing this Report necessitates some dalay once
the updated information is obtained. For these reasons, JCP-LGS reports information as of the date when the Datzbase was
last updated by JCP-LGS, That dale Is specified as the "Database Date” for each Databass in Part 4,

C. LimtaTions ON How SiTes ARE LocATED AND REPORTED

Due fo the way information is reparied in the Databases, the Sitas identified are "POINT SCURCES” ONLY which means that
the spacific location of the Site is located based on the infarmation in the Database and used as the beginning paint for
measuring the distance fo the Residential Property. This Report does NOT use "AREAS" of potential environmantal
contamination, such as a contamination study area or a groundwater plume, even if the source of that study area or piume
derives from a Site. In other words, this Report identifies a single point as the approximate sourcs point for an environmental
hazard identified on a Database, even if the hazard aciually covers an expanded area. Tha Gas Transmission and Hazardous
Liquid Pipeline disclosure Is based an the Property’s location with respect to “LINE SOURCES” represented in that Database.

In the Databases, the Siles are identified by their address. In this Report, the point location for a Site Is based on that address,
not un the actual Jocation of a source of contamination on the Propsrty. As a result, the location of any Site set forth in this
Report may not be pracisely the location of the source of contamination. Furthermore, some of the Databases may not have
the complete address information for a Site sao it can not be located at all.

The location of the Residential Property has been determined by cross-referencing the provided Assessor Parcel Number
("APN") against a vector parcel database in which the boundaries of the parcel corresponding to the given APN are
represented as a georeferenced pelygon. Sites thatare mapped within the specifiod radii of this polygon will be
reported. Furthermore, since Sites are located using a gsographic information system, if the assessor parcel number or
address of tha Residential Property provided is Inaccurate, the information provided in this Report will not be accurate,

In cerfain instances, Sites cannot be precisaly lacated (or "geocoded”) due to missing or inaccurate data in the Database.
However, based on information available in the Databases, these Sites are locatahle within zip codes. These Sites are
referred to as “Unlocaled Sites” and reported in the Part, “Sitas Missing Key Location Informafion.” That Part of the Report
indicates such Unlocated Sites that are in the zip codes that are within a one (1) mile radius of the Resldential Property.
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JCP-LGS Residential Property Disclosure Report
The EnviroCheck Report™
12
@d sclosures.com For SAN FRANCISCO COUNTY

Property Address: 1015 CAROLINA ST, APN: 4161-042
SAN FRANCISCO, SAN FRANCISCO County, CA 94107 Report Date: 06/12/2013
{"Residential Property") Report Number: 1349149

Unlocated Sites are not necessarily within a one mile radius of the Residential Proparty. These Sites are identified to alert the
Parties fo potential issues about which the Parties may desire to obtain further information.

For these reascns, Parties should seek additional information ahout the Sites listed, as described in the discussion of the
relevant Database,

D. LIMITATIONS iN THIS REPORT
JCP-L.GS does not make any representations as to;

* The accuracy, validity or complataness of the Databases.

»  The significance or extent of the contamination or remediation of any of the Sites identiffed ih the Databases.

» The health hazards to humans or animals that may be associated with any of fhe substances that may exist at
the Sites gr how they may affect the Residential Property.

+  The drinking water sources for the Residential Property.

= Apny information in a Database after the Database Date for that Database.

= Any information regarding the Residaniial Property after the Report Date.

JCP-LGS dees not perform a physical examination or any testing of the Residential Property or the Sites. This Report oniy
provides information derived from the Databases in accordance with the Methods and Limitations. This Report should not ba
considered a substitute for an on-site environmental assessment. If additional information is desired, the Paries are
encouraged to investigate other sources and to consult an environmental expert.

E. OnLY THE PARTIES MAY RELY ON THIS REPORT

This Report is valid, the Parties may rely on the Report, and a contract is formed with JCP-LGS, only upon receipt by JCP-
LGS of payment of the full price of the Report.

This Report may be relied upon only by the Partias to the transaction for which it has been purchased. This Report cannot be
relizd upon (&) by any persons other than the Seller, the Buyer and their Agents, {b) for any other real property, or (¢) for any
future transactions involving the Residential Property. The price paid for the Report dees not include any amounts for
protection of such other parties.

F. LimtaTions On JCP-LGS's LIABILITY

Given the limited nature of this Report, and the fact that JCP-LGS is reperting, not assuming liability, JCP-LGS is not
responsible for:

Any inaceuracies or incompleteness of the infarmation in the Databasas.

Inaccurate address Information provided for the Residential Property.

Any other information not contained in the specified Databases.

Any information which would be disclnsed by a physical inspection of the Residential Property.

Any information known by ane of the Parties.

Any changes o the information in the Databases after the Database Date.

The health hazards fo humans or animais that may be assoclated with any of the substances that may exist at
the Sites or how they may affect the Residential Property.

o The cosis of invesfigating or cleaning up any environmental hazards.

oCcooQo0C0

This Report is not an insurance policy and does not provide the same protections as an insurance policy. It does not
obligate JCP-LGS to defend any Party against any claims, and JCP-LGS shall nat have any duty to defend against any claims
pursuant to California Civil Code § 2778 or otherwisa, The price of this Report has not been based upon any responsibility for
defense cosls, nor for assumption of environmenial risks. The premium for an insurance policy would be significanily greater
than the cost of this Report. The Parties acknowledge that claims for damagss beyond actual losses can significantly increase
the costs of reports and make prompt resolufion of claims more difficult. In order to induce JCP-LGS to provide this Repoit for
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@ m JCP-LGS Residential Property Disclosure Report
Z25¥ distlosures. com The EnviroCheck Report™
%m For SAN FRANCISCO COUNTY

Property Address: 1015 CAROLINA ST, APN: 4181-042
SAN FRANCISCO, SAN FRANCISCO County, CA 84107 Report Date: 06/12/2013
("Rssidential Property") Report Number: 1349149

the price charged, and to help streamline the process of resolving any disputes between the Partles and JCP-LGS, the Buyer,
Seller and Agents agree that if there is a material error of omission In this Report;

+*  The Party who suffers damages as a result of such error or omission shall be entitled at most to recover
from JCP-LGS the actual proved damages measured by the difference in the falr market value of the

Residential Property as of the Report Date, caused by the error or omission buf not in excess of
$100,000 Dellars ($100,000).

» JCP-LGS shall not be liable for indirect, consequential, or punitive damages {including, but not limited
to, emoftional distress or pain and suffering).

JCP-LGS shall not be liable to a Party for any matters known to that Parfy or its Agent (including errors in this Repor) and not
disclosed in writing fo both the other Parties and JCP-LGS prior to the Sale Date.

G. SELLER AND SELLER’S AGENT'S RESPONSIBILITY OF FULL THSCLOSURE

Sellers of real property and their Agents should always fully disclose all material facts regarding the real property which they
are selling. Regardless of the information in this Repoit, if Seller or Seller’s Agent has any actual knowledge of cantamination,
refeases of hazardous materials or remediation activities potentially affacting the Residentiai Property, that information should
be promptly disclosed in writing to the Buyer and the Buyer's Agent.

H. OTHER AGREEMENTS

This Report sefs forth the complete, integrated apreement between JCP-LGS and the Parlies. Evidence of prior or
contemporangous statements, representations, promises or agreements shall not be admissible to vary the terms of this
written agreement. This agreement may not be changed or amended except by a writlen document signed by an authorized
representative of JCP-LGS and the Parties.

In the event that any dispute arises between JCP-LGS and any Parties arising out of or relating to this Report or its subject
matter, or any act or omission of JCP-LGS, the prevailing party shall be entitled to recover his, her or its reasonable costs,
including aftornays' fees, from the losing party.

If any provision of this Report, or iis application fo any circumstance, is held o be invalid, unenfarceable, or void, the
remainder of this Report shall remain in full force and effect and enfoiced to the fullest extent possible.
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C.L.U.E.®? Home Seller’s Disclosure Report

Property Address: 1015 CARCLINA ST, APN: 4181-042
SAN FRANCISCO, SAN FRANCISCO County, CA Report Date: 06/12/2013

Report Number: 1349149

The C.L.ULE.® Home Seller's Disclasure Report is specifically designed for use in the real esiate disclosure
process. This report only lists [osses reported by insurance companies that are assoclated with the property
address shown above and is a reflection of the C.L.U.E.® database at the time and date of order,

SEARCH REQUEST: 1016 CAROLINA ST,
SAN FRANCISCO, CA 94107

NUMBER of CLAIMS REPCRTED: 1

CLAIM #1:
Claim Date:  05/19/2013 CLUE File #: 1315050220000352
ins. Company: STATE FARM GEN CA AM BEST#. 88051
Properly Address: 1015 CAROLINA ST S8AN
FRANCISCO CA041073338

Policy Type: Home Owners
Location: On Premises

Payment Amount Claim Type Clalm Status

$2,136.00 THEFT CLOSED

Claim Status — This indicates current loss claim status. 1 status indicates "Subrogation”, this means that an
insurance company has taken action to recover the amount of a loss paid if the loss was caused by a third

paity.

NOTE: The loss information listed above may not be related to the seller bacauss the loss may have
occurred before the seller acquired the praperty.

Prepared by: COMPREHENSIVE LOSS UNDERWRITING EXCHANGE, LexisNexis® Risk Solutions.

For additional information PROPERTY OWNER ONLY may contact:

LexisNaxis® Consumer Center (5 a.m. to 4 p.m. Pacific Time)
Telephone: 1-888-497-0011 (Prass "2’ and wait for a Customer Service Rep)

Or, visit the LexisNexis® Customer Help Website at
hitps://personalreports.custhelp.com

Your LexisNexis® Customer Reference Number is: 13163171615946

D118592B.01FC4807-ABC2

Roxanne Charng  g715817013

T7/28/2013 9:53:02 PFM

©

"C.L.U.E." is & registered trademark of LexisNexis®.
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- Disclosure Regarding' Cell Antennas ALAIN PINEL

Several cellular telephone companies and their contractors are exploring the in-fill
addition of cellular antennas in residential neighborhoods. If the installation of
cellular antennas is of concern, you are urged to contact the city for information

concerning any planned cellular antennae installations in the vicinity of the
Subject Property.

Buyer Date

Buyer Date
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GENERAL INFORMATION FOR BUYERS AND
SELLERS OF RESIDENTIAL REAL PROPERTY IN
THE CITY AND COUNTY OF SAN FRANCISCO

The San Francisco Assaciation of REALTORS® has compiled the general information contained in this document to
assist buyers and sellers of residenrial real property in the City and County of San Francisco in gaining an
understanding of certain marters which can become issues in real property sale and purchase transactions, and to
foster informed decisions. In many cases, the information relates to matters which can affect the desirability of the
property or the property’s use or value, In others, the information relates to the obligations of buyers and sellers in
teal propeity sale and purchase transactions. Not every mavter will be applicable to every transaction. For more
information regarding San Francisco residental real property go to www.sfbaywindow.com or call the help line for
the City and County of San Francisco (telephone: 311),

This document is not meant to be a complete source of information on all matiers which can become issues in real
property sale and purchase transactions. For that reason, it is strongly recommended that buyers and sellers use the
utmost care and diligence in reviewing and investigating all matters which may be relevant to any transaction. It
should be understood thar the San Francisco Association of REALTORS® neither guarantees nor warrants the
accuracy of the information contained in this document. Further, it makes no representation regarding the adequacy
of any information contained in this document as it relates to any specific transaction.

Buyers and sellers are urged to verify and confiem the accuracy, applicability, legal effect and/or tax consequences of
all information conrained in this document. IF they have any legal and/or tax questions, buyers and sellers are urged
to consult with a qualified attorney and/or certified public accountant. Real estate brokers and agents are qualified to
advise on real estate transactions, not legal and tax matters.

By signing in the space provided below, the buyer(s) or seller(s) acknowledge veceipt of a copy of “General Informarion for
Buyers and Sellers of Residential Real Properiy in the City and County of San Francisco,” published by the San Francisco
Association of REALTORS®, consisting of 53 pages and bearing o revision date of January 1, 2009, Buyers and sellers
are wiged o satisfy any questions or concerns they might have regarding matters covered in this document, as well as any
other matiers relevant to any real propersy sale and purchase transaction, ar the earliest possible time and before removing
any contingencies,

NAME (PLEASE PRINT): MQQL\A‘{VQ BBEEFCEC-5016-4504-03FA Y
SIGNATURE: 4_‘5 / < Roxanne C it é/ =2 ';l?/ ’rs

T128/2013 9:53:08 PM

MAME (PLEASE PRINT):

SIGNATURE: DATE:

FQR QFFICE USE ONLY

PROPERTY ADDRFESS

2 5 A
sroxers ams: P ?U—’r"{ fﬂ-‘_{‘ff{ / ;&QJM@M@&?——
BROKER'S OFFICE: !/

© 2009 San Franciseo Associarion of REALTORS®

Rev. 01/01/09 Page 1 of 33
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. WOOD DESTROYING PESTS AND ORGANISMS INSPECTION REPORT . .
Building No. Slreet Cily dip Dale of Inspastion Mumber of Pages
1015 Carolina Street San Francisco, CA 94107 7-23-13 6

DIVERSE INSPECTION SERVICES, INC.
P.0. BOX 460447
SAN FRANCISCO, CA 94146-0447
Tel: (415) 665-8288 Fax: (415) 643-8729

1440 Chapin Avenue, Ste. 200
Burlingame, CA 94010

il WWW.DIVERSE.COM
5 _al ® Report #130280T
Ordered by Preperty Owner andfor Parly of Interest: Report sent to!
Rebecea Chang ¢fo Sheldon Rilliet Rebecea Chang cfo Sheldon Rilliet Rebecen Chang c/o Shelden Rilliet
Alain Pinel Reaitors Alain Pinel Realtors Alain Pinel Realtors

1440 Chapin Avenue, Ste. 200
Burlingame, CA 94016

1440 Chapin Avenue, Ste, 200
Burlingame, CA 94010

COMPLETE REPORT LIMITED REPORT D SUPPLEMENTAL REPORT

| | REINSPECTION REPORT ||

General Description: The above property is a three-story, three-level, single-family | Inspection Tag Posted: In the afility
residence over a garage/subarea/slab, The structure has a2 masonite and masonry | closet.

extevior. It is attached to the neighbor’s on the left side. The structure faces in a
westerly direction. At the time of this inspection, it was occupied and furnished.

Other Tags Posted: None as of two
years ago.

An Inspaction has been made of the struclure(s) shown on ihe diagram in accordance with fite Skuctural Pest Coniral Act. Detached porches, detached steps,
detached decks and any olher structures not on the dlagram were not inspected. The drawing is not lo scale. liems don’l depict scope/amousnt of work.

Subterranean Termites || Drywoed Termites L_| Fungus / Bryrot [x] Other Findings Further Inspection

If any of the ahove boxes are chechked, it indicates that there wara visible problams in accessible areas. Read the reperi for details on checked items.

AEAD AND
APPROVED

I

FRONT

[
I

READ AND
APPROVED

07/28/2013

1252FBTN-FFCD-AFSF-A3FG

Foxanne

112812013 9:53:11 FM
BDOFasO-1444-4BF-a798

TI2B2043 10:14:18 PM

07/28/2013

Total estimated contract price: N/A

Inspected by: _Marco E. Donaldson State License No. _FR338854 Signatura

You are entiiled fo ablain copies of all reperis and comglelion nallces on Ihis property reported to the Struciural Past Gontrol Board during the preceding lwo years. To oblain
coples contact: Structural Pest Gontrot Board, 2005 Evergreen Sireet, Sle. 1500, Sacramantn, Galifornia, 95815-3831,

NOTE: Questions or problems concerning the above report should be diracted o the manager of the company. Uniesalved quesiions or probfems wilh services perforemed
may be directed lo the Structural Pest Gonlrol Board at (316} 561-8708, (800) 737-5188 or www.pesthoard.ca.gov.

4304-41 (REY., 4/08)
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DIVERSE INSPECTION SERVICES, INC,

2nd PAGE OF STANDARD INSPECTION REPQRT ON THE PROPERTY LOCATED

AT:
Address of
Property
Inspection
1015 Carolina Street San Francisco, CA 24107
Bldg. No. Street City Zip
N/A 7-23-13 130280T
Stamp No, Datc of Tnspection Co. Report Na,
Please read your report in its entirety.
Inquiries regarding the conteni_accuracy, clarity and
recommendations should be immediately referred fo the inspecior!
Note:

This report has been categorized into 3 different sections, which are defined as:

(81) Section 1 - Ttems where there is evidence of an active infection and/or infestation or conditions that have resulted in or from
an infection and/or infestation, for example, structural repair.

(82) Section 2 - ltems deemed likely to lead to an active infection and/or infestation, but vevealed no active sign of infection and/for
infestation.

(S3) Section 3 - Further inspection; items which during the course of the original inspection did not aliow the inspector access to
complete the inspection and cannot be defined as (81) & (32),

SECTION 1 FINDINGS:

None.

SECTION 2 AND 3 FINDINGS:

A) Several of the interior spaces were inaccessible for inspection due to storage and/or personal belongings. This inspection by
natwre is limited to the accessible, visible portions of the structure, and does not include inaccessible areas such as areas
occupied by furnishings, storage not moved and/or the interior of hollow walls. (S3)

RECOMMENDATION; Further inspeciion of the structure by Diverse Inspection Services, Inc. is suggested upon
vacancy. If this inspection is desired, it will be performed upon request, at a reasonable cost. The findings will be repotted
in 3 supplemental report.

B) No attic access was noted. The dwelling appears to have a low profile roof. The attic area would lack sufficient clearance
for an inspection and was not inspected, (83)

C) The exierior surfaces appear to have been recently painted and may conceal additional adverse conditions not stated. {$3)
RECOMMENDATION: The owner is advised to maintain periodic inspections and make corrections as needed,

m A visual inspection of the exterior stucco revealed no outward sign of an adverse condition that would indicate a need for
further inspection by means of test holes at this time. However, is further inspection of this area is desired, if will be
performed upon request, at a reasonable cost and upen permission from the owner. The findings will be reported in a
supplemental report, (83)

E) There docs not appear to be any flashing above some of the exterior window and door trim. Water intrusion is conducive to
attracting fiture infections or infestations, {§2)
RECOMMENDATION: The owner is advised to consult with a Hcensed waterproofing confractor for the installation of
proper flashivg, as needed,
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DIVERSE INSPECTION SERVICES, INC,

3rd PAGE OF STANDARD INSPECTION REPORT ON THE PROPERTY LOCATED

AT:
Address of
Property
Inspection
1015 Carolina Street San Francisco, CA 94107
Bldg, Ne. Street City Zip
N/A 7-23-13 130280T
Stamp No, Date of Inspection Co. Report Na.

SECTION 2 AND 3 FINDINGS: (continued)

F)

G)

L)

The subarea was inaccessible for inspection due to lack of access, (83)
RECOMMENDATION: Further inspection of this area is recommended. If this inspection is desired, it will be performed
upon request, at an additional cost and when access is pravided. The findings will be reported in a supplemental report.

The interior spaces of the structure appear to have been recently painted and may conceal additional adverse conditions not
stated. (83)

RECOMMENDATION: The owner is advised Lo maintain periodic inspections and make cotrections as needed.

The hallway bathroomn stall shower pan on the second floor level is over an inaccessible area and was not water tested. No
outward sign of an adverse condition was noted to the shower walls or to the bathroom floor that would indicate 2 need for
further inspection at this time. However, if further inspection of thig area is desired, it wili be performed upon request at a
reasonable cost. The findings will be reported in a supplemental report, (83)

The hallway bathroom sink fixture on the second floor level leaks, Plumbing leaks are conducive to attracting future
infections and/or infestations. (S2)

RECOMMENDATION: The awner is advised to consult with 2 licensed plumber for inspection and/or correction of the
plumbing lines and/or fixture, as needed.

Water stains and/or peeling paint were noted on the ceiling in the master bedroom. However, no defermination was made
as to the origin of the moisture or whether this is an on-going condition. The raof, however, is suspect. (S2)
RECOMMENDATION: The owner is advised to maintain periodic inspections and make corrections as needed. In
addition, consult with a licensed roofing contractor for inspection andfor correction, as needed,

The master bathroom stall shower pan is over a finished ceiling making it inaccessible for inspection and was not water
tested. No outward sign of an adverse condition was noted to the shower walls or fo the ceiling below that would indicate a
need for further inspection at this time. However, if further inspection of this area is desired, it will be performed upon
request at a reasonable cost and upon receipt of a signed release for any damage that may oceur to finished ceilings during
the course of this inspection. The findings will be reported in a supplemental report. (83}

The left side of the structure was inaccessible for inspection due to zero-lot line clearance, therefore, was not inspected and
is excluded from this report, (83)

Portions of the right side of the structure were inaccessible for inspection due to a lack of access onto the neighbor’s
property. (83)

RECOMMENDATION: Further inspection of this aren is recommended. If this inspection is desired, it will be performed
upon request, at an additional cost and when access onto the neighbor’s property is provided. The findings will be reported
in a supplemental repoit.

Efflorescence was noted on the foundation walls at the rear of the garage. This is an indication of exterior forms of water
penetration and is a condition conducive to attracting future infections or infestations. (82)

RECOMMENDATION: The owner is advised Lo maintain periedic inspections and make corrections as needed. In
addition, consult with a licensed structural and/or soil engineer for further information,
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DIVERSE INSPECTION SERVICES, INC.

d4th PAGE OF STANDARD INSPECTION REPORT ON THE PROPERTY LOCATED

AT:
Address of
Property
Inspection
1015 Carolina Street San Francisco, CA 94107
Bldg, No. Sirest City Zip
N/A 7-23-13 130280T
Stamp No. Date of Inspection Co. Report No,

SECTION 2 AND 3 FINDINGS: (continned)

0)

P

Q)

Notes:

Note 1:

Water stains were noted at the rear of the garage. No determination was made as to the origin of the moisture or whsther
this is an on-going condition. (82)
RECOMMENDATION: The owner is advised fo maintain periodic mspections and make corrections as needed.

Portions of the garage area were inaccessible for inspection due fo closed walls. A limited view of this area revealed no
outward sign of an adverse condition that would indicate a need for further inspection at this time. However, if further
inspection of this area is desired, it will be performed upon request at a reasonable cost and will entail installing access
openings in the walls in various locations. The flodings will be reported in a supplemental repart. (83)

The doorjambs at the front of the garage were noted to be in slab contact, Slab contacts are canducive to athracting future
infections or infestations. (52)

RECOMMENDATION: The primary recommendation for this item is to cut off the base of the doorjambs and pack the
voids with sand and cement.

All items referencing to Section T1 and TIT items above when applicable can be firther inspected upon request, at a reasonable cost

and will
through

entail accessing these areas by removing wall coverings, storage, firnishings, and/or sections of support framing andfor
the mstallation of bore/test holes. This type of inspection is beyond the normal scope of the initial inspection originally

performed, These types of inspections are performed on a time and material basis. The findings would be reparted in a
supplemental report.
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DIVERSE INSPECTION SERVICES, INC.

5th PAGE OF STANDARD INSPECTION REPORT ON THE PROPERTY LOCATED

AT:
Address of
Property
Inspection
1015 Carolina Street San Francisco, CA 94107
Bldg. No. Street City Zip
NIA 7-23-13 130280T
Stamp Mo, Date of Inspection Co, Repori No,
Disclaimers:
1. This repart is not a guarantee stating that all the area of possible infestation and/or infections within the structure have been

10,

L

12.

identified. Water damage and/or pest infestation may also be concealed in enclosed walls and/or other areas not made
accessible at the time of the inspection.

If you do not understand any portion of this report, vefiain from use of report for any reason until you do understand. Please
call for any explanations or enlightenment desired prior to report's use.

Your signatare on contract is your acceptance of the report in ifs entirety, and all provisions as stated aud is your agreement to
meet and abide by contrack with no other provisions unless in writing and sipned by all parties in interest.

Your signature on coniract accepts fact that we, (Diverse Inspection Services, Inc.), accept no respansihility for areas that are
hidden bo view by closed and finished walls, ceifings, or areas that are occupied by furnishings, storage or are otherwise

concealed with no outward sign of infection or infestation. See struclural pest conirel Regulations TITLE 16 ARTICLE 6
SECTION 1990 TTEM J.

Altics are inspected per structural pest control regulations, when a release for damages that may oceur to finished ceilings
during course of inspection is received and at an additional charge,

Infected, infested findings are bid by price - noninfected, non-infested items {conducive items), are mentioned on report and
recommendations are made, but are not usually bid, unless requested.

Further inspections requiring carpentry to open and/or reclose areas are performed at an additional cost, and are left to the
Jjudgment of Diverse Inspection Services, Inc. as to what, where and at what cost farther inspections will be perfornted.

Areas subject to moisture and not included in this report as such as, roofs, decorative and structural metal, extevior and interior
finishes windows/doors, seepage through foundations, unless specific or mentioned in body of report arc home owner's
responsibility and should be maintained through home maintenance procedures.

Windows ave checked for infection/infestation where they are readily accessible from interior and exterior. No furnishings or

storage are moved to facilitate inspection and those arcas are considered by necessity inaccessible. Inspection of those areas
will be performed once finnishings and/or storage is removed, or relocaied.

All areas treated or repaired by Diverse Tnspection Services, Inc. for infestation or infections are warranted for one year.

Price quotations are subject to change at _ N/A days from issuance of original report. Diverse Inspection Services, Inc.
reserves the right to reinspect any property where ninety days have elapsed from date of original report, if deemed necessary.

This is not a contract to perform worlc off of this report. If you wish to have Diverse Tnspection Services perform any repairs
list in this report, please call us immediately.

Reinspection of properties where work has been performed by other than Diverse Tnspection Services, Inc, will be performed
as outlined in struetural pest control regulations at a fee rate no bigher than the original inspection fee, with exception to any
arcas where Diverse Inspection Services, Inc. deems it hecessary to request further inspection, which will be performed on a
curreni hourly basis plus materials required to close and refinish disturbed areas.
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DIVERSE INSPECTION SERVICES, INC.

FINAL PAGE OF STANDARD INSPECTION REPORT ON THE PROPERTY LOCATED

AT:
Address of
Property
Inspection
1015 Carolina Street San Francisco, CA 94107
Bldg. Mo. Strect City Zip
N/A 7-23-13 1302807
Stamp No. Diate of laspection Co, Repart No.

Disclaimers: {continued)

13.

14.

i5.

16.

17

i8.

15,

20.

Planis, bushes, trees, and lawns disturbed during the course of construction, will be the owner's responsibility to replace,
unless otherwise specified in the report or contract,

If contractor raiscs the building or any part thereaf, ar increases foundation heights, he shall not be liable for any damage to

said building or parts thereof, including cracks in plaster, walls, wiring, pipes, windows or any other damage occasioned by
said raising,

This inspection by natire is limited fo accessible, visible portions of structure, and does not include inaccessible areas such as
areas occupied by furnishings and/or storage not moved, the interior of hollow walls, spaces between a floor or porch deck, the
ceifing or soffit below, stall showers over finished ceilings, structural segments as porte cocheres, enclosed bay windows,
butiresses and similar areas which have no access without defhcing or tearing out lumber, masonry or finished work such as
cabinet work, floors beneath coverings or areas locked unless conditions are noted otherwise in body of report. Areas deerned
likely to hold hidden infestation and/or infection if any, are identified and fusther inspection will be performed upon request if
needed. If this inspection is desired for any of these arcas, it will be performed rpon request, at an additional cost. The
findinps will be reported in a supplemental report.

The exterior surfaces of the roof were not inspected.  No determination was made as to the water tightness of the roof. If
further information is desired regarding the conditions, life expectancies, and costs for repair and/or replacement of the roof, it
is advised that a licensed roofing contracter be contacted.

The roof eaves were not inspected during the course of this inspection and are excluded from this report, as are all areas,
which are considered out of normal reaching distance, and/or areas, which would require a ladder, scaffold, ete. If desired,

further evaluation of these areas will be performed at an additianal cost. The findings will be reported in a supplemental
report,

This inspection was performed from the ground level only. The remaining exterior surfaces, from the inspector’s reach to the
roof, were visually inspected only with conditions stated in the finding and recommendation section of the report. This does
not warrant that every adverse condition will be observed fiom the ground level, A ladder can be positioned in various
locations against the walls to gain access to areas defined as inaccessible, which normally exceeds the seope of this original

inspection. IFf this inspection is desired, it will be performed upon request, at a reasonable cost and the findings will be
reported in a supplemental repozt,

NOTICE: ...Reports on this siructure prepared by varieus registered companies should list the same findings (i.c.
termite infestations, termite damage, fungus damage, efc.), However, recommendations te correct these findings may
vary from company to company...You...have a right to seek » second opinion...from another company,

An estimate will be provided for most if not all Section 1 iters. This estimate is provided as a courtesy and in our opinion is
competitive if not lower then most competitors. It is advised that qualified persons provide additional estimate for comparison
based off the items mentioned in the report, There should not be any additional hidden cost once work begins for repair except
for those items in the report thaf are limited to the scope of tepairs to a specific location. Other contractors may low-ball the
doliar amounts and/or not have a complate understanding as to the complexities regarding the requirements pass down by the

Structural Pest conirol Board. For your safety be advised that all contractors should be licensed, have workmen’s
compensation and liability insurance,
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THE PURCHASE CONTRACT AND CONFIDENTIALITY REQUIREMENTS

The Real Property Sale and Purchase Contract - The terms and conditions of every real property sale
and purchase transaction are determined by the real property purchase contract. It is essential that every buyer

and every seller carefully vead any contract pertaining w the sale and purchase of real property in its entirety
before accepting its provisions by signing it.

The terms and conditions of every real property sale and purchase transaction are determined by the real
property sale and purchase contract. In the contract, the seller agrees to sell and a buyer agrees to buy real
property pursuant to the contract’s provisions. Generally, the buyer and the seller accept those provisions
by signing the contract in the acceptance section (or when the last of any counter-offers has been signed by
the receiving party without any changes and a signed copy of that counter-offer is received by the issuing
party). When both parties have accepted the contract, the contract becomes 2 legal binding document and
creates obligations on the part of both parties to act and perform in the manner specified in the document.

A common misconception is thar any standard real property sale and purchase contract will work in every
sienation. In fact, nothing could be farther from the truth. Purchase contracts are often developed for a
particular marker area and may not be appropriate for use outside that market area. But most standard real
property sale and purchase cantracts are adaptable and selless and buyers may add, modify ot delete any
provision they wish. However, any additions, modifications or deletions must be lawful, agreed upon and
signed by both parties.

Although real property sale and purchase contracts can vary widely, most commonly used forms of
agreement coneain secrions dealing with the following subjects:

The names of the parties to the contract;

A description of the property;

The amount of the purchase price;

The amounts of the deposit and the down payment;

The method of payment;

The escrow holder and its locatian;

Financing terms, if any;

Obtaining a preliminaty tide report and insurance;

Fixeures (included and excluded);

Personal property (included and excluded);

Physical and geological inspections;

24-hour notices from seller to buyer to remove inspection and other contingencies;

Warmnties and any exceptions;

Delivery of offers, acceptances and other documents by any method, including e-mail;

Inspection, financing, title and other conditions of performance that must be satisfied within a
specified period of tme to avoid termination of the conwact {commonly referred to as
“contingencies™);

*  The closing date; and

*  Physical possession.

L] L] » L] L ) L - L] L] - - L] - [ ] »

It is essential that every buyer and every seller carefully read any contract peraining to the sale and purchase
of real properry in its entivety and undesstand the obligations that are being assumed before accepting its
provisions by signing it.

The above is provided for informational purposes only to provide buyers and sellers of residential real
property with basic, general information about real property sale and purchase contracts. Tt should be
viewed as a starting point only. It is nor intended to be a complete summary of important information
regarding purchase contracts. Buyess and sellers are urged to consult with a qualified real estate avorney if
they desire any legal advice or have any questions, such as whether a particular contvact is appropriate for use
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in a specific transaction, A real estate broker or agent (referred to in this document as a “real estate broker” or
g

“broker”) can advise on real estare transactions only and is not qualified to pive leoal advice or answer
) Y ¥ q!
questions concerning matters of law,

Confidentiality Requirements - Unless the buger and seller enter into a special confidentinlity
dgreement; the existence, terms and conditions of the buyer’s offer or seller’s counter-offer are not confidential,

When a buyer makes an offer to purchase there is a possibility ¢hat the seller or seller’s representatives may
not treat the existence, terms or conditions of the offer as confidential unless confidentiality is required by
law, regulation, or by any confidentiality agreement between the parties. Likewise, for a seller making a
counter-offer there is a possibility thar the buyer or buyer’s representatives may not treat the existence, terms
or conditions of the counter-offer as confidential unless confidentiality is required by law, regularion, or by
any confidentiality agreement between the parties.

Generally, the existence, terms or conditions of such an offer or counter-offer {or any contract that is formed)
are not considered to be confidential under California law unless there is a preexisting confidentiality
agreement. in effect. Accordingly, a buyer or seller seeking confidentiality in this regard should inquire as to
whether there is a standard form of confidentiality agreement available that can be reviewed and considered
or, alternatively, the pariy should engage a qualified attorney to drafi one. And, where there is such a
standard form of confidentialicy agreement available, if either party wishes to male any changes to it or has
any questions, the party should engage a qualified real estate attorney,

TITLE AND POSSESSION

Taking Title - How # buyer sakes title can have an impact on financing, esiate planning and other impartant
issues.

Title to real property may be taken as 2 sole or concurrent owner. Concurrent ownership involves ownership
by two or more persons and includes tenancy-in-common, joint tenancy and community property.

As a sole owmner, one person alone enjoys the benefits of real property and is subject to the accompanying
burdens, such as the payment of taxes. A sole owner is free to dispose of real property ai will, and normally
only a sole owner’s signature is required on the deed of conveyance, In fact, even afier marriage, a husband

or wife may continue to own real (and personal) property separately from the other spouse under certain
circumstances.

A tenancy-in-common exists where two or more persons are owners of an undivided interest in real
property. Cienerally, each owner (or tenant-in-comman) has a right to possession of the entire property and
no owner may exclude any other owner from any portion of the property or clim any portion for himself or
herself alone, unless otherwise provided in a written agreement. Additionally, unless a written agreement
provides otherwise, any tenant-in-common is free to sell, convey or mortgage the tenant’s interest in the
property as he or she sees fit, and the new owner simply takes his or her place as 2 tenant-in-common with
the other owner or owners, {Please see Tenancy-in-Common on page 22.)

Joint tenancy exists where two or more persons are joint and equal owners of the same undivided interest in
real property (in other words, each joint tenant equally owns the real property as a whole, as opposed to
owning a percentage interest only). The most important characteristic of joint tenancy is the right of
survivorship. It means thar if one joint tenant dies, the surviving joint tenant immediately becomes the sole
owner,

Community property basically consists of all praperty, other than separate property, acquired by a husband
and wife or either of them during 2 valid marriage.
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The manner in which title to real property is held can significantly affect the rights and libilities of the
owner(s). And those rights and liabilities are subject to being changed by state and local government. For
example, in San Francisco, the Board of Supervisors has asempted to restrict the rights of tenants-in-
common in the past and may do so in the future. For these and other reasons, buyers are urged to consult

with a qualified real estate attorney knowledgeable regarding San Francisco seal property issues to determine
what form of ownership best fits their needs.

Seller Occupancy Agreements - Allowing a seller to resain possession of real property afier the close of

escrow can have serious consequences and vequires a sepavate written agreement or addendum to the purchase
contrack to minimize the potential for misunderstandings.

Sometimes, as an accommodation, a seller will seek to remain in possession of real propesty after the close of
escrow. In most instances, this occurs where the seller needs time for the escrow for a new home to close.

To avoid any misunderstandings, it is recommended that buyers and sellers enter into a special agreement or
addendum to their existing real property sale and purchase contract spelling out such key terms as the length

of the seller’s occupancy, the amount of the security deposit, the existence of homeowner’s insurance and the
like,

Additionally, in recognition of State landlord-tenant laws and San Erancisco’s Rent Ordinance, special
attention should be given o structuring the relationship strictly as one in which the seller remains in
possession as a mete guest for 29 days or less and does not pay rent.

The San Francisco Association of REALTORS® publishes a special form for use in this regard entitled,
“Contract Addendum-Seller to Occupy After Close of Escrow.” Tt covers many of the issues that have arisen
in recent years in regard to sellers occupying real property after the close of escrow. But questions of a legal
nature regarding the use of this form and the appropriate handling of a seller’s oceupancy, including but not
limired to whether to accept payments from the seller as 2 guest or allow the seller to remain in possession for

30 days or more, should be referred to a qualified real estate attorney knowled geable regarding San Francisco
real property issues.

FINANCING AND INSURANCE

Purchase Financing - Delays in the processing of a loan applicasion can affecr the buyers ability w0 close
escrow on time. These deluys can be avoided if the buyer prequalifies for a loan. Regardless of the civeumstances,

care should be exercised by the buyer in deciding when to remove any financing contingency in sthe real property
sale and purchase contract,

Arranging for financing for the purchase of real property can be a complicated and time-consuming process.
The process begins with the completion of a loan application which provides the lender with information
concerning the borrower’s credic, assets, employment history and annual income. While the information in
the application is being verified, an appraisal of the property usually will be undertaken by an appraiser to
determine its value. The appraisal is imporsant because it must support the amount of the loan being
requesied. Once the information in the application has been verified and an appraisal of the property has
been completed, 2 committee of the lender will meet to determine whether the loan can be approved.

Typically, a bank or mortgage loan broker will indicate likely approval of the application by the issuance of 2
letter conraining a conditional “loan commirment.” The letter usually will state conditions that must be
satisfied in order for the loan to be funded. Until each of these conditions is satisfied, the loan may be
declined by the lender. Care should be exercised by the buyer in deciding when to release any financing
contingency in the purchase contract based upon such 2 “loan commitment.” The buyer who releases the
financing contingency based upon such a “loan commirment” risks being forced to breach the contract and
the loss of all deposics if the conditions for the loan cannot later be fully met.
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Each lender maintains its own qualification requirements and, befose an application can be approved, the
borrower must meet those requirements.

1f conventional financing cannoc be arranged, it is possible that some buyers will be able to qualify for a low-
income loan available from any of a variety of different sources, However, such loans often carry higher
interest rates, points and other terms that are more financially burdensome than would be found in =
conventional foan.

Regardless of whether financing is conventional or nonconventional, buyers and sellers should be aware that
delays in the processing of loan applications can occur and that these delays can affect the ability of the buyer
to close escrow on the agreed upon date. Buyers often can avoid such delays by selecting a local office of 2
bank ot local mortgage loan broker as soon as the search for real property begins and “prequalifying” for a

loan, subject to the lender’s approval of the financing conditions of the real property sale and purchase
CORLEACE.

Tt is the buyer’s obligation to obtain financing, not the real esrrte broker’s, and sime is of the essence in. this
regard.

Further, it is the buyer’s obligation, not the real estate broker’s, to make all decisions regarding the type of
financing to obein, It is up to the buyer to carefully evaluate his or her personal financial condition and
ability to perform all of a loan’s provisions during the entire term of the loan (typically 30 years). In this
regard, buyers are cautioned 1o fully consider their ability to perform with respeet to “interest only” and
adjustable rate loans chat convert o a fully amortized loan with adjusted interest rates within three years or
less from their original funding date. And caution is especially suggested with respect to loans that are due in
less than 30 years, such as in 7-10 years from funding, or that have interest rates that adjust frequently, have

no upper limits oo increases, and that are based upon benchmarks other than the 11" District Cost of
Fands.

Seller Financing - Seller “carryback” financing can belp o facilitate @ transaction bus requires special
attention and ofien comes with additional risks that a buyer should cavefully consider before proceeding.

In any economic environment, but particularly when loans from financial institutions are harder to obuain
for buyers, a seller may offer carryback financing to the buyer. Under this type of financing, the seller
receives a downpayment from the buyer and then assumes the burden of financing the purchase of the
property by making a lean to the buyer for the difference hetween the deposit and the full or some portion of
the purchase price. More often than not a seller cartyback loan follows a financial institution’s loan as a
matter of record and in terms of priority if foreclosure becomes necessary.

Seller financing can raise numerous burdens, risks and issues for a buyer. For example, the interest rates for
seller financing can be higher than a financial institution’s loan and subject to escalation. Such financing
mright bave large “balloon” (balance due) payments that come due more quickly than a financial institution’s
loan. Further, seller financing might be unassignable. And, if an existing first loan is not paid off at the close
of escrow, or assumed by the buyer, the seller carryback loan could trigger a “due on sale” clause in the first
loan that results in the buyer losing the property if the buyer cannot fully satisfy the first loan.

Accordingly, any buyer or seller considering carryback financing should engage a qualified real estate arrorney

to draft the necessary promissory note and deed of trust and provide advice regarding the relevant legal
issues. Real estate brokers are not qualified ro provide these services.
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Obtaining Homeowner's Insurance - Buyers are uiged to apply for homeowner's insurance as soon as the

offer to purchase has been accepted and they shonld consider making the real property sale and purehase contract
contingent upon obtaining bomeowner's insurance.

For years, insurers offering homeowners insurance in California have been reluctant tw insure certain
prospective hameowners due to their loss history or the loss histoty of the property they are purchasing,
Reports abound that insurance premiums have become especially costly and that policies now conrain
unfavorable restrictions, as well as limits and exclusions they did not contain previously.

Many insurers have announced that while they will renew existing policies, they will not write new ones. In

a few instances, insurers have indicated that they are contemplating withdrawing from the California
insurance market altogether,

Because of the potential difficulty in obrining homeowner's insurance, buyers are urged to investigare the
availability of and to apply for such insurance as soon as their offer to purchase has been accepted. Buyers
can further this process by making ceriain that there is a provision in the purchase contract requiring the
seller to provide a “CLUE” (Comprehensive Loss Underwriting Exchange) report on himself or herself and
the real property. Buyers also should order a CLUE report on themselves. Such reports are compiled from
a commercial database chat eracks the loss history for persons and properties for the past five years. The
information in the reports gready influences an insurance company's decision whether to issue homeowner's
insurance 1o a person or for a property. Buyers should be aware that their inability to obtain homeowner's
insurance might affect their ability to obtain morigage financing for the property.

Sellers, on the other hand, should be aware thar if obuining financing is a contingency of the purchase
coniract, buyers may be able to cancel the contract in the event the financing contingency remains in effect
and insurance is unavailable, since most lenders require insurance coverage. To reduce the likelihood of that
occurring, the seller may elect to provide the buyer with a disclosure of any known insurance claims made
against the property during the seller’s ownership.

Some purchase contracts require the buyer to either remove the financing contingency within a certain time
or cancel the contract, If the buyer cannot obtain instrance, this will put him or her in the difficult position
of choosing cancellation or risking loss of the contract deposit. IF the partics are operating under such a
contract provision, the seller and/or the buyer could consider whether they each wish to agree to extend, in
writing, the date for the removal of the financing contingency to allow additional time for the buyer to obtain
insurance. Another option would be for the buyer to make the contract contingent on the obmining of
insurance so the provision operates independently of the financing contingency.

Any huyer or seller who has questions regarding homeowner’s insurance should refer them 1o a qualified
insurance broker. Real estate brokers are nor qualified to give opinions in this regard.

Insurance for Condominiums - 7%e Federal Home Loan Mortgage Corporation imposes a surcharge on ail
condominium loans which it buys,

The Federal Home Loan Mortgage Corporation {Preddie Mac) imposes a surcharge on all loans for
condominium unics in California which it buys. The surcharge is equivalent to one percent of the unpaid
principal balance of the loan. The surcharge, however, can be reduced or waived under certain
circumstances.  These circumstances inciude the existence of earthquake insurance coverage for the
condominium unit as well as the complex in which the unit is located and/or a favorable evaluation of the
physical characteristics of the unit and the complex using a risk assessment system developed by Risk
Management Solutions, Inc. (RMS) of Menlo Park,
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Freddie Mac was created by Congress in 1970 to increase the availability of mortgage credit for the financing

of housing. It does this by buying mortgages from lenders nationwide and packaging them as securities for
resale to investars,

Homeowners' associations for condominium complexes generally buy insurance covering structural damagc
to the complexes on behalf of all of the owners. The owners themselves usually are respon.ﬂble for insuring
the contents of their units. But even when homeowners’ associations obtain earthquake insurance, they often
fail to set aside sufficient funds to cover the high deductible—typically 10 perceat of the insured value of the
property.

Anyone purchasing a condominium unit should be aware that if the homeowners' association for the
complex in which the unit is located lias not obtained easthquake insurance coverage or prefunded the
deductible for an earthquake insurance policy, owners of units in the complex could be assessed to provide
funds necessary to make repairs to the complex in the event an earthquake causes damage to the complex. In
addition, it should be kept in mind that if the owner of any unit fails to pay such an assessment, the
homeowners’ association may have a right to foreclose against that owner’s unit.

Earthquake Insurance - Many private inswrance companies provide earthquake insurance through the

Californin Earthquake Authority ("CEA"), a publicly managed, privately finded organization created by the
California legisiature in 1996.

Earthquakes can cause extensive damage to real property and loss of personal possessions. Obraining
earthquake insurance is a way to mitigate the losses caused by earthquales.

Insurance companies used to provide earthquake insurance as an endorsement to homeowners insurance
policies. However, after the Nocthridge Farthquake on January 17, 1994 it became much more difficult and
expensive to obtain earthquake insurance.

Under California Insurance Code Section 10081, insurance companies that provide homeowners policies

and pahcles for quahfymg condominiums and apartments must also offer earthquake insurance coverage.
Some insurance companies no longer offer homeowners policies at all in order to avoid offering earthquake
insurance.

The mandatory offer of earthquake insurance must be made in writing, describe the coverage amounts, list

the deductibles, and state the policy premium. (Cal. Ins. Code Section 10083.) The law prohibits an
insurer from canceling, rejecting, or refusing to renew a residential property palicy because the homeowner
has accepted the offer of earthquake coverage. (Cal. Ins. Code Section 10086.5.)

Under California law, at 2 minimum, an offer of earthquake insutance coverage must include the following:

(1) Dwelling coverage (essentially the cost to rebuild the structure on the property);
(2) Contents coverape; and
(3) Additional living expenses (*ALE"),

The maximum deductible that an insurer can charge is 15% of the policy dwelling coverage, {Cal. Ins. Code

Section 10089(b).) However, it is possible to purchase earthquake insurance with a lower deductible of
10% of the dwelling coverage.

Many private insurance companies provide their required earthquake insurance through the California
Earthquake Authority (“CEA™), a publicly managed, privately funded organization created by the California
legislature in 1996, Additional information abour the CEA is available through its web site ac
www.carthquakeauthority.com. The CEA also can be contacted by telephone at 877-797-4300.
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Earthquake insurance through the CEA is available with limits up to $100,000 in contents coverage and
$15,000 for ALE, In addition, a policyholder can purchase the lower deductible of 10%. Condominium
owners and renters are not eligible for the lower deductible but can purchase the higher limits for contents
and ALE coverages,

The CEA is not the only way to obmin earthquake insurance in California. There are a few privawe

insurance companies that offer earthquake insurance such as GeoVera, Pacific Select, and Axis U.S, among

others. Please see your private insurance broker for further information about the available coverages and
costs.

‘Whether or not to buy earthquake insurance is an impartant decision for every homeowner to make. It is
recommended that every homeowner review the CFA web site and speak with CEA representatives and a
knowledgeable local insurance broker before making that decision.

Involuntary Unemployment Tusurance - Insoluntary unemployment insurance can provide peace of
#ind.

Some insurance companies may offer policies of insurance under which a specified number of mortgape
payments will be made to an institutional lender in the event the borrower becomes involuntarily
unemployed.  Loss of employment can be unexpected and devastating financially.  Involuntary
unemployment insurance, where available, can provide some peace of mind and an impostant finandial safety

net. For these reasons, it is suggested thar buyers consider whether or not they wish to obtain this form of
insurance.

SPECIAL CIRCUMSTANCE TRANSACTIONS

Probate Sales - The sale of estase real property typically is subject to probate cours confirmation.

The representative of the estate of a decedent (i.e., the executor or administrator) may sell the real property of
an estate where it is found to be in the best interests of the estate to do so. Under such circumstances, the

sale of the property iypically is subject to probate court confirmation. The following rules govern the sale of
property subject to such confirmation:

The offer to purchase must be for a price that is nor less than 90 percent of the appraised value of the
real property. When such an offer is reccived, the representative may accept ir, subject to probate court
confirmarion. When the coust has set the matter for hearing, any interested person may bid on the
property at the time of the hearing. To open the bidding, there must be an increase over the amount of
the original offer of at least 10 percent of the first $10,000 and five percent of the balance. Once the
bidding has been opened, the court in its discretion may permit the bidding o conrinue on lesser

increases until it declares a bid to be the highest and best obtainable. The sale then will be confirmed by
the court to the maker of that bid.

The Independent Administration of Estates Act (“TAEA”) provides a simplified method of probating estates
with limired court supervision. Under TAEA administration of an estare, the estate representative may enter
into an exclusive authorization and right to sell listing contract with a broker for a period not to exceed 90
days, without prior court approval, to market and sell the real property without court confirmation. The
ability of the representative of an estate to marker and sell real property without court supervision under
IAFA rules, however, is conditioned upon there being no objections by interested persons (generally heirs)
who are given the right to object under the Act,

Regardless of the method used to probate the estate of a decedent, real property always is sold "as is" and,
generally, no Real Estate Transfer Disclosure Statement is required.
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Court Confirmation - Buyers are sirongly advised to be in court whenever their offer to purchase is presensed
t the court for confirmation.

Whenever the sale of real property is subject to open, competitive bidding, as in the case of a probate,
conservatorship, guardianship, receivership or bankruptey sale, it is strongly recommended that the buyer
be in court at the time his or her offer to purchase is presented for confirmation. Buyers should understand
that, in sales requiring court confirmation, the property may continue to be marketed by the broker and
others, and thar the broker and others may represent other competitive bidders prior to and at the court
confirmation. Individuals who have questions or are seeking advice regarding probate sales are urged to
contact a qualified real estate attorney knowledgeable reparding probate sales. Real estate brokers are not
qualified to give opinions in this regard.

Short Payoff - Tux consequences can be exceedingly impartant in shors payoffsituations.

In some instances, particularly where real property values have declined, a property’s value at the time of sale
can be less than the current balance of the underlying mortgage. “Short payoff,” also known as a “short sale,”
is a term used to describe a real property sale and purchase transaction in which the lender agrees to accept 2
payoff which is less than the amount of the borrower’s debt. Such payoffs typically arc arranged in cases
where a borrower has defaulted on the loan secured by the property.

Tax consequences can be exceedingly imporeant in short payoff situations. It is recommended thar sellers
seele the advice of an appropriate professional, i.e., a certified public accountant or qualified real estate
attorney, before attempting to arrange a short payoff. Also, in any short payoff situation the seller should
negotiate with the lender regarding how the payoff will be reported to credit reporting agencies. Prior to
agreeing to a short payoff, the lender may require the seller t furnish a variety of documents, including a
copy of the real estate sale and purchase contract covering the sale of the property and proof of the buyer’s
ability to purchase the property.

Finally, if the propetiy being purchased contains 1-4 residential units and is che seller’s principal residence
and the buyer is an investor who will not use the praperty as her or his principal residence, special
California laws designed to protect the sellers may apply. These laws create very serious risks for buyers and
may sesult in criminal penalties. Ir is thus strongly recommended that an investor buyer contemplating

such a transaction engage a qualified attorney. Real estate brokers are not qualified to provide advice in this
regard.

Foreclosure, REQ, Tax and Bankruptcy Sales - “Distress” real property sales can result in lower prices
but can alse come with dangers.

Lower purchase prices generally can be obtained when buying a property owned by a bank after a
foreclosure. Such a property is commonly known as a “Real Estate Owned” or “REQ” property. And similar
opportunities may exist with respect to properties sold in connection with foreclosure proceedings, by tax
authorities or a bankruptcy trustee, But such purchases are almost always “as is” with no disclosures
whatsoever and there may be no right o sue the seller if there ate any defccrs. Such transactions can also be
complicated and include specialized documentation and payment requirements. Accordingly, it is strongly
tecommended that buyers considering making an offer to buy such a property engage both a qualified
attorney to assist them in the transaction and a contractor to perform whatever inspections of the physical
condition of the property that may be allowed. Real estate brokers are not qualified to provide any such legal
advice or professional property inspection services.
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ESCROWED FUNDS, FEES AND COSTS, TITLE INSURANCE

“Good Funds” - The nature of funds deposited in escrow will determine when shey may be disbursed.

Special rules govern when escrowed funds can be disbursed by title insurance or conerolled escrow
companies. Under these rules, funds may be disbursed:

*  On the same day as deposited if the funds are deposited in cash or by electronic transfer (“wired
funds™;

*  On the next business day if the funds are deposited by certified check; or

*  On the day the funds must be made available to depositors for withdrawal (up to seven days) if the
funds are deposited by any other type of instrument, including a personal or business check.

If it is important for an escrow to close on a cermin date, the transfer of fands must be made well enough in
advance of close of escrow to ensure the availability of the funds under the above-described rules.

Escrow Fees and Costs - Funds deposited in escrow will not necessarily be released auomatizally when an
escrow is canceled.

In real property sale and purchase transactions, time almost always is of the essence. This means that the
successful completion of every transaciion depends on the timely performance of various acts described in the
purchase contract. Such acts include obtaining inspections and arranging financing on the buyet’s part, and
making appropriate disclosures on the seller’s pare. If these acts are not performed on time, the purchase
contract is subject to being terminated or canceled by giving appropriate notice, or it may be deemed
terminated or canceled aomatically by its terms, along with the escrow, depending upon how it was
drafied, and the facts and circumstances surrounding the transaction. In the event a party is in breach, the

other party may be entided to remedies, which can include liquidated damages. (Please see Liquidated
Damages on page 18.)

In the event a purchase contract and/or escrow is terminated or canceled, or a contract is not performed due
to a breach, funds deposited in escrow or other trust fund accounts may not be released automatically, even
when the liquidated damages clause in the purchase contract has been initialed by both the buyer and the
seller. Fees and costs may be owing to title, escrow, inspection and other companies which provided services
during the escrow period. These fees and costs may be subject to being paid from the above-described
funds. Usually, funds deposited in escrow will not be released withaut the writen consent of the buyer and
the seller, or a court order. Por that reasan, if either party does not give this consent, there could be a delay
in che funds being disbursed or a need for mediation, arbitration or court proceedings.

Title Insurance - The choice of a policy of tisle insurance can bave significant logal consequences.

Generally, a title insurance policy is a contract indemnifying the owner of real property, as well as the lender,
against loss arising out of the following marters in existence as of the date the policy becomes effective (if they

are not excluded or covered by exceptions in the policy): recorded liens or encumbrances; defects in title; and
lack of access to and from the land.

There are several rypes of citle policies which vary in cost, extent of coverage and terms. Policies written by
the California Land Title Association {CLTA) and the American Land Title Association (ALTA) are the
policies which have established preeminence in California. The three title policies generally used by ownets
of residential rcal property are the CLTA standard coverage policy, the ALTA residential policy and the
ALTA owner’s policy. CLTA policies generally are considered 1o offer the least coverape.
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Typically, before issuing citle Insurance, the title insurance company will issue a “Preliminary Title Report”
or “Preliminary Report.” Buyers should carefully review this report, especially its exceptions and exclusions
to coverage. But they should also understand that this report does not represent a guarantee by the title
insurance company as to all important liens and other recorded documents affecting title to the real property
being purchased. Instead, the report is only the basis upon which the title insurance company will consider
issuing title insurance. Buyers nonetheless should consider requesting the title insurance company to
provide copies of all recorded documents referenced in the report’s exceptions so that they can review and
approve or disapprove them before any dtle contingencies in the purchase cantract expire,

Any questions regarding the type of policy to be issued, its coverage, the exclusions to coverage, the
advisability of endorsements {which provide broader coverage than the policy itself) or the exceptions listed
in the Preliminary Title Repott should be discussed with the title company and a qualified real estare
attorney. Decisions concerning these matters can have significant legal consequences.

TAXES

Transter Taxes - All counties and many cities impose u wax on the sale of real property. The matier of who
pays the tax usually is dictated by custom,

All counties in California impose a tax of at least .00110 percent on the purchase price of rezl property
whenever the propesty changes hands. Tn addition, cities may increase the tax rate to generate addirional local
revenue. Some cities, such as San Francisco, have adopted tiered rates. San Francisco’s rates, for the
categories of property described, are as follows:

*  Properties selling for between $100.01 and $250,000 - $5 for each $1,000 of property value or
portion thereof;

*  Properties selling for between $250,000.01 and $999,999.99 - $6.80 for each $1,000 of property
value or portion thereof;

*  Properties selling for between $1 million and $4,999,999,99 - $7.50 for each $1,000 of property
value or portion thereof; and

*  Properties selling for §5 million or more - $15.00 for each $1,000 of property value or portion
thereof,

Note: Transfers of leaseholds with a term of 35 years or more are subject to a transfer tax,

Since most transfer tax ordinances do not specify whether the tax is to be paid by the buyer or the seller, the
custem which prevails in the jurisdiction in which the real property is located usually dictares whom will
pay the tax, In San Francisco, it is the custom for the seller to pay the tax,

California Real Property Tax Reassessment - Reaf property is reassessed upon change of ownership and,

in certatn circumstances, the construction of improvements. The new assessed value is equivalent to the purchase
price and is subject to being increased by ds much as two percent cach year.

Annually, cach county in the State collects an ad valorem tax on real property. The tax is payable in two
installments, one due on November 1 and delinquent after December 10, and the second due on the
following February 1 and delinquent after April 10.

Under Proposition 13, passed by California voters in 1976, the ad valorem tax race is sec at one percent of

the full cash {or assessed) value of real property. This limitation, however, does not apply to special
assessments levied for the purpose of paying the interest and redemption charges on bonded indebtedness
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approved by county voters. The assessed value of real property is subject to being increased by as much as
two percent each year, or by a larger amount upon change of ownership.

Buyers should be aware that the assessed value of real property is adjusted upon change of ownership to an
amount equal to the purchase price of the property. Also, under cerain circumstances, the construction of
new improvements o an existing property can trigger an adjustment to the assessed vatue of the property.

The real property tax due for any property can be calculated by multiplying the assessed vafue of the

property by the real property tax rate for the county in which the property is located. In San Francisco, the
tax rate for fiscal year 2008-09 is 1.163 percent,

After change of ownership, a supplemental tax bill may be issued to collect taxes owing for the current tax
year based on the difference between the previous and the new assessed values of the real property. The seller
is responsible for the payment of taxes due prior to close of escrow and the buyer is responsible for the
payment of taxes due after close of escraw, including any supplemental tax bill(s).

Since the assessed value of veal property cannot exceed the fair market value, State law provides a way to
challenge the assessed value when the marker value declines. For questions regarding ad valorem taxes,
buyers and sellers should contact the county assessor’s office at 415-554-5596, and a qualified real estate or
tax attorney and/or ceriified public accountant. Real estate brokers are not qualified w give opinions in this
regard.

Mello-Roos Act - Sellers, in certain circumstances, must make a good fuith effort to obtain a Mello-Roos tax
levy disclosure notice from eack agency levying a Mello-Roos tax and provide a copy to the buyer.

Real property can be subject to continuing tax levies under the Mello-Roos Act. Such levies are used to
finance certain designated public services and capital facilities, Among the services and facilities typically
financed through “Mello-Roos districts” are police and fire protection services, ambulance and paramedic
services, parks, elementary and secondary schools, libraries, museums and cultural facilities.

In connection with the sale of residential real property improved with one to four dwelling units subjeet 10
Mello-Roos tax levies, the seller is required to make a good faith effort to obrain a tax levy disclosure notice (a
“Notice of Special Tax") from each agency levying a Mello-Roos tax. If such a notice is available, the seller
must provide a copy of it to the prospective buyer. The notice must specify, among other things, the
maximum tax which can be levied by the agency.

Most real property in San Francisco is subject to Mello-Roos tax levies.

L

Effective January 1, 2002, the seller of any real property subject to a continuing assessment to secure bonds
issued pursuant to the Improvement Bond Act of 1915 (legislation which allows local governments to issue
bands to fund various projects) must make a good faith effort to obtain and deliver to the prospective buyer
a notice of such assessment. The notice of assessment must be combined with any noiices relating to Mello-
Raos tax levies, to the extent feasible,

FIRPTA - Buyers must withhold and transmit to the Internal Revenue Service 10 percens of the purchase price
of real propersy if the seller is a nonresident alien individual or o foveign corporation.

The Foreign Investment in Real Property Tax Act (FIRPTA) requires the buyer to withhold 10 percent of
the gross purchase price of real property, and report and transmit the amount withheld to the Internal
Revenue Service ("IRS”) if the seller is a “foreign person” (i.e., a nonresident alien individual or a foreign
corporation). No withholding is required if any of the following applies:
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*  The seller furnishes the buyer with an affidavit of nonforeign status;

*  The real property is acquired for use by the buyer as the buyer’s residence and sells for no more
than $300,000; or

* The transaction is a “non-recognition transaction” for the seller and the seller furnishes the buyer
with 2 notice to that effect.

Failure of the buyer to withhold 10 percent of the purchase price of real property when required can expose
the buyer to personal liability to the IRS for the taxx. A buyer can avoid personal liability for the wax by
having the seller complete and sign an affidavie of nonforeign status so long as the sefler is an individual and
the buyer has no knowledge that che affidavit is false, Pursuant to Internal Revenue Code Section 1445 (b)
(2), the affidavit, under penalty of perjury, must provide the seller’s United Stares taxpayer identification
number and declare that the seller is not a foreign person.

Buyers and sellers are urged to review and discuss the requirements of FIRPTA with a qualified real estate or
tax attorney and/oe certified public accountant to dewermine their applicability to any specific real property
sale and purchase transaction. Real estate brokers are not qualified to give opinions in this eegard.

California Withholding - Buyers must withhold and transmit o the Siate Franchise Tax Board 3 1/3

percent of the gross purchase price af investment real property as & prepayment toward Stase income taxes due from
the seller, unless an exemption applies.

Generally, under the California Foreign Investment in Real Property Tax Act (CAL FIRPTA), 4 buyer must
withhold and transmic to the State Franchise Tax Board funds equal to 3 1/3 percent of the gross purchase
price of investment real property as a prepayment toward the State income tazes due from the sellet as a result
of the transaction, unless an exemption applies, There are several exemptions, ineluding, bur not limited to,
iransactions where the purchase price of the property docs not exceed $100,000, the property is sold ar a
loss for California income tax purposes, the propesty is 2 part of an Internal Revenue Section 1031 exchange
or the property is the seller’s principal residence,

Additionally, a non-exempt seller may, as an alternative, elect to withhold from the sales proceeds an amount
certified under pemalty of perjury to be equal to the maximum California personal or corporate tax rate,
which is currenily 9.3 percent for individuals, multiplied by the anticipated recognized pain on the
transferred property. There are penalties for underestimating this amouar.

Buyers and sellers are urged to review and discuss all tax maters, including, but not limited to State
withholding requirements, with a qualified real estate or tax attorney andfor certified public accountant to

determine their applicability to any specific real property sale and purchase transaction. Real estate brokers
are not qualified to give opinions in this regard.

Renting Apartment Units - Qwners offering apartment units Jor rent in structures with four or more units
mutst obtain a business regisiration cevtificate and pay applicable taxes.

If the real property being purchased includes apartment units, the buyer should be aware that the Ciy and
County of San Francisco considers letting such units in scructures with four or mote units to be a business.
Any individual, partnership or corporation commencing business operations in San Francisco must file an
application for a business registration certificate with the Office of the Treasurer and Tax Collector within 15
days of commencing such operations. A repistration fee must accompany the compleied and signed
applicasion.

For owners registering new businesses for the first time, the registration fee is based on the tax due on the
business’ estimated payroll expense. For 2009, the tax rate on payroll expense is 1.5 percent.
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The certificate is issued for the calendar year, January 1 through December 31, It is renewed annually in
October for the following tax year. There is a penalty equal to the amount of the fee for failure to renew by
the due date of October 31. In addition to renewing the certificate each year, business owners must file an
annual staement, including payroll expense, with the Office of the Treasurer and Tax Collector no later than
the last day of February, even if the business has no payroll expense for the year, Businesses with a
calculated tax amount of $2500 or less that file in a timely fashion may claim the small business exemption
and pay no tax. Failure to file a siatement will subject the business owner to forfeiture of the small business
exemption, plus penalties and interest. Businesses with calculated tax obligations under $500 may send an
official postcard in lieu of the statement if the postcard is filed in a timely fashion.

For further information, contact the taxpayer assistance hotline at 415-554-4400, send e-mail to
treasurer.taxcollector@sfgov.org, or visit the Office of the Treasurer and Tax Collector in Room 140 at City
Hall. (Please sce Apartment License Fee and Rent Qrdinance Fee below.)

Apartment License Fee - Owners of apartment buildings with three or maore units muss pay an applicable
apariment license fee.

Owners of structures with three or more rental units must pay an annual apartment license fee to the City
and County of San Francisco. The fec is added to the owners’ annual properiy rax bill as a special
assessment by the Department of Building Inspection {(“DBI").

The amount of the fee is determined by the number of units in the scructure and the year built, as follows:

Unirs Toral Fee for Pre-1979 Buildings

3 $122.85

4-6 $156.00

7-10 $206.95

11-15 $272.35

16-20 $378.15

21-30 $444,50

31+ $444.50, plus $55 for each additional 10 units.
Unirs Total Fee for Post-1979 Buildings

3 $111.85

4-6 $142.00

7-10 $187.95

11-15 $248.35

16-20 $344.15

21-50 $404,50

31+ $404.50, plus $50 for each addisional 10 units.

To inquire about the aparement license fee, please contace the housing inspection division of the DBI at 415
558-6220 or visit the DBI web site at www.sfgov.org/dbi.

Rent Ordinance Fee - The fee is billed to landlords each year as a special assessment on their property tax
bill.

Chapter 37A of the San Francisco Administzative Code allows the city to collect a per-unit fee for each
residential dwelling unit thar is subject to the Residential Rent Stabilization and Arbitration Ordinance to
defray the costs of operation of the Rent Board (the body charged with administering the ordinance), ‘The
fee is billed to landlords cach year as a special assessment on their property tax seatement, but because the
Rent Board provides services to both tenants and landlords, the law permits landlords to collect half of the
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fee from tenants in occupancy as of November 1 of each year. The fee for the 2008-09 tax year is $29.00
per apartment/home/condominium unit and $14.50 per tesidential hotel unic. The amounts that may be
passed through to tenants for thar year ace $14.50 per apartment/home/condominium unit and $7.25 per
residential hotel unit. Owner-occupied units are exempt from the fee unless there are tenants residing in the
owner's unit. To avoid receiving a bill for the fee for an owner-occupied unit, a homeowner’s exemption

must be on file with the county assessor’s office. Please call that office at 415-554-5542 or 415-554-5599
for details.

The manner in which the Rent Ordinance fee may be passed through to tenants and collected is described
by the Rent Board as follows:

°  “Section 37A.6 of the Administrative Code allows the landlord o recover 50% of the Rent Board fee
fram the enant by deducting it from the security deposit incerest payment due to the tenant each
year, If there is no security deposit held by the landlord, then the landlord may bill the enant
directly, Landlords who pay the security deposit interest annually may bill for the Rent Board fee
separately rather than deducting it from the interest payment owed.

* “Landlords may ‘hank’ the Rent Board fee since November 1999 and collect it in a later year. This
means that a landlord does not have o collect the fee in the year that it was due, bur is entited to
collect the Rent Board fee in later years if they so desire, Banking only applies to fees assessed from
November 1999 on. A list of prior Rent Board fees since 1999 is available at the Rent Board's office
and on our web site at www.sfgov.org/rentboard.

*  “The billing statement must specifically state the fee amount owed by the tenant for each year and the
amount, if any, of security deposit interest due the tenant for each year owing. The bill should also
state that the purpose of the fee is to find the Rent Board, and that the fee is due and payable withia
30 days of the date of the bill.

“Pleasc note that a tenant’s failure ro pay the Rent Board fee is not a just cause for eviction. The
tandlord will have to go to Small Claims Court in order to collect che fee.”

The Rent Ordinance fee is subject to change by the Board of Supervisors. For further information, contact
the San Francisco Residential Rent Stabilization and Arbitration Board ar 415-252-4600 or visit the board’s
web site at www.sfgov.org/rentboard. Additionally, buyers and sellers are urged to review and discuss any
questions they may have with a qualified real estate artorney or certified public accountant knowledgeable

regarding San Francisco business, real estate and rax issues. Real estate brokers are not qualified to give
opinions in this regard.

DISPUTE RESOLUTION AND DAMAGES

Mediation and Arbitration - Many real property sale and purchase contracts contain aptional or mandatory
mediation andfor arbitration provisions.

Despite efforts that may be made w avoid them, disputes can sometimes arise in connection with seal
property sale and purchase transactions. If a dispute involves a significant issue and the parties are unwilling

to come to an agreement concerning how it should be resolved, the filing of a lawsuit may seem to be the
oaly remedy available.

In order o provide buyers and sellers of real property with a less formalized and often less costly Form of
dispute resolution, many real property sale and purchase contracts contain optional or mandatory mediation
and/or arbitration provisions. Mandatory mediation clauses often provide that if a party fails or refuses to
mediate, that party loses the right to later obtain its attotney’s fees in an arbitration or court proceeding.

Only a qualified attorney is competent to give legal advice regarding the advantages and disadvantages of
mediation and arbitration.
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Mediation is a non-binding process by which the parties 1o a dispute come together with a professionally
trained and experienced mediator who assists them in attempting to resolve their dispute by negotiating 2
mutually acceptable seitlement. The result of a successful mediation is a written settlemnent agreement which,
when properly prepared and signed by all the parties w the dispute, should be legally enforceable. The
settlement agreement is a document that should be reviewed by a qualified real estate attorney since its scope
can affect imporeant legal rights. If mediation s unsuccessful, the parties are left to pursue other forms of
dispute resolution, such as arbitration or litigation,

The cost of medtation can vary depending on the mediator selected and the amoune of time allocated for the
mediation. Mediation fees can be as little as 2 few hundred dollars, divided equally between the parties, or
they can involve an initial filing fec of several hundred dollars plus a substantial hourly fee for the mediator.

Arbitration is a binding process by which the parties to 2 dispute {either by themselves or through their
attorneys) submit the dispute to a neutral arbitrator for resolution. A binding agreement to submit disputes
to arbitration is effecied when both the buyer and the seller initial the “Arbitration of Disputes” provision
contained in most residential real property sale and puschase contracts. By agreeing to arbitrate disputes, the
parties give up their right to have the dispute litipated in a court of law before a jury. Once the decision of
an arbitrator is rendered, it generally is not appealable and is immediately subject to full legal enforcement.

The disputes subject to arbitration include only those arising out of matters described in the “Arbiixation of
Disputes” provision of the residential purchase contract. Further, under most purchase contracts, the
brokers are not obligated to arbitrate any of these deseribed matters, Buyers and sellers should read this
provision carefully to determine which types of actions are included. Buyers and sellers are urged to consult
with a qualified real estate avwrney before initialing the “Arbitration of Disputes” provision of any purchase
contract. The legal profession is divided concerning the relative merits of a jury trial as opposed 1o alternative
forms of dispute resolution, such as arbitration. Buyers and sellers are arged to give careful consideration to
the consequences of giving up their rights to a jury trial before electing to arbitrate instead.

Liquidated Damages - Most residential real property sale and purchase contracis contain lguidated damages

clanses which, if initialed, set the maximum amount of damages a seller may recover if the residential real
property sale and purchuse contraci is breached,

Whenever a buyer fails to perform a material obligation agreed to in a real property sale and purchase
contract, the buyer is deemed to have breached the contract. Most residential purchase contracts coniain a
pravision which allows the buyer and the seller to agrec in advance on the maximum amount of damages
(so-called “liquidated damages™) a seller may recover through litigation if the contract is breached by the
buyer. This limit is usually three percent (3%) of the purchase price.

For the liquidated damages provision of a purchase contract to become effective, it must be initialed by both

the buyer and the seller, For any increased deposits to be subject to the provision, a separate, statutory
liquidated damages form also must be signed.

Initialing or signing a liquidated damages provision or form is not a guarantee that the seller will recover
liquidated damages. IF the buyer disputes the provision, the seller still must prove in a court of law or in
arbitration, among other things, that the contract was breached by the buyer. And even if the seller proves a
breach, the buyer still can seck a return of the funds, or some portion of them, by challenging the
“reasonableness” of the amount, Thus, for example, if within six monihs after the buyer defaults the seller
can sell the property w another party for the same amount, the buyer may be entitled to a return of the
deposit less any offsets for the seller’s carrying costs (e.g., interest on loans secured by the property, etc.).

Generally, the liquidated damages provision in most residential purchase contracts, when initialed by both
the buyer and the seller, has no effect on the damages the buyer may recover from the seller if the seller

breaches the conmact.  Buyess and sellers are urged to discuss any questions they may have regarding
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liquidated damages provisions with a qualified real estate attorney. Real estate brokers are not qualified to
quidated damages p q y q
give opinions in this regard.

SIZE AND LOCATION OF REAL PROPERTY

Square Footage and Lot Size - Bugers who require accurate square fooiage and lot size information should

have the improvements measured by a qualified appraiser or other professional before vemoving any inspection
consingencies,

Representations sometimes are made by the seller or in marketing materials, the multiple listing service or in
property tax records concerning the square footage of the improvements o and/or the lot size of the real
property being purchased. Such representations should be considered approximations only. It also should
be understood that generally any representations regarding square footage or lot size made by the broker are
often based on information obuined from the seller, such as old appraisal reports, or from public property
tax records and that the accuracy of the information provided is unverified and not reliable. Brokers do not
independently verify the square footage and/or lot size of properties they list and/or sell. Ifa buyer requires
accurate square footage information, he or she should have the improvements measured by a qualified
appraiser or other professional before removing any inspection contingencies. Similarly, if 4 buyer requires
accurate lot size information, the buyer should have the property surveyed by a professional surveyor before
removing any inspection contingencies.

Boundary Lines and Encroachments - Without 2 survey, a typical title insurance policy will not cover
discrepancies and conflicts in boundary lines.

Existing fences, walls, trees and other naturally occurring or man-made barriers or markers may or may not
define the legal boundary lines of real property. Pences and the like may appear 1o be on a property but
actually be located on an adjacent property (and hence “encroach™) or vice versa. Additianally, public righs of
way easements with accompanying rights to use 2 property may be recorded but not identified in a dtle
report, marked by a sign posted on the property ot actually known to the seller or brokers.

Buyexs should understand that, without a survey, a typical title insurance policy will not cover such matters
as “discrepancies, conflicts in boundary lives, shortage in area, encroachments, or any other facts which a
correct; survey would disclose and which are not shown by the public records.” Further, they should
understand that real estate brokers do not independently verify the boundary lines of properties they list
and/ar sell or search the public records in that regard. Accordingly, if boundary lines are matesial in any way
to the value or desirability of a given property or the buyer’s decision to purchase or the purchase price, the
buyer should have the property surveyed by a professional surveyor before removing any inspection

contingencies to determine the correce boundary lines of the property and the existence and extent of any
encroachments.

AUTHORIZED USE OF PROPERTY AND CODE COMPLIANCE

Zoning and Other Restrictions - 7 is she buyer’s responsibility to contact the local planning agency t
confirm the anthovized use of the property.

Certain municipalities, includiag the City and County of San Francisco, require sellers of real property to
provide buyers with copies of various public reports, prior to dlose of escrow, for the purpose of making
buyers aware of the restrictions which apply to the use of the real properiy being purchased.

In some instances, such as with government “affordable housing” programs, no such public reports are
required. Instead, the buyer must look at other documents for restrictions relating to the use of the properey,
including any additional encumbrances of record on the property {in the case of properties participating in
certain affordable housing programs) or the original subdivision map (in the case of certain condominium
projects), and/or the preliminary title report from the title company. But the preliminary title repore may
Rev. 01/01/09 Page 19 of 53



Authentlsign 1D; FD12165E-F929-44B4-90D6-90EB5132E797

not always identify the subject restrictions and if the sefler is deceased, for example, his or her executor may
not know of the restrictions and disclose them.

Properties also can be subject to various government-imposed special use restrictions, variances and
occupancy limitations, and/or other zoning laws. These restrictions and limitations may be subject to change
and buyers should not assume that they will remain the same after they purchase 2 specific property.

Buyers should not assume thar the apparent use of a property is the use authorized by law, or that the
information conmined in a public report is necessarily accurate. It is their responsibility to contact the zoning
administrator of the Department of City Planning at 415-558-6350 or other responsible governmental
office to confirm the anthorized use of the property and whether the property is subject 1 any special use
permits, etc., and, if so, the duration of those permits.

Purther, it is the buyer’s responsibtlity to carefully review preliminary title reports and any recorded
documents that may contain any governmental restrictions on use or resale of the property, including but
not limited to restrictions {imiting the amounc of the purchase price or allowable income for a future buyer.

If the intended use of the property being purchased is different than the current use (such as using
residential property for mixed or commercial use), it is the buyer’s responsibility to conduct appropriate
investigations to determine whether the intended use will be permitted. Buyers should complete any such
investigation before removing any inspection contingencies in the purchase contract for the property being

purchased.

Buyers should engage a qualified real estate attorney for assistance in this regard. Brokers, under the law,
geterally are not obligated o inspect public records.

Reports of Residential Building Record - “3R” reporss, amang other things, state informasion regarding

certain permits which have been issued for the property. But the information may not be accurate and it &5 the
bueyer’s vesponsibility 10 verify the information and its completeness.

Prior to the transfer of residential real property, many municipalities, including the City and County of San
Francisco, require the seller or the sefler’s broker to obtain and deliver to the buyer a report of residential
building record ("3R” report) prepared by the code enforcement agency for the jurisdiction in which the
property is locaied. The report sets forth the existing authorized occupancy or use of the property, as well as
other information, including permits issued for construction on the property. It does not warrant that any
repairs or alteratdons made to the property comply with applicable code requirements. And, it excludes any
plumbing or electrical permits which have been issued.

Buyers of residential real property in San Francisco should be aware thar the information contained in “3R”
reports may not be accurate for various reasons and must be verified before it can be relied upon. The errors
vary and may include, without limiration, incorrect references o the number of dwelling units allowed,
whether permits were ever obtained and, if so, whether the work was duly completed and approved after

necessary inspections. Perhaps worse yer, on occasion, the reports erroneously state that information is
£ b ]
unknown.

Real estate brokers, under the law, generally are not under an obligation to confirm the accuracy of
information contained in public records, including “3R” teports. For that reason, it is the buyer's
responsibility to investigare the completeness and accuracy of such reports and make informed decisions
based on their investigarions. If advice is required in this regard, buyers should engage a qualified contractor,
architect or other professional. Questions regarding the report can be directed to the San Francisco
Department of Building Inspection at 415-558-6081.

Buyers should satisfy themselves as to the information contained in the “3R” report before removing any
inspection contingencies in their sale and purchase conrract.
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Non-Permitted or Non-Conforming Rooms, Additions or Alterations - Fmprovements andiar

alterations made without permits may be non-conforming and, if discovered by local code enforcement agencies,
may have to be removed.

Buyers are advised that any real property may coawin rooms, additions and/for alterations for which
appropriate building permits and certificates of completion were not obtained. Such rooms, additions
and/or alterations may be non-conforming and it may not be possible to legalize them because of zoning
and/or code restrictions. Real estate brokers, under the law, generally are not under an obligation to inspect
public records. For this reason, they are not generally in a position to know whether rooms, additions
and/or alrerations have been made 1o the property without permits. In many cases, even the current owner
cannot provide reliable information regarding these matters, particularly where the improvements or
alterations were made before the current owner purchased the property. Consequencly, buyers arc urged to
investigate possible nonconforming improvements and/or alterations and 1o seek the advice of a qualified
contractor, architect or other professional before removing any inspection contingencies.

Buyers should be aware that if local code enforcement agencies discover the existence of rooms, additions
and/or alrerations for which permits were not obtained, they may assess penalties against the current owner

and require such improvements and/or alterations to be closed off, removed or made to comply with current
code requirements.

Retrofitting - I is customary for the cost of retrofitting work required by local ordinances and State statutes to
be assumed by the seller.

Certain local ordinances and State statutes require residential real property w be retrofitted with various
devices and/or improvements hefore it can be sold. If any such ordinance or statute requires the installation
of smoke detecrors, impact hazard glazing, water conservation devices or other devices andfor improvements,
it is customary for the cost of the retrofitting work to be assumed by the seller. If the retrofitting work must
be inspected by city or county agencies or other professionals, it is the seller’s responsibility to arrange for
the required inspections and to obtain any required compliance reports and give appropriate natification(s)
to the buyer and/or required governmental agencies. Notwithstanding the foregoing, if any laws require the
installation of automatic fire extinguishing equipment ar the property, it is customary for the cost of such
equipment and its installation to be borne by the buyer.

Condominiums and Other Common Interest Subdivisions - Buyers are responsible for reviewing
and evitluating documents provided by a homeowners® association (“HOA") relative to the sale and purchase of
real property in a subdivision or incorporated area.

Real property located in common interest subdivisions, commonly known as condominiums, typically is
subject to cermin cavenants, conditions and restrictions (CC&Rs). The CC&Rs, which impose limitations
on the use of property, are administered by a HOA. Such associations usually collect dues from property
owners residing in these areas to provide funds to maintain so-called “common areas.” By law, such

associations generally must provide buyers of properties within their jurisdictions with certain documents, as
well as any addenda, amendments or revisions thereto, including bus not limited to:

* CC&Rs;

*  Bylaws;

¢ Articles of incorporation (if the HOA is incorporated);
*  Rules and regulations and other governing documents;

*  Swtement of residency resiriction based on age (if applicable);
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*  Statement of assessments and fees, including any uapaid charges which may become a lien against
the property;

*  Most recent financial statement distributed, as required by law, including a pro forma operating
budget and a reserves study;

* Lien assessment and enforcement policy statement;
»  Summary of HOA insurance coverages;
»  Summary of any notices of unresolved violations of the governing documents by the seller;

*  Preliminary list of defects for any construction defect lawsuit or if the case settled 2 list of the defects
that will be corrected or replaced, a good faith estimate as to when the corrections or replacements
will occur and the status of any claimed defects that are not on the corvection or replacement list, and

* A copy of the latest information regarding any construction defect settlements including the status of
any repairs and related matiers.

Where an “SB 800" claim or process is identified in any disclosure document or otherwise
discovered, buyers should carefully invesrigate the marter before removing any contingencies. SB 800
(California Civil Code §895 et seq.) is a California law that generally applies to newly constructed
residential condominium projects unless the builder elected that its provisions not apply. This law is
important because it requires certain notice, inspection, repair and mediation procedures for

construction defect claims at a property. And, it requires that they be implemented before any
lawsuit can be filed.

Buyers should not release any continpencies until they are fully satisfied regarding all information obrained
from their investigation of a condominium unit, the “common area” and the HOA. Partcular atmention
should be given to the financial statement provided by the HOA to determine the adequacy of reserves for
repairs and replacements. It also is strongly advised that buyers both review the insurance policies of the
HOA 1o determine whether it is adequate to cover any and all risks of loss, and request information and
documenis regarding any past or pending lawsuits, SB 800 proceeding or settlements pertaining to the
common areas or physical condition of the property. And, finally, it is sugpested that buyers review all
minutes of the HOA that can be obtained from the seller, or otherwise, as they may provide information
regarding the physical condition of the praperty or other matters of importance. Buyers may find a
publication by the California Department of Real Estate entitled “Living in a California Common Interest
Development” of interest, It can be found at the DRE web site (www.dre.ca.gov}. Any questions concerning
the aforementioned documents and information should be referred to 2 qualified real estate attorney.

Tenancy-in-Common - There are risks that go along with any benefits arising from co-owning real property
and relying on the co-owners fo fulfill their obligations.

Tenancy-in-common {*TTC") is a form of real property ownership whete two or more persons are owners of
undivided interests in the property. Typically, TICs are formed when two or mote persons purchase a

multi-unir residential rental building for the purpose of individually occupying each unit as a primary
residence,

Unlike condominiums, residential real property owned as a TIC generally is not subdivided. Por that
reason, there is no ownership of a particular unit as is the case with a condominium. Instead, with TIC
ownership there usually is an unrecorded written agreement signed by all of the co-owners that assigns the
exclusive use and occupancy of a particular part of the property, commonly known by a unit number or
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address, to a particular owner. If there is no such agreement in place, each co-owner can occupy any area in

the real property.

All forms of co-ownership involve the risks of shating the use of 2 property with others and relying on them
to fulfill their obligations to each other, Owners of TIC interests share major obligations such as mortgages,
property taxes, and building maintenance and management. If an owner of a TIC interest fails to make a
monthly payment due to unemployment, divorce or other reason and a mortgage default results, the lender
could foreclose on the entire property. This could lead to all of the other owners losing their residences and
possibly their equity. Judgment liens and bankruptcies of a TIC owner also can lead to the lender’s
declaring a default on the loan secured by the entire property. Careful attention should be given to reserve
accounts and other measures designed to address such matters, The best way to minimize these risks is by a
well-drafted TIC agreement.

Loans for the sale and refinancing of residential seal property owned as a TIC can be morte costly and
difficult than for condominiums, which can affect the value and desirability of a TIC interest. This is due,
among other things, to the risk to the lender that one TIC owner may default and the other TIC owners tmay
not be able to satisfy the shared debt.

It is strongly recommended thar tenants-in-common have a clear, comprehensive and updated writen TIC
agreement signed by each of the co-owners setting forth the rights and liabilities of the parties, including,
but not limited to, the following: financial obligations of the co-owners, use of the property, management of
the property, repaiss, decision-making procedures, the action to be taken in the event of a co-owner’s default,
death, divorce, bankruptey or incapacity, sale of a concurrent owner's interest, and dispute resolution.
Buyers should be wary of older TICs that may bhe operating under agreements that do not address all
important issues and thus should be amended, revised or replaced.

Before entering into TIC ownership, buyers are urged to consult with a qualified real estate atroeney
knowledgeable regarding San Francisco real property issues to review all aspects of the TIC, including, but
not limited to, all existing or praposed agreements, the background and qualifications of potential and actual
co-owners, the management of the TIC property, the existence of any reserve accounts, whether the
individual interests of co-owners can later be sold and, if so, whether there are any rights of first refusal or
other requirements, the existence and extent of any rights to inspect the condition of the property, the type of
financing available, whether the real property is capable of being converted into condotminiums, the potential
cost of conversion and whether the property as a whole can be sold.

Buyers should be aware that because TICs represent undivided interests in real propercy, they may be
harder to sell and finance than other properties and their value may be adversely affecied. (Please see
Ordinance Regulating Formation of Tenancies-in-Common on page 44)

The San Francisco Association of REALTORS® publishes a special disclosure form for TIC transactions.
The form is entitled, “Tenancy-in-Common (T1C) Disclosure.” Buyers and sellers are urged to review chis
disclosure before entering into any transaction involving a TIC interest.

Coastal Commission - The commission has jurisdiction aver properties within a specified distance of the
codstiine.

The California Coastal Commission was created by the voters in 1972 for the purpose of preserving and
providing public access to the California coastline. The jurisdiction of the commission extends to all real
property located within a specified distance of the coastline. Buyers of real property located within the
commission’s jurisdiction should understand thatr modifications and/or additions to any improvements and
any new construction may be subjecr to the commission’s approval.
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Conservancy Limitations - Buyers should be aware that certain governmental agencies are allowed wide

lasitudle in designating properties historical andlor archivectural landmarks and placing limitations on how theiy
use or appearance may be modified.

In order to preserve properties deemed to be historically and/or architecturally significant, certain
governmential agencies have been vested with authority to place limitations on the manner in which they may
be used and their appearance modified. Buyers should be aware that wide laritude is allowed these
governmental agencies in designating properties historical and/or architectural landmarks. Even in cases
where a particular property is not so designated, it can be located in an historical district and subject to the
same limiations that apply to individually designated properries,

Buyers should determine whether any property they are purchasing is subject to conservancy Limitations. In
addition, they should always be aware that certain properties may be designated historical and/or
architecrural landmarks and limitations placed on their use and the extent to which their appearance may be

modified.

For Farther information concerning which properties are or may become subject to conservancy limitations
in San Francisco, contact the planning information center at 415-558-6377.

Americans with Disabilides Act - I part of 2 private residence is wsed for business purposes, that part may
be covered by the Americans with Disabilities Act (“ADA”).

The ADA prohibits discrimination against individuals on the basts of disability. It requires entities which
operate “public accommodations™ and “commercial facilities” to remove barriers in, design, construct or alter
the buildings they occupy in compliance with specific accessibility guidelines issued by the .S, Department
of Justice.

Almost all commercial buildings are covered by the ADA. Residential buildings typically are not covered
but may be subject to its provisions if used for certain purposes. For example, if part of a private residence
is used for business purposes, that portion of the residence may be covered by the Act.

The ADA may require, among other things, buildings to be made readily accessible to the disabled.
Different requirements apply to new construcrion, alierations to existing buildings, and the removal of
barriers in existing buildings. Compliance with the ADA may require significant expenditures. Monetary
and injunctive remedies may be incurred if the building is not in compliance.

Brokers do not have the technical expertise to either determine whether a building is in compliance with
ADA requirements or advise buyers and sellers concerning the requircments of the ADA. For that reason,
the pariies to any real property sale and purchase transaction are advised to consult a qualified real estate
attorney, contractor, architect, engineer or other qualified professional to determine the degree to which the
ADA impacts a particular property, if at all. Real estate brokers are not qualified to give opinions in this
regard.

CONDITION OF REAL PROPERTY

Transfer Disclosure Statement - Sellers of residential real property with one to four dwelling units must
provide the buyer with a Transfer Disclosure Statement (“TDS”) regarding the property.

In most circumstances, the seller of residential real property improved with one to four dwelling units s
required, as soon as practicable before transfer of title, to provide the buyer with a completed disclosure form
called a Real Estate Transfer Disclosure Statement segarding the property. This requirement is applicable
even in cases where the property is sold in an “as is” condition.
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If the disclosutes in the TDS, or any material amendment thereto, are provided to the buyer after execution
of the offer to purchase, the buyer has three days after personal delivery of the TDS (five days if the TDS is
delivered by mail) to terminate his or her offer to purchase. However, in circumstances where the

disclosures are provided to the buyer prior to preparation of the offer to purchase, the buyer has no right to
terminate the offer.

The TDS is divided into four sections - one to identify supplements, one for the seller to complete, one for
the broker representing the seller to complete, and one for the broker representing the buyer to complete.
Under the law, however, brokers are allowed to make their disclosures (the result of a reasonably competent
and diligent visual inspection of the accessible areas of the property) in a docurment other than the TDS.

Neither the seller nor the broket(s) is/are liable for any error or inaccuracy in the TDS, provided the selles
or the broker(s) had no personal knowledge of the error or inaccuracy, it was based on information provided

by 2 public agency or in a repore prepared by cereain specified professionals, and the seller or the broker(s)
used ordinary care in providing the information.

When more than one broker is involved in the real property sale and purchase transaction, the one who has
obtained the offer to purchase is responsible far delivery of the TDS to the buyer.

Certain real property transfers are exempt from the requirement that the seller provide the buyer with a TDS
regarding the property, including transfers made pursuant to a court order or from one co-owner to one or
more other co-owners, or to a spouse, child, grandchild or further descendent.

Inspection of Physical Conditions - Buers are strongly advised to obtain inspections by contractors,
engineers, architects andlor other such qualified professionals of any reul prapersy being purchased.

Every buyer should be aware that under Section 2079.5 of the California Civil Code, he or she is charged
with the “duty to exercise reasonable cate to protect himself or hesself, including (with respect to) those facts
which are known to or within the diligent attention and observation of the buyer....”

Buyers should be aware that the present condition and useful life of the various components of the
improvements on real property will vary and can only be determined through inspections by appropriate
contractors, enginecrs, architects and/or other such qualified professionals,  Even new construcrion can
contain construction defects and, for that reason, should be inspected by such experts to determine the
quality of construction and the materials used.

As a general rule, the physical condition of land and improvements offered for sale is not guaranteed by the
seller except as specifically set forch in writing in the real property sale and purchase contract. No guarantees
regarding the physical condition of the land and improvements are made by the broker.

The seller and the broker are required by law, however, to disclose to the buyer all material facts acrually
known to them which may affect the value or desirability of the land and improvements. In addition, a
broker involved in the sale of residential real properry improved with one to four dwelling units must
conduct “a reasonably competent and diligent visual inspection of the property offered for sale and...disclose
w the prospective buyer all facts maerially affecting the value or desirability of the property that such an
investigation would reveal.” A broker's duty to inspect does not extend to areas that are “reasonably and
normally inaccessible,” areas outside the site of the property, or public records or permits affecting the title or
use of the property. Nor, as a general rule, is a broker responsible for offering conclusions concerning the
ramifications of disclosed facts or an assessment of their affect on the value of the property. For that reason,
whenever a buyer is pur on notice by disclosute of a material fact, the buyer should investigate the matter

further and, if necessary, engage an appropriate qualified professional, such as an artorney or contractor, to do
30.

Regardless of what facts are disclosed, buyers are strongly advised to obuin inspections for any real property
being purchased from duly licensed contractors, engineers, architects and/or other such qualified
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professionals before removing any property inspection contingencies in the real property sale and purchase
contract. The inspections should include, but not be limited to, structural elements, plumbing, heating, air
conditioning, electrical and mechanical systems, built-in appliances, and the presence of hazardous or toxic
substances (including asbestos and lead-based paint). Brokers are not qualified to conduct such inspections.

A buyer may elect to purchase a property without the benefit of such inspections but it is strongly
recommended that he or she not do so.

The following are some of the items to which buyers should give particular attention:

«  Roof - Buyers are advised to have inspections to determine the condition and useful life of the roof,
including all penetrations of the roof's surface, such as chimneys and skylights, as well as guceers,
drains, etc. Although there may be no indication in the Real Estare Transfer Disclosure Statement
(“T'DS”) thar the roof leaks, that is no guarantee that with the next rain storm leaks will not develop.
Roofs do not last indefinitely. They are exposed to the punishing effects of heat, cold and water and
even the most soundly coastructed roof will leak eventually.

Heating System - Buyers are advised to have inspections to determine the condition of the heating

system, particularly its internal parts, as well as the heating ducts which distribute heat throughout
the improvements,

*  Water Inoruston - Buyers are advised to have inspections to determine the susceptibility of the
improvements to waser intrusion. Such intrusion can cause damage w the improvements and/or
personal property. Specific areas of concern are the foundation, garage, basement, crawl spaces, dead
spaces, as well as all living areas. Buyers should carefully check the seller's Real Fsmre Transfer
Disclosure Statement for notations relating to the presence of water and pariicularly whether the
property can be subject t seeping, flooding or running water during seasonal rains.

*  Sidewalk Repair - Buyers arc advised thar the maintenance of public sidewalks adjacent to any real
property is the responsibility of the property owner. For that reason, sidewalks should be inspected

regularly for cracking, sctling or other hazardous conditions, (Please see Sidewalk Repair
Responsibility on page 52.)

*  Foundation and Soils - Buyers are advised to have inspections of the foundarion and to obtain a soils

and drainage report, particularly for older structures and any other property where sloping or
cracked floors, ceilings, walls, slabs or driveways are observable.

Stractural Pest Control Inspections - Strucrural pest consvol inspections are part of most real propersy sale
and purchase transactions.

Structural pest control inspections are ordered for most improved real property being sold. The inspection
must be performed by a company registered with the State Structural Pest Controf Board. The purpose of
the inspection is 1o discover the presence or absence of wood-destroying pests or organisms. The conditions
found as the result of an inspection are described in a report prepared by the pest control inspection
company, and must be in writing and given to the person requesting the inspection, Tf requested, seructural
pest control inspectors must delineate between evident infestation and potential infestation, in a rwo-tieced
report. The report also must be filed wich the Structural Pest Control Board hefore any registered company
may commence work to correct conditjons found as the result of an inspection,

The work recommended in a structural pest control inspection report may be done by the company
prepating the report or the parties may use another contractor, or do the work themselves. After pest control
work has been completed by a registered pest control company, a notice of work completed must be filed
with the Steuctural Pest Control Board, If the parties elect to do the work themselves, they should make sure

all applicable permits are obrained and thar a structural pest control certification is issued upon completion
of the work.
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A structural pest control certification is a written statement by a registered pest control company artesting to
the presence or absence of wood-destroying pests or organisms, describing work recommended in a
structural pest control inspection reporc and indicating which recommendations, if any, have been completed

at the time of certification. A copy of the inspection report and the notice of work completed, if any, must be
attached to the certification.

Most real property purchase contracts require a termite inspection and contain provisions which provide
several options to the buyer and seller concerning how the cost of any pest control repairs will be handled,
This cost can be substantial and it is important that both the buyer and the seller have an understanding of
the manner in which the option which is chosen will operate. Buyers should not remove the pest inspection
contingencies in the purchase coneracr until they are fully satisfied in that regard.

Any person may request from the Structural Pest Control Board a certified copy of any inspection report and
completion notice filed oa a particular property during the preceding two years by any pest control
inspection company. The address of the board is 2005 Evergreen Street, Suite 1500
Sacramento, CA 95815 or contact it at 1-800-737-8188 or PestBoard®DCA.CA.GOV.

Proximity to Industrial Uses - Under local laws, a seller or fessor (“sransferor”) of real property is required

to deliver a specific written disclosure to the buyer or lessee (“transferee”) of all real propersy having a residential
use that is inside or within 150 feet of an "Tndustrial Use Zoning District.”

San Francisco’s total land area is only 49 square miles. Buildable land in the city is almost nonexiscent,
except in areas zoned for industrial activity. In recent years, developers have constructed residential
structires, usnally lofis, in these induserial areas, While these structures can provide their occupants with an
attractive and desirable living environment, the proximity to industrial activity, with the artendant noise and
smells at different hours of the day and night, can cause dissatisfaction. Many occupants of such seructures
fail to understand that the area in which they have settled is zoned for industrial activity and the industrial
activity in almost every case was there before they moved into the area,

Ta make prospective transferees aware of the proximity of such struceures to industrial activity and lessen the
friction thar often developmeats between homeownets and renters and cheir industrial operator neighboss,
the Board of Supervisors in 2006 passed the Residential and Industrial Compatibility Protection Act.

The Act requires a seller or lessor (“transferot™) of real property to deliver a prescribed written disclosure to
the buyer or lessee (“iransferee”) of real property having a residential use that is inside or within 150 feet of
an “Industrial Use Zoning District.” Most of the real property subject to the Act is located in supervisorial
districts six, nine and 10 (generally, south of Marker Street, from the waterfront west to Dolores Street and
south to Candlestick Patk}). But transferors arc cautioned to review available City Planning Department maps
(heep:/fwww.sfgov.org/site/planning_index.asp) before marketing any property for sale or lease, This is
because “Industrial Use Zoning Districts” ase sprinled throughout many of the other supervisorial districts,
100,

The timing of the new disclosure is as follows: (1) For a sale, the same as for the statutory Transfer

Disclosure Statement (i.e., “as soon as practicable before wransfer of tide”); and, (2) For a lease, “prior to
tenant(s) signing a lease....”

The transferor is required under the Act to sign an affidavit under penalty of perjury stating that the
transferor provided the disclosure to the transferee. Further, the transferor is required to store and maintain
the original signed affidavic attached 0 a copy of the disclosure for two years following its delivery 1o the
transferee in the event the city or transferee requests 2 copy. The required affidavit is built into a form

published by the San Prancisco Association of REALTORS® entitled, “Disclosure of Adjacent Industrial
Uses,”

Transferees under the Acc have the following right to sue for noncompliance: “The current or former
transferee...may institute a civil proceeding for money damages of aort less than $500 for each failure to
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provide the disclosure...and whatever other relief the Court deems appropriate, The prevailing party shall be
entitled to reasonable attorneys’ fees and costs pursuant to an order of the Court, The remedy available undet
this {Act] shall be in addition t any other existing remedies that may be available to the transferee.”

Questions regarding whether a property is inside or within 150 feet of an “Industrial Use Zoning District”
can be directed to the City Planning Department which is located at 1650 Mission Street, Suite 400 Eloor,

San FPrancisco, CA (telephone: 415-558-6378). Questions of a legal nature should be referred o a qualified
real estate attorney,

Geological Inspections - Buyers are encouraged to bave any real property they are purchasing inspected by a
qualified geologist or other qualified profissional,

California is known throughout the world for its natural beauty. But the State’s dramatic coastlines and
rugged mountain ranges bear witness to a turbulent geological past. Many of the geological forces which
have shaped California’s landscape are still active today and anyone purchasing property in California
should understand that these forces still can pose risks to land and improvements, particularly where the
property is locared on hillsides, near creeks or other bodies of water, or in other high risk areas. The
condition of the soil and the underlying bedrock on which improvements are constructed can greatly
influence the manner in which the improvemenes will react to peological changes. The fact that

improvements have been constructed on level ground is no guarantee that they will not be affeced by
geological events.

Brokers are not geological experts and cannot advise buyers regacding the manner in which propertics may

be affected by geological changes. Buyers are encouraged to have any property they are purchasing inspected
by a qualified geologist or other qualified professional.

Homeowner’s Guide to Farthquake Safety - Sellers of residential real property with one io four dwelling

units constructed before Junuary 1, 1960, of conventional light frame wood construction, are required by law io
deliver 1o the buyer, before iransfer of sitle, a copy of the “Homeowner's Guide to Earthquake Safery.”

California is a seismically active atea. A building, depending on its location, construction type and age, may
be vulnerable to damage or collapse in the event of a significant seismic event. Buyers of real property
should be aware that such an event could cause damage to public facilities and seriously disrupe public
services. The availability of electricity, water and gas could be affected and transportation could be disrupred
or made impossible for varying periods of vime,

Sellers of residencial real property improved with one to four dwelling units constructed before January 1,
1960, of conventional light frame wood construction, are tequired by law o deliver to the buyer, before
transfer of tite, a copy of the “Homeowner’s Guide to Farchquake Safery.” Furchermore, the seller must
complete an earthquake hazards disclosure form found on the inside back cover of the guide (or prepare a
separate statement) identifying specific deficiencies (such as the absence of anchor bols, the existenice of
unreinforced masonry walls, or a hot water heater which is not strapped or braced) within the actual
knowledge of the seller. The homeowner’s guide and the completed earthquake hazards disclosure form (or
other statement) must be delivered to the buyer as soon as practicable before transfer of title. A broker’s
responsibility under the law is limited to providing the seller with a copy of the guide.

In addition, sellers of precast conerete, reinforced or unreinforced masonry buildings with wood frame floors
or roofs constructed before January 1, 1975, are required by law to deliver to the buyer a copy of the
“Commercial Property Owner's Guide to Barthquake Safery,”

Exemptions from the requirements set forth above are basically the same as those relating to providing other
general disclosure documents (such as the Real Estate Transfer Disclosure Statement) in real property sale
and purchase transactions, i.e., transfers made pursuant to a court order or from one co-owner to one or
more other co-owners, or to a spouse, child, grandchild or further descendent, with an added exemption in
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cases where the buyer agrees in writing that the property will be demolished within one year of the date of
transfer.

® & *

Buyers of unreinforced masonry buildings (“UMBs”) are advised that the owner of any such building who
has actual knowledge that the building is located in a “Seismic Zone 4" (an area where the likelihood of a
damaging earthquake is the highest) must post a sign at the entrance to the building stating that the building
is constructed of unteinforced masonry and may be unsafe in an earthquake. There is no obligation to post

the notice, however, in cases where the walls of the building are non-load bearing with steel or concrete
frames.

Buyers further are advised that if the owner of a UMB does not bring the building into compliance with
applicable retrofit standards within five years from the date of actual or constructive notics that the building
is located in a Seismic Zone 4, he or she is not eligible for any State assistance for carthquake damage until all
other applicants have been paid. (Please sec Unreinforced Masonry Buildings on page 37.)

More than half of California is in a Seismic Zone 4, including the entire western half of the State.

Seismic Hazard Zones - Sellers of real property in a seismic hazard zone (or their brokers) are required to
disclose the fact that the property is located in such u zone to prospective buyers.

The Division of Mines and Geology of the California Department of Conservation has responsibility for
identifying areas of the State where there may be a significant potential for liquefaction, carthquake-induced
landslides, amplified or strong ground shaking or other ground fatlure and seismic hazards in the event of
an earthquake. These areas have been or are in the process of being designated on seismic hazard zone maps.
Eventually, maps are planned to be issued for all areas in California subject to seismic hazards. New

development in a seismic hazard zone will only be permitted if the developer can show thar geologic hazard
mitigation can make the site acceprably safe,

{Seismic hazard zone maps differ from earthqualke fault zone maps—formerly known as special studies zone
maps—which show areas designated by the State geologist as areas containing one or more active or
potentially active faults which can pose potential hazards to structures from surface faulting or fault crecp.)

Scllers of real property located in a seismic hazard zone (or their brokers) are required to disclose the fact that
the property is located in such a zone 1 prospective buyers. The disclosure must be given for all real

property sale and purchase transactions subject o Civil Code §1102 er seq. relating to the Transfer
Disclosure Statements,

For further information, buyers should contace the California Geological Survey at 916-324-7299 or the
Depariment of Building Inspection at 415-558-6088.

Natural Hazard Zones - If real propersy is located in a naswral hazard zone, it may affect « buyer'’s ability to
develop the property, obiain insurance or receive assistance afier a disaster.

The Swate of California has identified six natural hazard zones and created a statutory form known as the
Natural Hazard Disclosure Starement (“NHD”) to be used by scllers and sellers” brokers to disclose to
prospective buyers that a property offered for sale is locared within one or more of the zones. The form is
required to be used only in real property sale and purchase wansactions subject to the Real Estate Transfer
Disclosure Statement (*TDS”). If the transaction is not subject to the TDS law, no NHD is required, even
though the property is located within a zone. However, if the property in a nan-T'DS transaction is known
to be located within a zone, that facr still must be disclosed 1w the buyer in some manner since the
requirement to disclose all known material facts applies to all sales of real property.
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Cerrain local conditions may not be disclosed on State maps, but may be disclosed on local regional maps.
Buyers may wish to consult a focal soils engineer or whatever lacal regional maps of natural hazard zones are
available, in addition to those disclosing State-designated hazard zones.

Under applicable law, the buyer has the same right of rescission after receipt of an NHD as after recsipt of a
TDS. (Please see Transfer Disclosure Statement on page 24.)

There is one circumstance under which sellers and sellers’ brokets are refieved of the duty of having to
provide a NHD and that is where a disclosure report is duly prepared and provided by a proper outside
expert.

Tt should be undersicod that if real property is located within one ar more nacural hazard zones, that fact
may limic a buyer’s ability to develop the property, obtain insurance or receive assistance afrer a disaster.

Environmental Hazards - Buyers are strongly advised to have any real property they are purchasing inspected
to deternrine the presence of environmental bazards.

Various materials used in construction contain substances that have been or may in the future be determined
to be toxic, hazardous or undesirable and may need to be specially handled and/or removed from certain veal
property.

The California Department of Real Bstate and the California Department of Health Services jointly have
published a booklet entitled, “Environmental Hazards—A Guide for Homeowners and Buyers,” designed to
educate and inform consumers regarding environmental hazards which are commonly located on and which
affect real property. The booklet identifies common environmental hazards, explins their significance,
identifies ways to mitigate the hazards, and lists sources which can provide further information to
consumers. Hazards which are covered include asbestos, formaldehyde, hazardous wastes, lead, mold, radon
and other contaminants. Most properties contain one or more of these hazards.

When the booklet is provided to a buyer, neither the seller nor the broker needs to provide furcher
information concerning environmental hazards unless the seller or the broker has actual knowledge of the
existence of such hazards an or affecting the property.

Buyers should be aware, however, that the scientific community has begun investigating suspected new
environmental hazards, such as electtomagnetic fields, not described in the environmenta! hazards booklet.
{Please see Electromagnetic Fields on page 33.)

Real estate brokers are not qualified to determine the presence of environmental hazards on or affecting real
property being offered for sale or, if their presence is known, to offer an evaluation of their potential health
risks.  Buyers are strongly advised to have any real property they are purchasing inspected by appropriate
experts to determine the presence of environmental hazards on or affecting the property and, if such hazards
are present, whether their presence constitutes 2 health risk.

Lead-Based Paint - 7he Federal Residential Lead-Based Paint Hazard Reduction Act of 1992 creases lead
paint disclosure responsibilities for sellers and lessors of real property built prior to 1978.

Lead can be extremely toxic, can impair the physical and mental development of young children and can
possibly lead to increases in high blood pressure in adults. The U.S. Environmenal Protection Agency
(“EPA”), the Department of Housing and Urban Development, and the Consumer Product Safery
Commission have moved to restrict people’s exposure to lead.

The presence of old lead-based paint in housing is the most significant remaining cause of lead poisoning,
particularly in young children, The principal means of exposure is through ingestion of peeling or
pulverized paint, which is a significant problem in inner city, lower income areas where housing may be
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older and poorly maintained. Lead poisoning also can result if young children chew on surfaces that have
petfectly intact lead-based paint covering them {e.g., window sills, door edgings, banisters, etc.).

LI .

The Federal Residential Lead-Based Paint Hazard Reduction Act of 1992 creates lead paint disclosure
responsibilities for sellers and lessors of real property built prior to 1978.

In brief, the Act requires that, before a buyer or lessee is obligated under any contract to purchase or lease
“target” (pre-1978) housing, che seller, lessor or the person’s real estate broker must:

* Provide the buyer or lessee with the federally prescribed pamphlet entitfed, “Protect Your Family
from Lead in Your Home” (Note: The EPA has approved the use of the Stare-prescribed
“‘Environmental Hazards: Guide for Homeowners and Buyers” booklet as a substitute for the federal

pamphlet in real property sale and purchase transaciions only. Look for language on. the cover of the
booklet indicating that it incorporates the federal pamphler);

* Disclose to the buyer or lessee the presence of any known lead-based paint or lead-based paint

hazards in any “targec” housing, and provide to the buyer or lessee any lead hazard evaluation report
available to the seller or lessor; and

Permit the buyer ten days, or any mutually agreed upon period of time, to conduct a risk assessment
or inspection of the property for the presence of lead-based paint hazards,

The Act also requites that contracts for the sale and purchase of any interest in “wrger” housing contain a lead
warning statement and a statement signed by the buyer that the buyer has:

*  Read the lead warning statement and understood its contents;

*  Received a lead hazard informarion pamphlet; and

*  Been allowed ten days, or other mutually agreed upon period of time before becoming obligated
under the contract w purchase the housing, to conduct a risk assessment or inspection for the
presence of lead-based paint hazards.

The mandatory lead warning statement, which is to be printed on a separate sheet, reads as follows:

“Every buyer of any interest in residential real property on which a residential dwelling was buili prior
to 1978 is notified that such property may present exposure to lead from lead-based paint that may
place young children ac risk of developing lead poisoning. Lead poisoning in young children may
produce permanent neurological damage, including learning disabilities, reduced intelligence quotient,
behavioral problems, and impaited memory. Lead poisoning also poses a particular risk to pregnant
women. The seller of any intecest in real property is required to provide the buyer with any information
on lead-based painc hazards from risk assessments or inspections in the seller’s possession and notify the

buyer of any lead-based paint hazards. A risk assessment or inspection for possible lead-based paint
hazards is recommended prior to purchase.”

* ok ok

The San Francisco Board of Supervisors has passed legislation intended to reduce lead hazards in housing
occupied by children with elevated blood levels of [ead. The law gives health department officials authority
to: issue nuisance abasement orders against defined lead hazards in dwelling units; remporarily relocare lead-
poisoned children; and levy penaliies against owners who fail to abate lead hazards. Enforcement is triggered
by the discovery, through testing, of a child with elevated blood lead levels residing in a housing uni.
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Mold - Health concerns have been raised about the presence of mold in dwelling structures.
In the last few years, health concerns have been raised about the presence of mold in dwelling struceures.

Many of the molds we encounter in daily living do not pose a health threat to humans. However, some
molds release spores thar are toxic and when the spores are confined within a dwelling struceure, they can
reach concentrations which make them a serious health threat. In fact, some people can have such an extreme
reaction to certain mold-born spores that it Is impossible for them to live in any dwelling structure in which
the spores are present. But a person’s reaction to mold may vary and what may cause a severe reaction to one

person may be tolerable to another, For this reason, even where mold is detected, its impact on an
individual can be difficult to access.

Since mold can grow in inaccessible areas of a structure or otherwise be invisible to the naked eye, it may be
thar the seller is unaware of the presence of mold even though it may exist on the property. For this reason,
it is recommended that buyers engage a qualified environmental inspector or consultant to determine
whether the property contains mold or other health hazards before removing any inspection contingencies.
This is especially impoctant if disclosure documents or inspection repoits indicate the presence of moisture,
standing water, water intrusion or mold of any kind, er the buyer notices any smell or odor.

Real estate brokers are not experts on environmenml hazards, such as mold, and are not qualified to advise

buyers or sellers concerning the presence or absence of molds in any dwelling structure or the health risks
molds may pose.

Beginning on January 1, 2002, sellers of residental real property contining one to four units must use the
revised version of the Real Estare Transfer Disclosure Statement which includes a question asking the seller if
he/she is aware of the presence of mold on the property, which may be an environmental hazard, (Most real
properties have mold, and mold may be an environmental hazard, so most sellers are likely to answer the
question by checking “Yes.”) For the time being, sellers have no further disclosure requirementis regarding
toxic mold. THowever, if the property has been tested for mold, that fact must be disclosed. (Please see
Transfer Disclosure Statement and Inspection of Physical Conditions on pages 24 and 25.)

Flood Hazard Areas - Sellers of real property located in flaod hazard areas are requived by law to disclose that
Jact to buyers.,

Certain ateas have been designated by the Federal Emergency Management Agency (FEMA) as being subject
to flooding. Sellers of real property located in these areas are required to disclose that fact to buyers. Ifa
property is so located, it may affect the buyer’s ability to obtain financing secured by the property, as well as
the cost of homeowner’s insurance and the extent of coverage.

A flood hazard boundary map, which scts forth designated flood hazard areas, can be obtained by contacting
the FEMA Map Service Center at 800-358-9616.

Sewers and Waste Disposal Systems - Buyers should arvange to have whasever sewer or waste disposal
system is on the real property inspecied by a qualified professional,

Some real property is not connected to a public sewer system. If such is the case, it is the seller’s
responsibility to warrant that some form of waste disposal system exists and that the system is in proper
working order. Brokers do not have the expertise to make representations concerning the existence and/ar
condition of any waste disposal syscem. For that reason, buyers should arrange to have the property
inspected by a qualified professional. In cases whete the property is new construction, buyers are advised
that the existence of a sewer permit does not necessarily mean that there is a sewer connection to the property.
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Electromagnetic Fields - Scientists have become concerned abous the bealth vishs associated with prolonged
exposure to electromagnetic flelds (“EMFs”),

Electric utility power lines and even household wiring and appliances give off EMFs, Recently, scientists
have become concerned about the health risks associated with prolonged exposure to EMFs. Studies to
determine the effects of such exposure have been inconclusive, but research is continuing.

Although the federal government has no guidelines concerning EMF exposure, some state and local
governments have attempted to regulate exposure to EMPs emanating from high voltage power lines. There
are no known laws requiring the disclosure of the presence of EMPs on or around real property in
California. Buyers who are interested in knowing their degree of exposure to EMFs should arrange to have
the property tested by an environmental consultant,

For further information on EMFs, contact the electric utility company serving the jurisdiction in which the
real property is located or an environmental consultat.

ORDINANCES AND STATUTES

Residential Energy Conservation Ordinance - The seller, before transfer of title, must obiin a valid
energy inspection of the real property and install all applicable conservation measures.

Under San Francisco's Residential Enerpy Conservation Ordinance, the seller or the seller’s broker, before
transfer of title of any residendal building, must obtain 2 valid energy inspection by a qualified energy
inspector and install all applicable conservation measures enumerated in a form prescribed by the
Department of Building Inspection (“DBI”). The seller also must furnish a copy of the completed
inspection form, showing compliance with prescribed energy conservation measures, to the buyer. In

addition, a certificate of completion must be recorded with the county recorder’s office prior to ar concurrent
with the transfer of title.

No energy inspection is required for any residential property for which proof of compliance with the energy
conservation requirements has been recorded with the DRI and the county recorder’s office.

In no case is any scller required to spend more than one percent of the purchase price or one percent of the
assessed value of the building, whichever is greater, to comply with the requirements of the ordinance, nor,
in the case of one- or two-unit buildings, shall the cost exceed $1,300.

The seller may transfer responsibility for compliance with the ordinance to the buyer providing, before
mansfer of tidle, a valid energy inspection has been performed and a written agreement is signed by the buyer
and the seller containing the buyer's agreement that the required energy conservation measures will he
installed within 180 days of the transfer of title and the seller's agreement that funds equal to one percent of
the purchase price will be deposited in escrow.

For further information, contact the DBI at 415-558-§088.

Residential Water Conservation Ordinance - Buildings with no recovd of compliance are charged higher
water vakes.

Under San Francisco's Residential Water Conservation Ordinance, the owner of any residental or

commercial real property, including tourist hotels and matels, must equip the dwelling or building with the
tollowing water conservation measures:

s  Low-flow devices on all accessible showerheads having a maximum rate flow of not mare than 2.5

gallons per minute. (Showerheads of the ball-joinc type that cannot easily be removed from the wall
without structural alteration are exempt from the requirement. )
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*  Aerators attached to sink faucets which are designed 1o accept such devices. The aerators must have
flow restrictors.

* Low-flow toilets (3.5 gallons per flush or less) or one of the following permanently installed devices:
¢ Quick-closing flapper deviee;
*  Dual-option flushing mechanism;
*  Warer-saving kit for flushometer toilets;
*  Flush valve device which lowers the volume of water needed to flush the toilet; or
*  Whater displacement devices, such as toilet dams, are acceprable and meer these criteria.

In 1990, the Plumbing Code was changed to require the installation of toilets with a 1.6-gallon meximum
capacity for any toilers moved, replaced or added. The base of the twilet should have information regarding
its capacity.

Toilet devices such as quick-closing flappers are available for approximately $15. Low-flow showerheads are

available for approximately $10 and faucer aerators range in price from $4 to $8 per aerator. The devices are
available at most hardware stores.

Before transfer of title, the seller or the seller’s broker must obtain a valid warer conservation inspection by a
qualified inspector and install all required water conservation measures. Compliance with these requirements
is to be achieved concurrently with the requitements of the Residential Energy Conservation Ordinance.

The costs of compliance with the water conservation ordinance are not included in che dollar limitarion
established for compliance with the energy conservation ordinance. The owner may file an affidavit provided
by the city’s Water Department affirming that the warer conservation devices required by the water
consetvation ordinance cither have been installed or an exemption is applicable. Buildings with no record of
compliance are charged higher warer rates.

For further information, contact the Water Department at 415-551-3000.

Water Heaters - State law requires waser heaters 10 be braced, anchored or sirapped.

Under State law, all water heaters must be braced, anchored or strapped to resist falling or horizontal
displacement due to earthquake motion. In addition, in San Francisco, water heaters which are moved or
newly installed must be raised 18 inches off the ground.

Sellers of any real property also must cestify to a prospective buyer that the State bracing requirement has
been sarisfied, along with the requirements of local codes relating to water heaters. The certification must be
in writing and may be accomplished in existing transactional documents, including, but not limiced to, the
“Homeowner’s Guide w Earthquake Safety”, a real property sale and purchase contract, the Real Estate

Transter Disclosure Statement or z lacal option disclosure statement.

For further information, contact the Department of Building Inspection ar 415-558-6088.
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Boiler Ordinance - A/l low-pressure commercial-type water heating and steamn-generating boilers located in
residential buildings must be inspected and approved for operasion annually.

Under an ordinance which became effective in San Francisco on July 1, 1993, all low-pressure commercial-
type water heating and steam-generating boilers located in residential buildings must be inspected annually.
A low-pressure water heating boiler is one which furnishes hot water at pressures not exceeding 160 psi and
ar temperatures not exceeding 250° F. A low-pressure steam-generating boiler is one which furnishes steam
at pressures not exceeding 15 psi. Low-pressure boilers do not include houschold-type water heaters
furnishing hot warer at temperatures not exceeding 210° B,

City inspectors will not inspect boilers. Each boiler must be inspected and approved for operation by a
qualified inspector. Qualified inspectors are classified as any State-licensed “boiler, hot water heating and
steam fitting contractor” (Class C-4 license holders) or a certified boiler inspector in the employ of the
insurance underwriter for che building in which the boiler is located.

The ordinance resulted from complaints concerning the questionable safe operation of some boilers and their
ability to provide minimum standards of heating comfort to the occupants of the buildings in which they axe
located. The ordinance provides that, upon a determination that a low-pressure boiler meets reasonable
standards of safe operation, the property owner is to be issued a permit for its continued operation.

For further information concerning permir application procedures under the boiler ordinance, contact the
plumbing inspection division of the Department of Building Inspection at 415-558-6054.

Smolke Detectoss - Every duwelling unit must be equipped with approved smoke deseciors,

Both the San Francisco Board of Supervisors and the California legislature have enacted comprehensive laws
requiring the installation of smoke detectors in dwelling units.

Under these laws, every dwelling unit intended for human occupancy must be equipped with approved
smoke detectors which receive their power from the electrical system of the building in which they are

located. In single- and two-family dwellings, however, battery operated detectors are deemed to satisfy the
requirements of these laws.

Generally, a smoke detector must be installed at a point centrally located in the corridor (or arca) giving
access to each sleeping room (or area). When the dwelling unit has more than one story and in dwellings
with basements, a detector must be installed on each siory and in the basement. In dwelling units where a
story or basement is split into two or more levels, a detector must be installed on the upper level, except that
when the lower level contains a sleeping area, a detector must be installed at each level. When sleeping
rooms are on an upper story, a detector must be installed at the ceiling of the upper story in close proximity

to the stairway. For apartment buildings, there generally must be smoke detectors in all units and in
stairwells.

Under State law, for the sale of a single-family dwelling, the seller must deliver to the buyer a written
statement confirming that the dwelling is in compliance with the State smoke detector law. The statement
must be included in the real estate sale and purchase contract, in an addendum to it or in a sepatatc
document. The sttement should be delivered as soon as practicable before the rransfer of cicle. It is
considered delivered by law if it ts received in person or by mail by the buyer or the authorized agent of the
buyer.

For any new construction, any additions, alterations or repairs exceeding $1,000 and for which a permit is

required, or when one or more sleeping tooms are added regardless of the cost, a smoke detector must be
installed in each sleeping room and also at a point centrally located in the carridor or outside the sleeping
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room(s). The required detectors must receive their power from the clectrical system of the building and be
equipped with a battery backup,

Buyers are encouraged to perform an inspection of the property being purchased to determine whether
applicable smoke detector requirements have been satisfied.

Roofing Materials - Areas designased as having a high fire hazard must use fire retardant roofing material
where 50 percent ar more of the roof area is reroofed.

After the fire storm which destroyed over 3,000 residential dwellings in the Qaldand hills in 1993, the Stae
legislarure enacted a Jaw to require che use of fire retardant roofing material in arcas designated by eicher the
Department of Forestry and Fire Protection or local agencies as having a high fire hazard. Under the law,
which became effective January 1, 1997, fire retardant roofing material that is classified as Class A or better
must be used for all new or existing structures where SO percent or more of the roof area is rercofed.
Certification of the classification of the material must be made by a qualified installer. In addition, any wood
roof covering must pass a 10-year weather and rain test.

In ateas not designated by the department or local agencies as having a high fire hazard, the law requires that
at least Class C or berter fire retacdant roofing material be used for the above-described structures.

Sparl Arresters - State luw requires all chimneys to be equipped with mesh spartk arresters.

Uniform Building Code Section 3703 requires all chimneys to be fitted with mesh spark arresters. Local
ordinances sometimes prescribe additional requirements relating to the type of arrester to be installed,
maintenance of chimneys, and disclosure obligations on the patt of sellers. Buyers should have the chimney
system of any real property they are purchasing professionally inspected to determine whether it complies
with applicable legal requirements.

Abandoned Underground Storage Tanks - Whenever an abandsmed underground storage tank

(“UST") is discovered on or under a real property. the owner must file « plan for the closing or permisting of the
tank within 30 days of its discovery.

There are thousands of abandoned USTs in San Francisco’s residential neighborhoods. These tanks remain
patential sources of contamination of the ground and ground water, and can pose other dangers to the public
health and the environment.

Any owner of real property in San Francisco having reason to believe that an abandoned UST is located on or
under the property, or under the surface of any public streer, sidewalk, alley, court or other place subject ro
an easement for public access that is immediately adjacent to the property, must make a reasonable effort to
locate and idendify the tank, Whenever an abandoned UST is located, the owner must fle a plan for the
closing or permitting of the tank within 30 days of its discovery.

All closures (and removals) of USTs requise the approval of the Depattment of Health, compliance with the
Health Code and applicable provisions of the California Health and Safety Code, as well as the payment of
applicable fees. Any person who is in violation of the applicable provisions of the codes is liable to the City
and County of San Francisco for costs incurred in cleaning up and abating the effects of the violation or
taking other remedial action.

Buyers of real property located in San Francisco are advised to have the property inspected to determine the
presence of abandoned USTs prior to removing the inspection contingency in the real property sale and
purchase contrace. I a UST is found on the property, it can be extremely expensive to temove and clean up
any contamination,
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For further information on tank closure and removal, contact a licensed contractor or environmental
consultant specializing in USTs. These individuals can be found in the Yellow Pages under “Environmental
8 Ecological Services,” “Tanks Abandoned, Filled & Removed” and “Tank Testing & Inspection.” Or,
contact the Department of Public Health ar 415-252-3800,

Hazardous Wastes - The applicant for any building permit is required to bave the soil on the parcel of land
on which the construction is t occur analyzed to determine whether hazardous wastes are present.

Under San Francisco's Hazardous Wastes Ordinance, the applicant for any building permit is required to
have the soil on the parcel of land on which the construction is to occur analyzed by a certified laboratory for
the purpose of determining the presence of hazardous wastes and, where applicable, complete certain site
mitigation measures approved by federal and State authorities when:

*  The permit is for a construction project that involves the disturbance of 50 cubic yards of soif or
more; and

*  The parcel of land on which the construction will occur is located either bayward of the high tide
line as indicated on certain historic San Francisco maps, prepared by the State Lands Division and
filed with the Recorder of the City and County of San Francisco, or in any area designated by the
director of the Department of Public Wosks (“DPW™).

The director may waive the requirements imposed by the ordinance if the applicant demonstrates that the
real property has been continuously zoned as residental under the Planning Code since 1921, has been in
residential use since then and the director has no reason to believe that the soil may contain hazardous wastes.

The seller or the seller’s broker, in the sale and purchase or exchange of real property locared within San
Francisco, is required to provide the buyer with a summary of the Hazardous Wastes Ordinance, prepared
by the director of the DPW, and 0 obtain a written receipt therefore in cases where the real property is
located bayward of the high tde line indicated on certain historic San Francisco maps or within areas
designared by the director. A map showing the areas covered by the ordinance, along with a starement of the
procedures to be followed in submitting site histories and completing soil samplings and analyses, can be
obtained from the Department of Building Inspection located ar 1660 Mission Street, San Francisco, CA
94103, or by calling 415-558-6088,

Methamphetamine Lab Clean-Up Order Disclosure - dn owner subject to a pending clean-up order
Jor a methamphetamine lab must provide written notification to 4 prospective buyer or tenant.

Effective January 1, 2006, a property owner selling any real properiy (except for mobilehomes and
manufactured homes in a “park”) is required by Health & Safety Code Secton 25400.28 to notify a
prospective buyer in writing of a pending clean-up order for a property contaminated by a
methamphetamine lab. The prospective buyer must acknowledge, in writing, receipt of the peading order.

Upon the issuance of any such order, the property owner and any existing tenants must vacate their units
pending mandated remediation. In addition, the owner of such a property must give written notice o a
prospective tenant before entering into a rental agreement by praviding to the prospective tenant a copy of the
order. The prospective tenant must acknowledge receipt of the order in writing before entering into a rental

agreement. If the property owner does not comply in this regard, the prospective tenant may void the rental
agresment.

Unreinforced Masonry Buildings - Owners of unreinforeed masonry buildings (“UMBs”) containing five
or more unils are required to comply with retrofisting requirements prescribed by law in San Francisco.

The Department of Building Inspection (“DBI”) has ideatified over 2,000 UMBs in San Francisco that will
be at risk of collapse during a severe earthquake.
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UMBs have exverior walls of brick, stone, concrete block or similar materials, and wood or concrete slab
foors and roofs, UMBs are unreinforced because their masonry walls do not have any steel or other type of
reinforcement and are typically not well anchored to the floors or roof. UMBs are designed to resist gravity
loads. They are not designed specifically to withstand significant side-to-side forces.

Owners of UMBs are required to comply with rewrofitting requirements prescribed by law in San Francisco.
Retrofitting deadlines are based on the building’s location and occupancy. Deadlines for some buildings
have already passed.

The minimum standard to be applied to the seismic strengthening of most UMBs is “Bolts Plus.” This
level of retrofitting involves anchoring walls to floors and the roof, and installing wall supports to reduce
out-of-plane failures.

Assembly, educational and instituttonal buildings, those with rigid floor systems and those over six stories

in height must be reurofitted to more stringent Uniform Code for Building Conservation (“UCBC”)
standards.

It can be extremely expensive to comply with applicable retrofirting requirements.

Yor further information, conact the Seismic Safety Division of the DB at 415-558-6083 and a qualified

contractor, engineer, architect and/or other qualified professional. Real estate brokers are not qualified o give
opinions in this regard.

Tenant Secu.l’ity' DEPOSits - In San Frencisco, vesidential rental propesty owners must pay interest to tenants
on all security deposits held for at least one year.

An ovmer of residential rental property in San Francisco must pay interest each year to his or her tenants on
all sccurity deposits held for a period of ac least one year. The rate of interest payable is determined annually
by the Residential Rent Stabilization and Arbitration Beard. The rate is based on the rate of the six-month
certificate of deposit posted by the Federal Reserve on the Federal Reserve Statistical Release internet site. The
rate for March 1, 2009 to February 28, 2010 is 3.1 percent.

Interest on tenant securiry deposits accrues until the tenancy terminates. A tenant may be given accrued
interest in the form of either a direct payment ar a credic against the tenant’s rent. Effective January 1, 2003,
security deposit means any payment, fee, deposit or charge, including advance payments or fees. A
residential landlord, with some exceptions, can only charge a security deposit equal to two months rent for
unfurnished units and three months for furnished units. A landlord cannot exceed the allowable limit,

except if an exccption applies, by labeling the security deposit as something else, such as a move-in fee,
cleaning fee or last month's rent.

Effective January 1, 2004, if the landlord seeks to deduct from che security deposit cleaning and repair
charges that exceed $125 after a tenanc vacates, the landlord must provide an itemized statement and copies
of the receipts for any labor and materials used to repair ar clean the premises. If the landlord or his or her
employee performed the work, the landlord must provide an itemized statement describing the work
performed, time spent and the hourly rate charged, which must be reasonable.

Buyers and sellers are urged to discuss any questions they may have regarding security deposits with a
qualified real estate attorney knowledgeable regarding San Francisco real property issues.

Rev. 01/01/09 Page 38 of 53



Authentisign ID: FD12165E-F929-44B4-30D6-30EB51 32E797

Residential Rent Stabilization and Arbitration Ordinance - Buyers and sellers are responsible for
desermining any rights and obligations they may have under San Francisco’s Rent Ordinance.

All residential reneal unirs in San Francisco, with the exception of those in structures for which a certificare of
occupancy was furst tssued after June 13, 1979, and cerain single-family dwellings and condominium
units, are subject to San Francisco’s Residential Renc Stabilization and Arbitration Ordinance. The
ordinance limits the landlord’s ability to increase rents and evict tenants, among other things.

Under the ordinance, landlords may only impose rent increases on tenants in cccupancy in accordance with
the provisions of the ordinance, and the rules and regularions of the Rent Board {the bady charged with
administering the ordinance) as they refate to such matters as the annual allowable rent increase, banking, the
cost of usilities, charges for excess water use, certain property tax increases, the certified costs of certain capital
improvements, tehabilitation and energy conservation measures and, in the case of units affected by
Proposition I, a 1994 ballot measure which extended rent control to owner-occupied properties with 2-4
residential rental units, extraordinary circumstances or past rent histories. Landlords who seck to impose
certain other rent increases must request an arbitration hearing. Whenever a landlord gives a tenant legal
notice of a rent increase, the landlord must inform the tenant in writing of the components of the rent

increase. A successor in interest to the landlord may be required to refund rent increases improperly collected
by a previous laadlord.

Additionally, the ordinance requires any eviction of a tenant to be based upon at least one of 14 “just cause”
grounds. This greatly limits the ability of a landlord to evict a tenant in a rent controlled propesty in San

Francisco. Indeed, so long as a tenant pays his or her rent, the tenancy may continue indefinitely, as a
pracrical matter,

Failure to comply with the ardinance can subject a landlord to civil and criminal liability. The eivil
remedies created by the ordinance include a tenant’s right to “wreble® (iriple damapes) and attorney's fees.

The Rent Ordinance is amended regulatly by the Board of Supervisors, as are the rules and tegulations by
the Rent Board. Buyers and sellers are responsible for determining whether any amendments in the
ordinance or the rules and regulations may be applicable to them.

Information concerning San Francisco’s Rent Ordinance can be obtained by contacting the Rent Board ar
415-252-4600 or visiting the board’s web site at www.sfgov.org/site/rentboard.

Brokers are not qualified to advise buyers and sellers concerning the rights and obligations of residential
property owners under the Rent Ordinance. Buyers and sellers must make their own determinations
concerning, their rights and obligations under the ordinance and, in that regard, are urged to contact a
qualified real estate attorney knowledgeable regarding San Francisco real property issues.

Ovwner Move-In Evictions - Sen Francisco has enacted strict controls regulating the right of an ewner to
mouve into any mulii-unit residential rental property be or she owns.

On August 20, 1998, citing a “worsening residential rental crisis”, former supervisor Sue Bierman
introduced owner move-in reform legislation. The legislation subsequently was passed by the Board of
Supervisors and signed into law by the mayor. Among other things, the Bierman legislation:

Prohibits residential rental property owners from recovering possession of a unit afier July 1, 1997,
unless the owner has at least a 50 percent interest in the property; prohibits rental property owners from
recovering possession of a unit unless possession is recovered for at least 36 continuous months;
prohibits rental property owners from recovering possession of a unit if any comparable unit owned by
the landlord is available; and prohibits rental property owners from recovering possession of a unit for a
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relative unless the unit is a single-family property or a multi-unit property in which the cwner currently
tesides or plans to reside.

The Bierman legislation also provides that certain renants cannoc be evicted from their units by an owner for
his or her occupancy, or the occupancy of telatives. The tenants who arc protected are: (1) tenants who are
60 years of age or older and have resided in the unic for 10 years or more; (2) disabled tenants who have

resided in the unit for 10 years or more; and (3) catastrophically ill tenants who have resided in the unir for
five years or more.

On November 3, 1998, subsequent to the enactment of the Bierman legislation, the voters in San Francisco
T h L% » 4 a . . .
passed Proposition G {commonly known as “Prop. G”). The proposition includes many of the provisions
contained in the Bierman legislation, as well as some which are different, For instance, Prop. G contains 2
provision which provides that once an owner recovers possession of a unit, any other current or future owner
is prevented from recovering passession of any other unit in the same building. It also contains a provision

that sets the ownership interest a property owner must have to recover possession of a unit at 25 percent,
instead of 50 percent, as in the Bierman legislation.

Under both the Bierman legislation and Prop. G, the provision prohibiting an owner from recovering
possession of a unit if the owner receives notice that the tenant in the unit is protected from eviction does not
apply to either single-family dwellings or condominium unirs, provided thar the owner owns only one
condominium unit in the building. Another circumstance where the provision does not apply to
condominium units is where an owner owns more than one unit in a building, tesides in one of the units
and intends to move a qualified relative who is 60 years of age or older into a unit occupied by a tenant
otherwise protected from eviction,

Soon after the passage of Prop. G, the proposition was challenged oa constitutional grounds in 1 lawsuit filed
by the San Francisco Association of REALTORS® and other plaintiffs in the Superior Court of the Swate of
California, County of San Francisco. In 2 ruling issued in 2003 in favor of the plainriffs, the Superior
Court held elements of Prop. G unconstitutional “as applied” to the plaintiffs, The court said that by
creating “cocrced lifetime tenancies” in the plaintiffs’ properties, the proposition “effecruares a permanent
invasion of the rights of plaintiffs,” The court also said that since the proposition provides no compensation

for affected landlords, it also “effectuates an unconstiturional per se taking of property as applied to each
plaindff.”

According to some legal authorities, the practical effect of ruling Prop. G unconstitutional “as applied” is to
permit persons in similar situations, but who were not plaintiffs in the lawsuit, o apply the court’s
reasoning to prevent the challenged provisions of Prop. G from being applied to them. Bur the city
attorney’s office appears to disagree with this view. It has taken the position that the ruling only applies to
other properties owned by the plaintiffs in the lawsuit, not to persons who were not plaintiffs or their
properties. Because of this divergence of opinion, there is no present certainty that in future cases the
Superior Court will rule the same way or even rely upon the Prop. G ruling in addressing the issues.

However, there now appears to be certainty on the question of the ownership interest a property owner must
have to recover possession of a unit. Initially, the appellate department of the Superior Court for the City
and County of San Francisco for cases involving amounts in controversy under $25,000 held, in an
unpublished decision, that the 50 percent Bierman legislation requirement was applicable. That decision,
according to legal authorities, could nat be cited as binding precedent in other cases. But the decision was
well known (o the tenants’ bar and resulted in subsequent trial rulings that 50 percent was required in all
instances, But the conflict between the Bierman legislation and Prop. G seems to have been serted
definitively by a recent reported decision of the Appellate Division of the Superior Court for the City and
County of San Francisco. Tha decision held thar the 25 percent ownership interest required by Prop. G
controls and applies.

Owners of multi-unic residential rental property should understand that there are considerable risks
involved in recovering possession of a unit for their own occupancy or the occupancy of a relative. It is
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extremely important that buyers who plan to move into a multi-unit residential rental property they are
purchasing, and particularly multiple buyers of such property, understand that great uncertainty—both
legal and political—surrounds the subject of owner and relative move-in evictions in San Francisco, Buyers
who are contemplating the eviction of a tenant or tenants from residential rental property they are purchasing
are urged to consult a qualified real estate attorney knowledgeable regarding San Francisco real property issues

for advice concerning cheir right to do so or any questions they may have regarding owner and refative move-
in gvictions.

Determining Whether Tenants Are Protected from OMI Eviction - A reguest may be served on

tenants in a building to determine whether any of them claim to be protected from owmer or relative move-in
eviction.

A request may be served on all tenants in a building to give them an opportunity to indicate whether any of
them are protected from owner and relative move-in eviction under San Francisco’s Residential Rent
Stabilization and Arbitration Ordinance. The tenants then are given a period of 30 days o respond as to
whether they are protected. The request must contain a warning that a tenant’s failure to submit a statement
within the 30-day period will be deemed an admission that the tenanr is not protecred. If tenants do not
respond to the request within the 30-day peried, they are precluded from claiming that they are protected in
the future. If, on the other hand, they claim they are protected, the ordinance provides a mechanism by
which the rental property owner can contest the claim. A copy of any request served on a tenant must be filed
with the Rent Board by the property owner within 10 days of service.

Sellers and/or buyers with additional questions concerning the use of the request described above, or any

other related matter, are urged to consult a qualified real estate attorney knowledgeable regarding San
Francisco real property issues,

Ordinances to Discourage Tenant Evictions - Sellers of real praperty consisiing of two or move

residential units are required, among ather things, to give written notice to buyers disclosing the reason for the mast
receni termination of tenancy for every unit delivered vacant at close of escrow.

To “discourage tenant evictions,” the Board of Supervisors in 2002 passed and the mayor signed into law
amendments o the city's Rent Ordinance, proposed by Supervisor Chris Daly. OFf parsicelar interest to
buyers and sellers of real property covered by the ordinance is a provision which makes it unlawful for a
landlord to knowingly fil to disclose in writing to the buyer, prior to entering into a contract for the sale and
purchase of any real property consisting of two or more residential units, the specific ground(s) for the
termination of the tenancy of each residential rencal unit to be delivered vacant at close of escrow, Originally,
the new law contained other provisions relating to the recovery of rental units by landlords. Two of these
provisions—the so-called “Ellis bluff’ (a landlord threatening to commence an Ellis Act proceeding to
withdraw the property from the rental marker for the purpose of petsuading the tenants to move out
voluntarily) and the requirement thar tenanes be represenied by an attorney in order to be allowed to enter
into a binding waiver of rights under the ordinance with a landlord—have been held unconstitutional by the
courts,

In 2006, voters in San Francisco narrowly approved a balloc measure requiring the owners of multi-unit
residential properties to disclose in writing to “prospective purchasers” certain details relating to the eviction
history of the property. More specifically, the measure requires a “landlord/owner” when offering a property
for sale in San Francisco with two or more residential units to disclose to any prospective purchaser the
specific ground(s) for the terminarion of the tenancy of each residential rental unit w be delivered vacant at
close of escrow and whether any evicted tenant was elderly or disabled.

And in early 2008, the Board of Supervisots passed and the mayor sigied into law amendments to the city’s
Rent Ordinance, proposed by Supervisor Daly, to require sellers and buyers of multi-unit residental
properiies subject to rent control to disclose in writing to tenants cereain legal rights. Mote specifically, the
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measure requires a seller “before selling” to provide a specific set of disclosures in a particular type-size to all
tenants and the buyer to do likewise within thirey (30) days after close of escrow.

Buyers and sellers are urged to discuss all aspects of the above-mentioned laws that may be pettinent to a

specific real property sale and purchase transaction with a qualified real estate attorney knowledgeable
regarding San Francisco real property issues.

Relocation Payments for No-Fault Evictions - Exch eligible tenant who receives a covered no-fault
eviction notice is entitled to receive relocation expenses from the landlord.

In 2006, voters in San Francisco approved Proposition H, a measure that requires rental properry owners to
pay “relocation expenses” to “eligible tenants” for no-fault evictions. (Note: Relocation expenses payable to
tenants for evictions resulting from use of the State Ellis Act are specified in Section 37.9A(e}{3) of the city’s
Rent Ordinance and are similar but not identical to those specified in Proposition H. The Ellis Act allows
owners of residential rental buildings to remove a building from rental use.) Proposision H applies to all
notices to quit served on or after August 10, 2006.

Covered under Proposition H are notices to quit based on Sections 37.9(a) (8), (10), (11) or (12) of the

city’s Rent Ordinance. Those sections apply to fandlords who seek to recover possession of a rental unit for
the following purposes:

(8)  For the landlords’ use or occupancy as his or her principal place of residence or for the use or
occupancy of the fandlord’s relatives as their principal place of residence;

(10) To demolish or to otherwise permanently remove the rental unit from housing use;

(11) To remove temporarily the unit from housing use in order to be able to carry our capiral
improvements or rehabilitation work; or

(12) To carry cut substantial rehabilitation work.

Under Proposition H, each eligible tenant, defined as any authotized occupant of a rental unir regardless of
age who has resided in the unit for 12 or maore months, who receives a covered no-fault eviction notice is

entitled o receive relocation expenses from the landlord in the amounts specified in Section 37.9C(2) of the
Rent Ordinance, Those amounts are:

* A payment of $4,500 to each eligible tenant receiving a covered no-fault eviction notice—$2,250 of

which shall be paid at the time of the service of the notice to quit, and $2,250 of which shall be paid
when the unir is vacated. However, in no case, shall the landlord be obligated under this to provide
more than $13,500 in relocation expenses to all eligible tenants in the same unit.

* In addition, a payment of $3,000 to each eligible tenant who is 60 years of age or older or who is
disabled within the meaning of Section 12955.3 of the California Government Code, and each
household with at least one eligible tenant and at least one child under the age of 18 years—$1,500
of which is o be paid within 15 calendar days of the landlord’s receipt of notice from the eligible
tenant of entitlement to the relocation payment, along with supporting evidence, and $1,500 of
which is to be paid when the eligible tenant vacates the unit. Within 30 days after notification to the
landlord of a claim of entitlement o additional relocation expenses because of disability, age, or
having children in the household, the landlord is to give written notice to the Rent Board of the
claim for additional relocation assistance and whether or not the landlord disputes the claim.

Bach year on or about March 1, the relocarion expenses, including rhe maximum relocation expenses per
unit, are to increase, rounded o the nearese dollar, at the rate of increase in the “rent of primary residencs”
expenditure category of the Consumer Price Index for All Urban Consumers in the San Francisco-Oakland-
San Jose Region for the preceding calendar year, as that data is made available by the United Stares
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Department of Labor and published by the city’s Rent Board. For March 1, 2009 through February 28,
2010 the amounts are $4,941 for each eligible tenant (an authorized occupane, regardless of age, who has
resided in the unir for 12 or mote months) with a cap of $14,825.per unit, with an additional $3,295 for
each eligible renant who is 60 years of age or older or who is disabled within the meaning of Section
12955.3 of the California Government Code, and each household wich at least one cligible tenant and at
least one child under the age of 18 years.

For further information on relocation payments for no-fault evictions, contact the city’s Rent Board at 415-
252-4600.

Condominium Conversion Ordinance - Ja San Francisco, sabject to certain reguirements, the
conversion of apartment units to condominiums is limited to 200 per year in buildings with six or fower units.

Subject to certain requirements and resrictions, conversions of apartment units o condominiums in San

Francisco are currendy limited, under a lottery system, to 200 per year. Generally, only 2-6 unit properties
may be converted.

To be eligible for conversion, an apartment building improved with four or fewer units may be entered into
the lottery only if one of the units has been occupied continuously by one of the owners of record for at least
three years.

By contrast, an apartment building improved with five or six units is eligible for the lotwery only if 50
percent or more of the units have been oceupied continuously by one or more of the owners of record for at
least three years. Such buildings also must comply with strict Srate Subdivision Code requirements.

To convert, the owner(s} must correct code violations and provide tenants with a right to purchase their
units. Tenants who do not purchase may continue their occupancy for one year, Tenants who move are
entitled to relocation assistance. Tenants 62 years of age or older, ot permanently disabled, are entitled to
lifetime leases.

Two-unit buildings, in cases where both units are owner-occupied for one year prior to the submission of
the application for conversion, are exempt from the ordinance, subject to certain restrictions imposed by a
new local law (the “compromise legislation” discussed below).

The foregoing rules have been modified several times in the last few years. The more significant
modifications are described below:

Where the owners of a two-unit building are secking to convert to condominiums and they qualify
for the exemption described above, they must certify that since November 16, 2004, no eviction of

a senior (60 years of age ot older and residing in the unit for 10 years or more), disabled person or
camstrophically ill tenant has occurred.

*  The lotiery process for buildings with 2-6 units has an additional requirement that applicants for
the first 175 of the 200 units in the lottery must certify that since November 16, 2004, no eviction
of a senior, disabled person or catastrophically ill tenant has occurred. The remaining 25 units will
be allocated in accordance with che current lottery process and will be avaifable to all lottery
participants, including the owners of 2-6 unit buildings where the above-described evictions have
occurred,

Priority in the lotery is given to properties that have lost the lotery three or more times. Under
certain ltmited circumstances, all of the buildings in a high priority grouping of buildings under
the new law will qualify for conversion, Otherwise, they will be subject to a lottery process that is
calculated to create a greater statistical likelihood of success than under the old system. The senior,
disabled person or carastrophically ill tenant resirictions discussed above remain in effect. Moreover,
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any buildings with evictions regarding any such tenants since January 1, 1999 will be precluded
from the priority benefits of this taw.

Conversions are prohibited entirely for properties where there have been two or more evictions involving
different units under the Ellis Act or certain construction-related provisions of the Rent Ordinance or the
ordinance’s “ownet move-in" provisions have been wtilized. Also prohibited are conversions where there has
been one eviction to any unit involving a senior, disabled or catastrophically ill tenant, This law is effective
for any such eviction resulting [rom an eviction notice issued on or afrer May 1, 2006.

Buyers should thus understand that there is no guarantee or certainty of success in the condominium lottery
or that 2 given property can be converted to condominiums. Any buyer intending to convert units in an
eligible property is strongly advised to consule with a qualified real estate artorney specializing in conversions
before making a decision to purchase. They should also understand that che laws relating to che conversion of
units to condominiums are extremely complicated and subject to change,

Ordinance Regulating Formation of Tenancies-in-Common - The Ordinance to Reguiate the

Formation of Ceriain Condominium-Type Ounership Structures, otherwise known as the “McTIC” ordinance,
was declared unconstitutional and is no longer in effect.

In July of 2001, the Board of Supervisors enacted an ordinance to “regulate the formation of certain
condominium-type ownership structures.” Known as the “McTIC” ordinance afier the person who
introduced it, Supervisor Jake McGoldrick, the ordinance sought to regulate the formation of tenancies-in-
common (TICs), a form of real property owncrship in which two or more persons own undivided interests
in real property. TICs typically are formed when two or more persons purchase a multi-unit residential
rental building with the intention of individually occupying each ubit as a primary residence. Sometimes, as
part of the process, tepants are displaced. It was the prevention of these tenane displacements that was the
supervisors’ primary purpose in enacting the legislation.

The McTIC ordinance sought to prevent tenant displacement by prohibiting an owner of an undivided
interest in real property conmining three or more units from having the right of exclusive occupancy of any
anit except pursuant to a subdivision approved by the City and County of San Francisco. Real property
containing only two units, where at least one unit was owner-occupied for one year prior to the filing of an
application for conversion, were exempted from the subdivision approval process. But this exemption was
tied to a provision of the ordinance that automatically suspended it if anyone filed a lawsuit challenging the
prohibition on exclusive occupancy or any other aspece of the ordinance.

In 2002, several parties interested in preserving TICs as affordable home ownership opportunities in San
Prancisco, including the San Francisco Association of REALTORS®, filed a lawsuic challenging the McTIC
ordinance in Superior Court. Early in 2003, the Superior Court ruled chat the entire McTIC ordinance was
unconstitutional, but the City and County of San Francisco appealed the ruling. In October 2004, the
California Supreme Court denied the appeal and, as a consequence, the Board of Supervisors repealed the
MCcTIC ordinance, effective December 1, 2004. This means that the formation of tenancies-in-commeon
with rights of exclusive occupancy now is allowed and the prior law regarding the subdivision of 2-6 unit
buildings, as amended, is reinstated, (Please see Condominium Conversion Ordinance on page 43.)

Because of the complexidies surrounding the formation of TICs, buyers and sellers of TIC interests are
strongly advised, before proceeding with the sale or purchase of any such interest in a residential building, to
consult with a qualified real estate attorney regarding San Francisco real property issues.
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Ellis Act - Owners of residential rental property, under cersain cireumstances, miay avail themselves af a State
law, which, subfect to certain restrictions, allows the owners to withdraw their property from rental use,

Because of the excessive restrictions imposed on the owners of residential rental property by San Francisco
law, some owners have utilized a State law which allows them to withdraw their property from residential
rental use. Individuals who are buying residential rental property as “tenants-in-common” for their own
occupancy commonly use this law to be able to evicr existing tenants. The law, known as the Ellis Act,
generally preempts or overrides San Francisco law, if properly invoked, but it does not preempt or override
local law which establishes various procedural protections consistent with the Act. Invoking the Ellis Act
carries with it long term implications for the property that should be carefully considered before proceeding.

The Ellis Act contains dewiled procedural requitements that relate to the eviction of existing tenants. They
include, but are not limited to, notice, filing and recordation requirements. Also, after the Act is involed,
the right to rent the property in the future is restricted. Since the Act binds the invoking owner and the
ownet’s successors and assigns, this may affect the value and desirability of the properiy if it is later marketed
for sale. These and other important considerations should be carefully evaluated before an owner elects 1o
proceed under the Ellis Act or a buyer purchases a property that has been subject to an Ellis Act proceeding.

Supervisor Aaron Peskin obtained passage of a local ordinance that expands tenant relocation eligibility where
units are withdrawn from the rental market pursvanc to the Ellis Act. The crdinance became law without the
mayor’s signature on February 20, 2005, Under the ordinance, when residential units are withdrawn from
the rental market pursuant to the Ellis Act, each tenant who is relocated will be entitled to a payment of
$4,500, up to a maximum total of $13,500, if the tenant resided in the unic on or after August 10, 2004.
The payment amounts are to be increased on March 1 of each year, according to the “rent of primary
residence” expenditure category of the Consumer Price Index for the preceding 12 months. In addition,
owners may not withdraw defined residential hotel units from the rental market pursuant to the Fllis Act if
the hotel’s occupancy permit was issued prior to January 1, 1990, and if the hotel did not file a notice of
intent prior to January 1, 2004, to withdraw the units from the rental market.

The ordinance also provides that the existing additional relocation payment of $3,000 to each senior (62 or
older) or disabled tenant displaced will increase annually on March 1 of each year, according to the “rent of
primary residence” expenditure category of the Consumer Price Index for the preceding calendar year. The
amounts due from March 1, 2009 through February 28, 2010 are § 4,945.46 for each tenant with a cap of
$14.,836.35 per unit, with an additional $3,296.96 for each elderly {62 years of age or older) or disabled
(within the meaning of Section 12955.3 of the California Government Code) tenant.

Individuals who have questions or are secking advice regarding the Ellis Act are urged to contact a qualified
real estate attorney knowledgeable regarding the Ellis Act and San Francisco real property issues. Real estate
brokers are not qualified to give opinions in this regard.

Security Bats - Homes with window bars, under State law, must have an emergency release mechanism on a
least one window in each bedroom and one other window.

To increase security, many real property owners have installed bars on Frst-story windows, Window bars do
not always have emergency release mechanisms and, if they do not, can pose a safety threat 1o occupants by
not allowing egress from the property in the event of a fire,

In 1997, the State of California enacted legislation requiring cities and counties to require that homes with
window bars have an inside emergency release on ar least one window in cach bedroom and one other

window. The new Stute law also requires that newly installed window bars have an emergency release
mechanism.
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IF bars have been placed over the windows of the property being purchased, the buyer should have them
professionally inspected to determine whether they comply with applicable legal requirements.

Locks - Landlords are required to have deadlock locks installed on each entry doot.

While the residents of most large cities are presented with a wide array of cultural and recreational amenities,
they also are exposed to some of the negative aspects of urban life, such as overcrowding and ctime. The
most common urban crime is burglary. Buirglary, however, can be discouraged by taking a few simple
security precautions. To reduce burglarics and increase the security of residential dwellings, the California

legislature has enacted a law which requires the landlord (or his or her broker) of any building intended for
human habitation to do all of the following;

* Install and maintain operable deadbole locks on each main swinging entry door of a dwelling unit.

When in locked position, the bolt must extend a minimum of 13/16 of an inch in length beyond
the strike edge of the door and protrude into the dootjamb

Install and maintain operable window security devices or locks for windows that are designed to be
opened; and

Install locking mechanisms that comply with applicable fire and safety codes on exterior doors thar
provide access to and from common areas in multi-family buildings.

Under the State law a “dwelling unit” is defined as “a structure or the parc of a structure that is used as a
home, residence, or sleeping place by one person who maintains 2 houschold or by two or more persons
¥ P

who maintain a common household.” Thus, a single-family unit or an apartment unit is covered by this
definition.

There are three exceptions to the provisions of the State law:

Deadbolt exception: The new law does not apply to horizontal sliding doors or o existing deadbolts
of at least one-half inch in length,

Window security exception: The new law does not apply to windows that are more than 12 feet

vertically or six feer horizontally from the ground, roof, or other platform. Louvered windows and
casement windows also are exempt.

Exterior door exception: The new law does not requite the installation of a door or gate where none
existed on January 1, 1998.

Automatic Garage Doors - If the property has u garage equipped with an awiomatic garage door opening
device, the law requires the device to have an automatic reversing mechanism.

If the real property has a garage equipped with an older automatic garage door opening device, the device
may not have an automatic reversing mechanism required by California Health and Safery Code Section

19890. Buyers should investigate the operation of any garage door opening device to determine whether it
complies with applicable legal requiremenis.

Pools and Spas - Local lw may require pooks, spas, ete. to bave prosective fencing andjor an alarm system.

If the real property has a pool, spa or hot tub, local law may require that the facilities be surrounded by
protective security fencing and, in some cases, equipped with an alarm system. Buyers of such property

should determine whether any security measuzes are required by law and, if so, whether the facilities are in
compliance,
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Utban Forestry - In San Francisco, it is unlawful for any person to plant or remeve a street tree withour
obtaining a valid permit.

In San Francisco, owners of real property, uader the Urban Forestry Ordinance, are responsible for the
routine maintenance of all street trees fronting their properties. Upon a finding by the direcior of the
Department of Public Works that a street tree is being improperly maintzined by the property owner, the

director, after notifying the responsible party, may perform cthe necessary work and collect the costs of such
work from the responsible party,

The Urban Forestry Ordinance recently was revised by the Board of Supervisors, and now includes
protection for certain trees on private property thac are close to the public right-of-way. Called, “significant
trees,” these trees are within 10 feet of the public right-of-way and also meet one of the following size
requirements: 20 fect or greater in height, 15 feet or greater canopy width, 12 inches or greater diameter
trunk measured at 4.5 feet above grade. These trees are granted the same protections as street trees, and a
permit is required before any significant tree can be removed,

It is unlawful for any person to plant oc to remove a street tree withour obtaining a valid permit for such
work from the Urban Forestry Division of the Department of Public ‘Works.

For more information buyers or sellers should call the San Francisco Department of Public Works at 415-
554-6920 and ask for the Urban Forestry Division, The division’s offices are located at 2323 Cesar Chavez
Street, Building A, San Francisco, CA 94103.

Ordnance Locations - In some circumstances, sellers must give notice of ordnance (explosive muniiinns)
lncations & the buyer.

Under California Civil Code Section 1102.15, the seller of any residential teal property improved with one
to four units who has “actual knowledge” of a former federal or State ordnance location within one mile of the
property must give written notice of thar fact to the buyer before wansfer of title.

NEIGHBORHOOD CONDITIONS

Neighborhoods - 7 is the responsibilizy of the buyer to determine the degree to which the yeal property being
purchased can be affected by changing neighborbood conditions.

Each neighborhood has its own distinctive character. But neighborhoods are not static and their characrer
can be affected by numerous factors such as alterations to existing improvements and/or its landscaping, new
construction, increased or decreased lacal services, lack of matntenance and neglecr, and societal changes. Asa
neighborhood evolves, views, noise levels, traffic conditions and the safety neighborhood residents enjoy can
change. TIn recent years, for example, some neighborhoods have begun to be affected by another
phenomenon—the presence of homeless people. Buyers should understand that since anti-loitering laws
were declared unconstitutional in the early 1980s, there is little that law enforcement agencies can do to
remove loiterers, including the homeless, as long as they are not occupying privately owned real property.

Matters relating to the character of neighborhoods are outside the control of the seller and the brokee and it is
the buyer’s responsibility to consult with appropriate governmental agencies, and other authorities and
individuals to determine, w the degree possible, the manner in which real property can be affected by
changing neighborhood conditions.

Neighbothood conditions can greatly affecc the value, desirability and enjoyment of any real properey. Tt is
the buyer’s responsibility to satisfy whatever concerns he/she may have in this regard.
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Parking - Most neighborboods are densely populated and finding curbside parking can be a challenge,

San Francisco is one of the most desirable cities in the world in which to live. Yet, it has 2 land area of oaly
49 square miles. With approximately 346,525 dwelling units in the city and a high percentage of single-
family homes having avtached side walls, it is no wonder that most neighborhoods are densely populated and
finding curbside parking can be a challenge,

Ta discourage long-term parking in certain neighborhoods by people who do not live in them, the City and
County of San Francisco has established a preferential residential parking system. Under the system,
residential packing permit stickers are issued to neighborhood residents applying for them, The stickers
allow residents o pack their cars close to where they live during certain hours of the day, Cars not having
the permir stickers are subject to being cited,

Most neighbarhoods have a very smalfl number of garages available for rent. Buyers of real properties
withour garages should be aware that these garages are exceedingly expensive and may not be availzble at all.

For further information on the preferential residential parking system, contact the Residential Permit Parking
office ar 415-503-2020 or the Traffic Engineering Division at 415-701-4686.

Commute Traffic - Buyers should famibiarize themselves with traffic conditions in the area surrounding any
real property they are purchasing.

Buyers should be aware that waffic in some neighborhoods is heavier during commute hours, especially on
streets considered “cut-through” streets. In addition, if real property is located in the vicinity of a school, a
park or a recreational arca, traffic may become congested during certain hours of the day, and during
weekends and holidays. Also, curbside parking in some residential areas may be subject to restrictions and
property owners may be required to obtain permits to park on the street for extended periods of time. It is
strongly advised that buyers familiarize themselves with the traffic conditions in the area surrounding any

property they ate purchasing, as well as the noise generated by such traffic, particularly during commute
hours,

Noise in General - Buyers should investigase sources of noise in the area surrounding the real property being
purchased.

Noise can affect people differently, What is acceptable to some can be intolerable to others. Some people, for
example, are particularly disturbed by the noises made by the mechanical lifting devices of garbage trucks.

The fact that most waste disposal companies collect garbage during early morning hours simply adds to the
agpravation.

Noise is a natural concomitant of urban life. Buyers should not rely on the subjective judgments of sellers
or brokers concerning acceptable noise levels affecting the real property being purchased. Buyess should
investigate sources of noise or engage appropriaic engineers or other qualified professionals to do it for them,
and make their own determinations concerning acceptable noise levels before removing any property
inspection contingencies in the purchase contract.

Hospitals and Fire Stations - Real property located in close proximity to hospitals andlor fire stations may be
subject to disturbances caused by the use of emergency vebicles,

It is not unusual for hespitals and fire stations to be located in residential areas. Because these facilities use
emergency vehicles, the peaceful enjoyment of real property surrounding them may be disturbed, from time
to time, by the sound of sirens. Buyers should investigate whether the real property they are purchasing is
located in close proximity to 2 hospital and/or fire station. If it is, they should understand that they might
be subjected to disturbances from time to time caused by the use of emergency vehicles.
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Airport Noise - Buyers should desermine wheiher the real propersy they are purchasing is affected by the noise of
low-flying aircrafi.

San Francisce International Airport is one of the busiest airports by volume in the world. Tens of thousands
of residential properties are located near the flight paths of the airport. Noise levels at any property so located
may be affected by low-flying aircrafts. Buyers should thoroughly familiarize themselves with the degree to
which noise levels ac any property they are purchasing are affected by such aircrafts. For furcher information
on the flight paths of local airports and the noise generated by low-flying aircrafts, contact the aircraft naise
abarement center ar San Francisco International Airport ar 650-821-5100.

On January 1, 2004, the Airport Noise Disclosure law became effective and requires sellers to disclose to
prospective buyers that residendal property is in the vicinity of an airport (“Airport Influence Area”} in three
circumstances. First, subdividers are required to disclose in their public reports whether the property
offered for sale is in an Airport Influence Area. Second, CC&R’s for common interest devefopments
recorded after January 1, 2004 must provide notice that the properiy is in an Airport Influence Area.
Third, natural hazard disclosure companies and other experts who prepare natural hazard disclosures are
required to include notice that the property is in an Airport Influence Area in their reports and such reparts
are deemed substituted disclosures for purposes of complying with the disclosure requirements of the Real
Estate Transfer Disclosure Statement.

Views and Outlooks - Neither the seller nor the broker can guarantee thar the view which exists today witl
remain undisturbed in the future.

Whether it is the Golden Gate Bridge, the Bay or just a grove of trees on an adjoining lot, an attractive view
or outlook can greatly enhance the value, desirability and enjoyment of owaing real property. But views are
not static and they can change with time as a result of either narural or man-made obstructions. Neither the
seller nor the broker can guarantee that the view which exists today will remain undisturbed in the furre.
Buyers are urged to investigate whether there are any projects planned by neighboring property owners or
government entities which could affect views, If a view is material 1o a decision to purchase or the amount to
be paid for the property, the buyer should investigate whether means are available, through legal andfor
other governmental processes, to preserve views in the area in which the property is locared. Further, they
should engage qualified contractors or other professionals w iuvestigate such maters from public records and

otherwise in order to fully satisfy any concerns they might have before removing any inspection
contingencies in the purchase contracr,

Also, buyers should be aware that if 4 real property has “lot line windows” and a new structure is built up to
the lot line on the adjoining lot, the owner may be required to remove the windows.

Odors - Odors can emanate from many sources and, depending on the circumsiances, affect the enjoyment of
real propersy.

Odors can be found everywhere in today’s environment. They can emanate from such obvious sources as
lakes, ponds and other bodies of water, as well as certain plant species. Odors can be carried by the wind
many miles from their source.

Brokers as a general marter cannot be reasonably expected to know how a real property might be affected by
odors. Buyers, accordingly, are advised to investigate sources of odors in and around any property they are
purchasing. They also are encouraged to speak to neighbors concerning odors which are presenr in the area
where the property is located. Further, they should engage qualified contractors, environmental consuleants
or other professionals to investigate such matters and fully sauisfy any concerns they might have before
removing any inspection contingencies in the purchase contract.

Rev. 01/01/09 Page 49 of 53



Authentisign D: FD12165E-F929-44B4-20D6-90EB5132E797

Landfill - Seructures buil on landfill can be at greater risk of vollapse during a severe earthquake.

To increase the amount of land available for development near San Francisco Bay, maay tidelands have been
covered over with soil. Structures buile on these landfills can be ar greater risk of collapse during a severe
carthquake because of a phenomenon known as liquefaction, where water deep within che soil rises to the
surface. The City and County of San Francisco maintains certain histotic maps which indicate the original
high tide line of the Bay. The U.S. Geological Survey has similar maps which show the location of Bay mud
deposits. Buyers should conact either the city assessor/recorder's office at 415-554-4176 or the U.S.
Geological Survey at 888-275-8747 to obtain a capy of a tidelands/mud deposits map; or a qualified
geologist should be retained to determine whether the real properry they are purchasing is located on landfill.

Residential Care Facilities - Residential care facilities can be located in any neighborbood and are protected
by State law.

Buyers should be aware that residential care facilities, which provide housing and other services to
individuals who are unable to care for themselves, can be located in any neighborhood and are protected by
State law which exempts them from the opecation of local zoning ordinances.

Golf Courses - Stray golf balls can pose bazards,

For some, teal properties adjacent to or near golf courses could not be more ideally located. But buyers of
such properties should be aware that stray golf balls can pose a physical hazard to the occupants of or visitors
to such properties, as well as a potential for damage to their windows, roofs, automobiles, etc,

Megan’s Law - Unless exempt, coniracss for the sale and purchase of real propersy with one to four units and
every rental ar lease agreement for residential real property are required to include a statutorily-defined notice
regarding the existence of public access database information regarding sex: offenders.

In 1996, California enacted legistation requiring certain sex offenders to register with State and local agencies
and tequiring State and local agencies to release relevant information about cerrain sex offenders to protect the
public. Pursuant to Civil Code Section 2079.10a, contracts for the sale and purchase of real properiy with
one to four units and every rental or lease agreement for residential real property entered into by the parties
on or after April 1, 2006 must contain, in not less than eight-point type, the following notice:

“Notice: Pursuant to Section 290.46 of the Penal Code, information about specified registered sex offenders
is made available to the public via an Internet Web site maintained by the Department of Justice at
www.meganslw.ca.gov. Depending on an offender’s criminal history, this information will include cither

the address at which the offender resides or the community of residence and ZIP Code in which he or she
resides.”

Upon delivery of the foregoing notice to a buyer or lessee, the seller, lessor or any broker is not required to
provide information in addition to that contained in the notice. The information in the notice also shall not
give rise to any cause of action by a registered sex offender against the disclosing party.

Nothing in Scction 2079.10a, however, relieves or alters any existing duties of the seller, lessor or any
broker. While a seller’s portion of a Real Estate Transfer Disclosure Stacement does not contain any
questions about sex offenders, a prudent seller should disclose any actual knowledge of sex offenders living

in the neighborhood and fully disclose his or her actual knowledge regarding sex offenders in response to
any questions regarding the same.

Individuals who have questions or are seeking advice regarding Civil Code Section 2079.10a are urged to
contact a qualified real estate attorney.
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MISCELLANEQUS

Lockboxes - Lockhoxes provide a repository for a key which can be used to gain access to a real propersy,

To facilitate the showing of real property being offered for sale, a lockbox frequently is installed at the
property by the listing broker. Lockboxes provide a repository for a key which can be used to gain access to
the property by other brokers accompanied by prospective buyers. Lockboxes have a tempered steel clasp or
elongated ring which allows them to be secured to a door knob at the property. The electronic lockboxes in
use today contain tiny computer chips and are powered by lithium baiteries which allow them to be opened
with an electronic battery-powered keypad which is about the size of a credit card. Electronic lockboxes have
a lockout feature which allows them to be programmed to permir access to the property during certain houts

of the day only.

The policies and procedures governing use of the electronic lockbox system operated by the San Francisco
Association of REALTORS® for the benefit of users of its multiple listing service provide that no real esiate
licensee may enter a property with a lockbox without obtaining the authorization of the listing broker.
Blanket anthorization may be provided to alf licensees urilizing the association’s multiple listing service or
authorization may be given to licensees on an individual basis. A listing broker may not place a lockbox on
listed property without obraining the written authorization of the seller, The California Association of
REALTORS® publishes a lockbox authorization form which provides a means by which such authorization
can be given. The form advises the seller to safeguard or remove valuables located inside the property. Tt
also provides thar neither the lisiing nor the selling broker, association or multiple listing service is an
insurer against loss of personal property. And, it advises the seller to verify the existence of or to obtain
appropriatc pcl‘sonal P['Opefty insurance coverage.

Home Warranty Plans - Buyers can prosecs themselves from loss vesulting from the failure of ceriain systems
Jound inside yesidential real property,

Various home warranty plans are available which provide protection from loss, for a specified period of time
after close of escrow, resulting from the failure of cerrain identified major appliances, fixtures or systems
(hearing, air conditioning, etc.) commonly found inside residential real property, A home warranty plan
does not replace the need for home insurance, which covers the building structure itself. Unless otherwise
agreed, it usually is understood that neither the seller nor the buyer has elected to purchase such a plan. A
list of companies which offer home warranty plans may be obtained from mast brokers.

Public Schools - School-age chitdren may not be able to atiend schools nearest the real properey.

Buyers should understand that because of overcrowding in the public schools and the maintenance by
school districts of “open enrollment” policies, it may not be possible for school-age children to astend schools
nearest the property being purchased. In addition, the area served by each school is subject to being
changed each year. If children are required to awend a school at a more distant location, they may need to be
transported to that lacation by bus, or if bus transpostation is not available, by other means. If the quality or
suitability of school facilities is material to either the decision to purchase or the amount to be paid for a
property, buyers are strongly advised to contact the offices of the school district that serves the area in which
the property is located to determine the manner in which children are assigned to individual schools.

Mandatory Recycling — The City of San Francisco mandates recyeling by owners of residential real praperty.

San Francisco law requires owners of residential or mulifamily properties that generate refuse to subscribe to,
pay for, and provide an accessible location for sufficient levels of service for recycling, The city also requires
owners to pay a “Special Reserve Surcharge” (new landfill fee). Information concerning San Francisco’s
recycling program, costs of compliance and laws can be obtained from the city’s Enviroament Department at
415-554-7329 or its web site (www.sfenvironment.org).
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Water Shortages (Rationing) - Limitations may be imposed on the amonnt of water real praperty owners
may use.

California experiences intermittent droughts which can affect the ability of utilities to supply water to
customers for use in the home and outdoors. These usilicies may impose either voluntary or mandatory
rationing plans, ot increase water rates in order to obtain water conservation. Buyers are advised to contact
the utility which provides water to the property they are purchasing in order to determine whether water
conservation measures are in effect. Once this information has been obtained, a determination should be
made concerning the degree to which ratoning or rate increases will affect the enjoyment of the property.
Information concerning water rationing and water rates in San Francisco can be obtained by contacting the
city's Water Department at 415-923-24290,

Fire Hazards - Buyers should determine the fire danger in and avound any real property being purchased,

California is a semiarid region and receives little or no rain during the late spring, summer and early fall.
As a consequence, a high fire danger exists during this period, particularly in areas where there is a
substantial amount of dry underbrush. The severity of the danger can vary depending on the climate of the
region, the topography and the quality of the fire suppression services available in the immediate arvea,
Certain types of materials used in construction, such as wood shingles, can add to the risk. Buyers should
contact the local fire department and their insurance agent to discuss with them the fire danger on and
around any real property being purchased.

Garage Improvement Restrictions - If a property has no garage or the buyer wishes to change the existing
garage in some manner, local lnws may restrict or probibit what can be done.

The City and County of San Francisco in recent years has placed greater restrictions on what is allowed
relative to residential garage construction and renovations. Buyers who wish to add a garage or make changes
to an existing garage on property they are purchasing are urged to consult a qualified architect prior to
removing any inspection contingencies in the purchase contract, Otherwise, they may close escrow and find
out that their plans are prohibited.

Sidewalk Repair Responsibility - 1z is the responsibility of owners to maintain the sidewalk in front of their
praperty, not the City and County of San Francisco’,

Owners, not the City and County of San Francisco, are responsible for maintaining che sidewalk in front of
their property. If anyone trips and falls or is otherwise injured due to an alleged negligently maintained
sidewall, the owner could be held liable. Buyers should direct any questions they have in this regard to the
San Francisco Department of Public Works at 415-554-5810.

Private Roads - The buyer should ascertain the existence of any recorded joint maintenance agreement.

If the real property being purchased is accessed by a common-use private road which also provides access to
other properties, the buyer should ascertain the existence of any recorded joint maintenance agreement and
determine the owners” obligations thereunder. If no agreement exists, Civil Code Section 845(c) provides

that “the cost [of maintenance] shall be shared proportionately w the use made of the easement by each
owner.”

Refesrals - Before selecting a service provider, the provider should be interviewed,

Brolers sometimes are asked to make recommendations concerning referrals to service providers, such as
lending institutions, loan brokers, title insurers, escrow companies, inspectors, pest contcal operatots,
contractors, repairmen, attorneys and the like. Such recommendations and referrals are always made with the
understanding that:
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* Many companies and persons operate in a particular field;
*  Costs and the quality of services may vary;

Any recommendation or referral is based upon the broker’s past experience and future performance
cannot be guaranteed; and,

Buyers and sellers are free to select service providers other than those recommended.
When requesting a recommendation of or referral 1o a service provider in a particular field, buyers and

sellers should ask to be provided with more than a single name. Before making a selection, each service

provider should be interviewed and its/his/her references checked to ensure thar the selection is an informed
one.
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