FOOTNOTES TO EXHIBIT M
IMPROVED PARCEL LEASE
PROPOSED OPERATLONS BUDGET & PERCENT ALLOCATION OF COSTS

- (REVISED OCTOBER 20, 1986)
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The following foctnctes are an integral pa*t 0f the schedules
relating %o allocaticn of exgenses for the Marina City Club after
z-e sale of long tesn leaszholds to the cubl;c. In . certain
categories, *“ere are assumptions made which require further
support and clarification, and as such may be changed by receipt -
of L“daged infcrmation. The account descriptions are meant to
fallcw the crder of the attached schedules.

MAINTEMANCE TXPzZNS: PATD 3Y. LEASEHOLDS

3ased on the aggregate Leasehold Maintenance Expense 3udget a
-onuh1y caynent will ke raguired of each unit to cover ccammon area
saintenance experditures. These monthly payments will ccamence
cpon the first clcse of escrow for a lorng-tera leasehold.
Trereafter, payment will be made on each of &the 701 units
(including the promenade units) whether owned by the developer or
transferred to a long-term leaseholder.

ALLOCATION OF UNIT MAINTENANCE EXPENSES BETWEEN TOWER UNITS AND
.°QOHEVADE UNITS

The 101 units. owned.by the developer will be responsible for a
pro-rata share of all common area maintenance expenses. Certain
cost centers are allocated based on assumptions ralated to direct
use, but in most cases, the allocations are based on 12.4% of
costs to the promenade units and 86.6% of costs to the tower
units. The allocation percentages are based on the total square
footages of the promenade and tower units.



ATMINISTRATICN

Cc<’ice Expense-Direct:

T-ese charges relate to office supplies required by specific
caveloper activities and are not related to the leasehold

interest.

Ofcice ctxcenses-Aliocable

T~e leasehold interest will be administered by separate management
2nd will be responsible for any direct costs related to areas of
cffice expense. It is assumed that equipment such as tyoeuriters,'

xarox =achines, costage nachines, and other office equ1amen wili

Le supplied to the leasehoid interest, ‘and ‘the on-going

rainterance will be a direct cost of the leasehold.. Furthermore,

t-e leasehold interest will bear the cost of all office supplies

~elated to the activities of the leasehold. (See specific

categories listed in the Aggregate Maintenance Expense Budget.)

vsnageaent Fees-Direct and Allocable:

“e developer wlll contract with an unaffiliated professional
nanagement company to manage the leasehold interest as well as
cther revenue- producing areas of the property. The fee payable
for services rendered to the leasehold interest will be based on
ccaparable fees for other properties where similar services are
c-ovided. It should be roted that these services are distinct fronm
2ry nanagement of developer activities and relate to managemenz
cnly to conmon areas and the leasehold inhterest. .This will also
include assxstance in maintaining proper allocation between
cevelcger activities and the leasehold interest. The allocation
cf management fees between the leasehold and promenade. units is
€6.6% ard 13.4% respectively. (See specific Aggregate Maintenance
Zxpense Budget for assumptions regarding these expenses.)

fees payable for other revenue producing areas such as rents
collected on apartments, retail lease payments, rents collected on
the marina, and management of the grog shOp will be based on
conpetitive rees for the industry.

Teqal-Direct:

Legal fees will be paid by the developer for activities related to
rentals and other activities which are primarily related to
unlawful detainer actions and legal assistance in the preparation
0% leases. In the event there are costs related to the collection
c? maintenance expenses, these costs will be charged to the
Fromenade or tower as a direct cost., It is estimated that these
costs will not exceed $1,500 in each case, '
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Lezal-Allocable:

A--Lclpated legal costs for the leasehold 1nterest are $10 000 and
will be expended on such items as contractor dlsputes, insurance
ma-ters, and any other areas which relate to the leasehold
i--erest. The allocation of legal fees between the leasehold and
t-e promenade units is 86.6% and 13.4% respectively.

PXYROLL

Resident Perscnnel-Direct:

develo*er will u::llze certain personnel to direct ac‘lVLt‘es
,:he rarina, reeall leasesh grog shop and rental activities for
prcmenade units. hesa erployees will be direct charges t>
“e develcper acc*vxeles and will rot be involved in any
ztivities related to the leasehold 1nterese.

ﬁ' (4 (Y’r\'-l
r:aro;
mlb'tw

e*so.*el-AIIOCable:

=2sident

The manageient company will exploy certain persornel who will te
cmarged to the leasehold interest .and will be responsible for the
day Lo day management activities of the common areas. The

Slocatian of these employee related ccsts between the leasehold
ard promenade units . is-86.6% and 13.4% respectively. (See
Azsregate Mainta2hance _xpense dudget for assumptions regarding
t-ese- expenses ) :

—— e oo &

Trese enployees will be responsible for leasehold resconsxollz::es
a~d are not involved in ary develcper activities., Specific areas
: .es-onsxblll.y will be payables, payroll, and collection of
mcnthly mainterance fees. The allocation of-the employee related
ccsts ketwean the leasehold and promenade units is 86.6% and 13.4%
esaec:ively. (See specific Aggregate Maintenance Expense Budget
cr assumptions regarding these expenses.)

o
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Maintenance Personnel=-Direct:

The Te vill be a separate: maineenarce'seaf‘ to handle repai*s and
mal

3:-na, retaxl and Grog Shop. These employees wlll not ke

~cluded in any leasehold activities and will be employed by the
eveloper.

-
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Main-e-ance Terscr-e:-Allocabie:

T~ e managemenI conpany ui;l employ certgin personnel HDO Will be
charged to the leasehold xq:grgst and vill ke respansible for the
day to day maintenance activities in the common areas. These
personnel will not be involved in maintenance of unit interiors
vnless repairs are the result of ¢ommon area problems. The
allocation of these employee related costs between the leasehold
inzerest and promenracde units is 86.6% and 13.4% respectively,
(See Aggregate Mainterance Expense Budget for assunmptions
regarding these expenses.) .

C:ou:dsnen-#llocable:

I: is assumed that the groundsmen will ke responsible for the
cieanliness of the Marina City Club grounds and, therefore, ail
azzivities of the cdeveloger, including the club and the leasehoiz
incerast will benefit. The total cost in this category is $48, 653
and if we'assunme that the developer activities would require one
=sloyee for grounds that would equal approximately 10% of the

-tozal cost. Therefore, the cost of thesa employees will be
a located based uccn the following percentages:

Marina ' 5% /

Club . 15%

Retail st/

Grog Shop 5%

reasehold ‘Interest & _

Promenace Units 70%

T-2 allocation of these employee relatéd costs between the
lé2sehold and prcomenade .units is 86.6% ‘and 1).4% respectively,
(See Aggregate Ixcense Maintenance Budget IOr assuamptions

resardirg.these exzenses.)
cainters:

T=e major responsibilities of the painters will be to maintain the
ccsmetic appearance of the property with regard to railings,
laundry rooms, garage areas, restrooms, and other similar areas.
T~ese employees will not be involved in areas which directly
involve the developer activities or major activities such as the
exterior building surface. Therefore, the benefits derived .from
t-ese improvements are primarily ‘attributable to the leasehold .’
icterest and promenade units, and it 'is assumed.that 88% of the
ccsts are so allocated. The remaining 12% will be allocated as
follows:

Marina 2%
Club 6%
Retail . 2%
Grog Shop : 2%

The remaining 88% will be allocated between the leasehold intergst
and promenade units, 86.6% and 1).4% respectively. (See specific
Aggregate Maintenance Expense Budget regarding these expenses.)
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c:s=cdians- -Allccavle: . .

—~nese employees are reSpon51ble for the qeneral cleanllness of the
grcoerty and thus, maintain laundry rooms, elevators, lobbijes,
-pstroams, and hallways (exterlor cor:ldors) ‘These functlons
;_11 not include any services to the club facilities or to the
:~vrerior of the individual units.

~ve :ajcr tenefit to developer activities will be custodial
fopctions in the lobbies where club members or retail clients will
p2ss and the related cos: for these services would be two hours
cer day o~ acproximately 60 hours per month. This calculation
apld :g::asen- acsreximately 4.5%Y of the total cost to be divides
2s fsllcus: ' ' '

Marina 2%

Club 1% ‘
‘Retail 13 : ) .
G-ag Shop 0.05%

The *e—a;n‘ng 95.5% will te allocated tetween the leasehold and
the prcrenace units, 86.6% and 1).4% resgectively. (See specific
r3gregate Maintenance Expense Budget for assunptions regardlnq
these exgenses.)

c-cial Personnel-3Allocable:

~=ere will ke cne employee who will provide social activities for
=he leasehold :esidents and will not in any way ba involved with
zxe club or other developer activities. The allocation of the
e=pl oyee-*e‘a»e* ccsts between the leasehold interest and
c-onenacde units is 86.6% and 13.4% respectively. (See specific
A;qregate Maintenance Expense Budget for assumptions regarding
“hese expenses.)

Zeleohore Overato séAllocab e:

It is assumed that the existlng telephone system will be utilized
©> provide direct service to the leasehold units, promenade unics,
club facilities, =arina.and- Grog- Shop Additionally, it-is
expected that existing telephones in all residential units will be
ejuipped with message’ lights in order to provide for total
ressenger servicé, Because the existing telephones in the tower
vnits are not currently equipped with message lights, it is
cdifficult to presume what allocation will result. It is known
that service to the club facility and the possibility of
restaurants may cause this usage to be significant. This
2llocation should be subject to review buk. for purposes of this
report, it.is assumed that usage by the residential units,
Including the leasehold interest and promenada units will
represent 80% of the total cost of the telephone operators. The
remaining cost will be allocated as follows:
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Marina AR
Club . 15%
Greg Shcp _ 23

-ve remaining 80% will be allocated between the leasehold and
g-omenrade units, 86.6% and 1J).4% respectively. (See specific
Asgregate Maintenance Expense Budget for asSumptions regarding
t-ese expenses.)

Fay-oll Taxes-Direct: ' . v

= each of the allocable categories, adequate payroll taxes have
een included dependxng on.the ratyre of the activity. Cerzain’
rployees are union members-and the related costs are higher. =o-
‘ose enplcyees that are.direct cﬁarges to the develoger
ctivities, a 30% payroll charge has been incluced.

n‘l"’l’bl"fl-‘

CoNTACTS

Sacurity:

fach of the cevelcger's lactivities, as well as the leasehold
interests will derive berefits by having a full-time security"
service on the property. It can also be stated that -the degree of
this security will vary dependirng on the various time periods
(i.e. security during the period frcm 10:00 p.m. to 10:00 a.m.
will primarily Ltenefit the leasehold -and promenade units, as other
aztivities will ke dormant.) Based on a higher degree.-of usage
f=r the cdevelozers activities during working hours and the club
c¢iring high usage hours, the following table has been used-as a
Easis for allocat ca of the total costs:

Total =Hours Pfer Cay 152 Hours

Leasehold Interest &
trocenade. Units Harina Club Retail Gre

10:00 a.m. to :
19:00 p.m. 68% - 53 15% 5% 2%

19:00 p.m. to o |
10:00 a.m. 85% . lod 61 2% 2%
verage Usage 76.5% 7.5%  10.5% 3.5% 2%

The benefits derived by the marina are limited to a roving guard
cn the walkway, and it is not assumed that direct security is
provided to the marina. Any additional security will be provided
Ey the developer or service currently provided by the county.



T-e 76.5% allccaticn between the leasehold interest and promenade
u-izs are 86.6% and 1).4% respectively. (See speci¥fit Aggregate
Maintenance Expensé Sudget for assumptions regarding these
excenses.) :

valet Parking-Allocable:

The final budget for valet parking is dependent on several
develcper considerations and as such i{s subject to moditfication.
T~e existing leasehold budget presumes adequate valet parkers to
saervice the leasehold residents and retail outlets only. It will
Lte recessary to increase the budget amount to provide adequate

sverage for ‘club members. Based on disclUssions with management
a~d existing staffing, it is assumed that one additional employee
will te reguired during club hours or 16 hcurs a day. -With tha
imzrease in hours, the following assunptions are made based on'the
various snifts in a day:

Tztal Leasehold Interest ' ‘
Eours Prcaenade Units Club Retail

.8:00 a.m.-4:00 p.m. 24 SRR 62% 5%
4:00 p.m.-12:00 a.n. 24 50% 50% 0%
12:00 a.m.-3:00 p.a. 8  1lo00% 0% 0%
A.‘.e:mg’rcentgge{~ 49..85* . 48.00* . 2.14*

Thal48.7 37dTlocation between the leasehold and promenade units is
86.6% afd 1).4% rescectively. (See specific Aggregate Mainterance
Ixzense 3udjet f3or assunztions regarding these exgenses.)

A\l
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Telezhzsne-Allocaz

Assume the same allocations as made under the category "Telephone
Cserators.”

Larndscaoina-Allocable:

The appearance of the landscape will benefit all of the activities
0Z the developer and leasehold interest., The.najority of the
landscaping which benafits-the developer activities is located by
the front gate. and center tower, and it is assumed that these
areas account for 20% of the total cost.. The breakdown of these
ccsts are as follows: '

Marina 2%
Club 14%
Ret: il 2%) 4_
Grog Shop 2%

The remaining remaining 80% is allocated between the leasehold and

promenade units, 86.6% and 13.4% respectively. (See specific
Acgregate Maintenance Expense Budget for assumptions regarding
thiese expenses.)
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Elevators—Allzcacle:

Tre existing contrac: or purchase o;der pTOVides_foQépptoximately
$115,000 based on the existing.condition of the equipment.
Although the develcper plans to upgrade the elevato;s, the
existing amount is retained for budget purposes. Hith the
exception of the elevators in the center tower which sérvice the
club facility, all other elevators are a direct cost of the
leasehold. There are a total of 24 elevators, divided as follecws:

Club : S Elevators 20.813%
Leasehold Interest - 14 Elevators 58.33%
promenade Ciits S Elevators 20.84%

While the elevators are electric and hydraulic, it is assuzed tha:z
they are egual for turgcses of maintenance, and the applicable

percentages are utilized. (See specific Aggregate Maintenance
Exc-ense Budget ZIcor assumpticns regarding these expenses.)

O-%er Contrachs-Allccable:

These contracts relate to minor contracts for security and fire
alarm systeas, window cleaning and service contracts. .Allowirng
for ¢ertain allocation of contracts, the follcwing assumptions are
made: , .

Leasehold Interest goy -
Promenade Uni: . 13%
Club 5%
Retail 2%

(See srecific Aggresate Maintenance Expense Sudget for assunmgtics
regarding.these exgenses.) :

HAINTEMANCE

This category which is listed in the leasehold budget, relates to
various maintenance and miscellaneous other costs designed to
benefit the leasehold interest. It is possible that other
developer activities may encounter similar costs and, in facg,
there may be a question as to the responsibility for. such costs.
It is intented each entity handle the payment for such costs
separately. These. categories are summarized as follows:

Uniforms:
Management for the leasehold units may elect to require uniforms

for its employees. Should other developer employees do the same,
the cost would be separate.

The fire extinguishers will be maintained and replaced only in
those areas that are considered leasehold and promenads units.



Ai- Corditioning:

Aithough it may be dlfflCU1t to 1solate responsxb111t1es for
maintenance of heat pumps, exchangers, and the coollng towers, an

aralysis of each cost will be made to determine cost
respon51b111ty

Flevator Extras :

~a- leasehold and orouenade units will be responsxble tor
elevators that service the re51dent1al units only

Cleaning Supplies:

Cleanin g supplies - will be allccated on the sane basis as the
allccation of custodial employees.

E-uipment Rental, Pain: Su:olies, Windews, Screens;'Landscace
Ex=ras, ‘~Ht Sulbs, Gate Maintenance and Electrical Suoblies:

T-ese costs provide benefits related to developer act1vit1es ard
the leasehold interests. The total cests in these ca:egorxes are
$23,200 and are allocable as follows: ~° A

Marirna 2%
Retail - 6%
Grog Shop 2%> g

Club Facility

The remaining 88% allocation ketween the leasehold interest and
p-ormenade units is. 86.6% and 13.4% respectively. (See specific
Aggregate Maintenance- Expense Budget for- assumptions regarﬂ'-q

these expenses.)

Plunbing Suoolies:

An evaluation of necessary plumbing maintenance will be. made as to
the cause. and nature of the problem to determine responsibility.
The location of the problen should - assist in the determination of
the responsibility ahd the budget allodcation: applxcable to
leasehold and promenade-unzts only.

Security Supplies:

Security supplies will be allocated on the same basis as the
allocation of security guards.
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CDieiTizs

Flectricitv-Allocatle:

Fstimates regarding the allocation of electricity charges betwean
the leasehold and promenade units and all of the other activitjes,
including the club, marina, retail, and Grog Shop have been
difficult due to master metering. A study has just been completed
which indicates that the budget projections for the leasehold and
p—omenade units are substanctially underestimated. While further
analysis is required to understand the allocation of cost, current
estinates of 5840 000 (excluding approx1mately $40,000 OfAcosts
billed to the adjacen“ property where Jonah's is located) are
reasonable. These costs are projected on the following
allocation: ' '

3 Towers (iLeasehold Interest) S 450,000 56.25% '

Prcmenade Units 65,000 8.13%y (3.4

Marina . 25,000 1.12% :

.Retail 10,000 1.25%

Grog Shop 15,000 .1.87%

Club Facility 235,000 29.38%
$800,000

(See specific Aggregate Maintenance Expense Budget for assumptions
regarding these excenses.)

Natural Gas-AllocaZzle:

Natural gas is used to provide heat to the residential units,
although the methcd varies in the different towers and pronmenade
units. Water is heated by electric water heaters and is not
csnsidered in the allocation of natural gas to the leasehold and
promerade units. The total consumption in dollars is apgroxi-
=ately S$130,000 and it is evident from the monthly billings that
the colder months cause the monthly billing to increase. .-
Considering this is the primary time that gas is consumed - -£or
Leat, the excess costs plus a nominal amount of the on-going costs
are assuﬁed to be attributable to heat for the residences and
club. This calculation would result in an approximate-a $45,000
allocation to the individual units. Further assume that if heat
is provided for seven months a year this amount would result in a
monthly charge of approximately $9.00 per unit. (The center and
east towers have electric strip heaters and a master boiler which
only operates when the outside temperature is below 58 degrees.)
Therefore, the following allocations are applicable:
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feaseknld Interest &

pronenade Units $45,000
Club ' 813,000
Retail , 1,000
Grog Shop o © 1,000

. $130,000

3:—::::

_34.6%
63.8%
0.7%
0.7%

The cOSts of $45,G00 *elated to the leasehold intefest and

Py

' premenade ‘units axvs.allocated 86.6% and.13.4% respectively. -

(See

specific Aggrezate "alnuenance Expense Budget regarding these

exs enses )}

Wat er—ll’ccable'

The wazer for the total conplex is on one-neter.

month.

Leasehkold Interest &

Pronenade Units 57,600
Club 16,400
Retail : . 500
Grog Shop ___So00

: $75,000

E3-3-3-3 F F 4

.is assumed
tha. 76.8% of the t5%al cost is attributable to the resxdentlal
units which uould result in approximately a $7 00 chatge per

Gs.ei>

21.81%

o.st:> [,5k'

0.63%

The costs of $57,600 related to the leasehold interest and
promenade units are allocated 86.6% and 11.4% "respectively.
specific Aggregacte Va; tenance- Expense Budget regarding these

excenses.)’ Y

Trash-A locable%

(See

urrent ly, ‘thére are separate trash bins for tﬁe'léasehold énd
prcmenade units-and club facilities. The only further allocation
necessary would be to attr1bute certain costs to the retail and

club which are nominal.. .

Leasehold Interest & - )
Promenade Units $.84,000

Club. . . , 15,000
Retail . . 300
Grog Shop ‘ © ., 700
Marina - : . 5,009
Co ' ' .$105,000
XUEBRIXN W

80.00% .

14.28%:

2.80%

4,76%
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The c2osts of 534,000 related to the leasehold {nterest and
p-omenade units are allocated 86.6% and 13.4% respectively, (See
scecific Aggregate Maintenance Expense Budget regarding these
expenses.)

I~surance-Allocable:

The existirg insurance contract expires during December, 1986 and
t-e develocer is in the process of obtaining quotes for 1987.

Although there can be.no assurances as to the level of premium,
indications are that the insurance coverage as it relates to t\e
leasehold .and promenade units will be between $750,000 to
$1,000,000. S"ec1f1cally, this coverage will provide for properey
ccverage cn the leasehold and promenade units and corresconding
ccnnon areas and adequate lizbility coverage. The develcper will
crovide separate coverage for all other activities, including the
club facility.'

R=2L. :NEVT RISERVES-Allocable

The replacement reserve study has been completed by an lndependent
consultant, Reserve Data Analysis, and is in the final phase of
conmzletion. 1Irdications are that an annual reserve of $367,211
will be required in order to adequately replace and repair .those
capital assets which effect the leasehold and promenade units.
There 'is ro precvision for any assets which relate to the othetr
activities of the facility, including the club facility, marlna,
ratail-and Grog Shop.

" The Replacenent Reserve Study will include certain items, such as

Eoilers and cool'rg towers where both residential units ard other
facilities receive benefit and, therefore, a certain amount of the

reserve will ke borne by the developer.

COV INGINCY

A contingency of ten percent is provided on the estimated total
cost of the'leasehold interest and the promenade units. It is
felt that this contingency will cover all jitems which may not be
considered during the first full year of operation and will be
allocated to common area costs only. None of these cont‘ngehcy ‘
funds will be applied to developer activities. .

RZAL ESTATE TAXES
For purposes of the operating budget, it {s assumed that real

estate taxes will be subdivided by the County Assessor's office
and that the individual leasehold purchasers units and developer:-

. activities will be taxed separately.



