THE STRINGER COMPANY, INC.

TAXPAYER EXHIBIT
B1
MEMORANDUM December 18, 2012
Scott L. Stringer and Irene Stringer
609814, 610020

Date: June 7,2007
To: Tom Merschel
From: Scott Stringer

Re: Agreement for Consulting Services

Tom,

| received your “Agreement for Consulting Services” and was surprised you would send this type of
document to me. As you know, | brought the San Ramon deal to Monterey Development Group to see if
you wanted to be investors and co-developers with me on this project. | have always been a principal in
all of my projects, including those with New Cities Development. If you haven’t already, | would suggest
that you have a conversation with Fred Bates. We both have the same interest to secure our “property
interest” while entitling the property to insure our capital gain position. | will not be executing this
document as it does not accurately reflect my position in the deal.

Sincerely,

Scott

STATE BOARD OF EQUALIZATION
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Subj: MDG Capital investors 2004 Audit
Date: 7/18/2007 2:54:23 P.M. Pacific Daylight Time

From: tbistrian@montereydevelopmentgroup.com

To: ScottL Stringer@aol.com

CC: tmerschel@montereydevelopmentgroup.com
Hi Scott,

I understand that you would rather not sign the consulting agreement due to tax reasons. The purpose of the FTB
auditor’s request is to ascertain that you were not an employee of MDG Capital Investors. I would think just a simple
e-mail stating that fact would work just as well. Would you be so kind and send me something stating that? 1 also
need your tax ID number if your proceeds from the San Ramon transaction were reported on your personal taxes. If
not, I have the ID number of The Stringer Company, Inc.

Thank you.

Tama Bistrian
Controller

MONTEREY
TEYRLOPMENT GROUP
775-324-6900
831-658-0395 (x116)
831-642-9179 (fax)
831-901-9310 (mobile)
tbistrian@montereydevelopmentgroup.com

Thursday, July 19, 2007 America Online: ScottLStringer
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SCOTT L. STRINGER

Phone:

Facsimile: SN

scottistringer@aol.com

May 15, 2003

Thomas J. Merschel

Monterey Development Group, LLC
9781 Blue Larkspur Lane
Monterey, Ca. 93940

Re: Cramer Property
Modesto, California

Dear Tom:

I am following up on our recent telephone conversation regarding the Cramer property located in
Modesto, California. As promised, | have enclosed a binder entitled “Business Plan for the Cramer
Property” dated May 8, 2003 for your review. Please review at your earliest convenience and then we
can schedule a meeting or conference call to discuss the project in more detail and address any

questions you may have.

As we discussed, | am offering your company the opportunity to become a co-owner, along with me, by
providing investment capital for this project. We will discuss the amount of capital required subsequent

to your review of the material | have provided.
| look forward to hearing from you after you complete your review.
Best regards,

{ /Cﬁﬁé?f’ o

Scott L. Stringer
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Scott:

To recap our discussion of last week, outlined below will be the 'hand shake" deal terms for you,
Chip and | on San Ramon, Modesto and new deals (which | hope we can do many). The
structure assumes that 50% of any deal profits goes to the "sweat" equity or development side
and 50% goes to the capital provider side:

1. You will receive 1/3 of the "sweat" or development side (50%/3 = 16.67% of the overall deal).

2. You will be given the opportunity, when a deal is initially executed (option, purchase, or
however structured) and an escrow opened with a deposit to receive 1/3 of the capital side
(50%/3 = an additional 16.67% of the overall deal) if you fully participate in the provision of the
required equity (i.e. if deposit = $150K, your portion would be $50K, plus 1/3 of all expenses,
deposits and additional capital requirements when required).

For San Ramon and Modesto your interest is 16.67% of each deal, subject to any dilution as
outlined below in #2 if, for any reason we cannot find a buyer to sell to now and decide to build
out those projects and need to bring in additional capital.

3. If outside, additional equity (private or institutional) is required to fully capitalize the project,
then your share (either 16.67% or 33.3%) will be diluted, just like our share, by the amount
required to be allocated to the equity provider (e.g. if 50% of the profits must be given up to an
investor, then your share would be reduced by 50%, whatever that original position was (e.g. if
16.67%, then 16.67% x 50% = 8.33% or if 33.3%, then 33.3% x 50% = 16.67%)).

4. Chip and | will control the decision as to bringing in any additional equity as we will handle any
and all debt requirements (loans, notes, guarantees, etc.).

5. We will handle the creation of any required legal entities (LLC's, JV's of any type and
structure) to develop the property and the Stringer Company will not be a formal member of the

project entity.

6. There are always deals that do not "fit the box" so to speak, and, as always, the three of us
need to communicate clearly if our "vision" of how a particular deal should work fairly for all is not
being achieved by the standard structure outlined above.

| think that's the gist of our discussion, et me know if I've missed anything and we'll tweak as
needed. And, as we discussed, | think its important for the three of us to get together sometime
this 1st quarter to brainstorm on what type of deals in what markets we want to collectively set as
a priority so that we can fill our pipeline and, hopefully, our pockets.

Tom

t----- Original Message -----

From: Scottl Stringer@aol.com

To: imerschel@montereydevelopmentaroup.com
Sent: Friday, January 16, 2004 9:56 AM
Subject: (no subject)

Tom:

Good luck in your meetings today with Lyon and Meritage. Now that we are considering selling
Modesto or San Ramon instead of building, | thought this would be the appropriate time to revisit



.

our financial relationship. As we have previously discussed, we are using the same partnership
arrangement that | had with New Cities. In our previous discussions we have not fully discussed
the exact workings of that deal. | know we talked about the "12 1/2%" deal, but that deesn't fully
explain the arrangement.

My deal with New Cities is to receive 25% of what Fred, L.ee and Tom received on the developer
side. If a financial partner was brought into the deal, all of our percentages would decrease
accordingly with the financial partner taking their share. Typically this would be a 50% share to
the financial partner, reducing our share to §0% from 100%. Accordingly, this would reduce my
share from 25% to 12.5%. If a financial partner takes less than 50% our shares are adjusted
accordingly. An example of this would be the St. John's deal where | received 15%. In a land flip
with no financial partner their is no dilution. An example of this would be the Tracy deal where |
received 25%.

Applying this to our relationship, | would receive 25% of what you and Chip would receive. If we
have to bring in a financial partner, then the percentages are adjusted as discussed above.
When you and | discussed this on the telephone, 1 assumed we were going to build these
projects and that you had stated a financial partner was necessary. If this occurred, the result
would probably be a 12 1/2% share, but each deal is a little different.

| wanted to bring this to your attention now given the possibility of us flipping one or both of the
projects. This isn't different from our earlier discussions, it's just that we never fully discussed the
mechanics as I've outlined above.

Call me to discuss.

Scott



G. Scott HAISLET
ATTORNEY AT LAW
986 MORAGA ROAD «~ LAFAYETTE, CA 94549
TELEPHONE (925) 283-1031
FACSIMILE (925) 283-3850
Email: scott@goscott.com

December 17, 2012

Chief, Board Proceedings Division
State Board of Equalization

Attn: John Johnson

450 N Street, MIC:81

Sacramento, CA 95814

john.johnson{@boe.ca.gov

RE: Appeal of Scott L. & Irene Stringer
Appeal Case ID No. 609814
Hearing Date: December 18,2012

Dear Mr. Johnson:
I represent the taxpayer in the captioned case.

[ write in response to a fax that | received on behalf of taxpayer in the captioned case, fax
from David Gemmingen, Esq., Tax Counsel IV. Franchise Tax Board (FTB), fax dated
December 11, 2012, 10 Board of Equalization (BOE).

Notwithstanding the request of Board of Equalization for information, taxpayer objects to
the accompaniment given to the BOE in Mr. Gemmingen's fax, together with FTB's
rationale, on the grounds that they are irrelevant. non-dispositive, and unreasonably
prejudicial on the instant case, for the following reasons:

First, "agreement for consulting services" relates to a property in Contra Costa County
that has nothing to do with the property interest the taxpayer exchanged in the instant
controversy. [t is reasonable that parties dealing with each other on two different
transactions can structure or document their relationships in the two different transactions
in two different ways. There appears to be no connection between the Contra Costa
County property under the "agreement for consulting services” and the property in the
instant case. Thus. the Contra Costa County property arrangement between Monterey
Development Group and taxpayer cannot be dispositive in any way on the instant
transaction.

Further, the Contra Costa County property arrangement proposed a principal-agent
arrangement (Stringer as agent of Monterey Development Group). Stringer never
contemplated such an arrangement. As reflected in the (ratified) agreements between
Stringer and Monterey Development Group, Stringer remained a principal with a specific
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Chief, Board Proceedings Division
State Board of Equalization

Attn: John Jehnson

December 17,2012

Page 2 of 3

RE: Appeal of Scott L. & Irene Stringer
Appeal Case ID No. 609814
Hearing Date: December 18, 2012

property interest. This is supported in the fact that Stringer never signed the "agreement
for consulting services". It was merely a proposal by Monterey Development Group.

Taxpayer (Stringer) would not have entered into such an agreement. Taxpayer (Stringer)
is able to testify that he would not have entered into a principal-agent services
agreement, Taxpayer would never have entered into such an arrangement that would
have him relinquishing all property rights. Taxpayer instead agreed to an arrangement
with Monterey Development Group that left taxpayer with an interest in real property.
Taxpayer is able to testify that he entered into an agreement with Monterey Development
Group under which taxpayer (Stringer) retained a property interest.

Taxpayer (Stringer) did not receive compensation as Franchise Tax Board asserts.
Taxpayer relinquished his interest in the subject property (Modesto) as part of a non-
simultaneous exchange under section 1031.

Franchise Tax Board's principal argument in this case is that taxpayer received $3 million
in taxable compensation. Now, with this late disclosure, it appears that the Franchise Tax
Board is basing its case on a purporied written consulting arrangement that was (1) never
ratified, and (2) related to a property other than the 1031 relinquished property.

Second, the "IRS Form 6252" for 2004 and 2005 of Monterey Development Group
concerning the reported (purported) "installment sale” of the "Modesto Contact” cannot
be dispositive on the characterization of the taxpayer's report and claim for section 1031
exchange treatment. Absent judicial determination that in fact the Monterey
Development Group correctly reported an installment sale of the "Modesto Contact”, it is
not appropriate for the FTB to determine arbitrarily that the Monterey Development
Group's characterization is correct and thereby find taxpayer's tax treatment (1031
exchange) incorrect. In other words. just because FTB said Monterey's tax treatment was
correct does not mean it was in fact correct.

Third, please note that such information (the accompaniments to Mr. Gemmingen's letter)
was only given to taxpayer by fax on 12/11/12, and was not disclosed previously.
certainly a somewhat surprising disclosure at this late date. Not only is taxpayer highly
prejudiced based on the lateness of these disclosures, but obviously taxpayer will not
have an opportunity to conduct any reasonable or meaningful discovery (e.g., obtain and
evaluate F1'B's audit lile concerning Monterey Development Group's tax returns for 2004
and 2005) prior to the BOE hearing scheduled just seven days after these disclosures.
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Chief, Board Proceedings Division
State Board of Equalization

Attn: John Johnson

December 17, 2012

Page3 of 3

RE: Appeal of Scott L. & Irene Stringer

Appeal Case 1D No. 609814
Hearing Date: December 18, 2012

Taxpayer requests that BOE view these FTB submissions in light of the foregoing
taxpayer objections.

Thank you for your consideration.

Vef;\gmly yours,

. Scott Haislet

cc:

David Gemmingen, Esq., Franchise Tax Board, david.gemmingen@fib.ca.gov
Ms. Jenna Mayfield, Board of Equalization — jenna.mayfieldi@boe.ca.gov
Anthony Epolite, Esq., Board of Equalization — Anthony.epolite@boe.ca.gov
Scott Stringer, taxpayer
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STATE OF CALIFORNIA

FRANCHISE TAX BOARD -
Legal Division
- B:“ ot 957411720 i
Fancho Gardore, GA - Date: W ff, Loz
FACSIMILE TRANSMITTAL COVER SHEET
CONFIDENTIALITY NOTE: ! '

|
This telscopy may contain confidential and/or legally privileged information end is intended only for the use of the
individual or entity to whom it s addressed. If you are not the ntended recipient, the employee, or agent responsible
for delivering this telecopy to the intended recipient, be advised that any copying, dissemination, distribution,
unauthorized inspection, or disclosure of information from this telecopy Is prohibited. Persons disciosing confidential
information are subject to penallies under applicable laws. |

If you have received this telecopy in eror, please notify the sender immediately by telephone and mef the entire
faosimile message back to us al the address listed above.

t

Please deliver the following page(s) ,

t
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Number of pages FAXED: {0  (includes this page) ; Hard copy: [ will follow
: B will not folow

Pletse  cee pftnched 75?*(4;7/5" Aeats e DAL

1
‘

Comments:

FT8 7091 (REV 08-1909)



DEC-11-2012 14:13 P.a2

ua:auohncmmt | member Jerome E. Horton | memow Ana J. Matosantos

*CegalDiviion MS 4260 !

PO Box 1720

Rancho Cordova CA 95741-1720 .

tel: 916.845.3480 fax: 916.843.6044 !

fib.ca.gov !

Date: 12,11.12 . Case: 4310396893283543
| Case Unit: 4310396893283546
. Inreply referto  410:0TG

TO: CHIEF, BOARD PROCEEDINGS DIVISION !

STATE BOARD OF EQUALIZATION '

450 N STREET, MIC: 81
SACRAMENTO, CA 95814

FROM:  DAVID GEMMINGEN

RE: Appeal of Scott L. & Irene Stringer ;
Appeal Case ID No. 609814 .

MEMORANDUM

The above entitied appeal is scheduled for.oral hearing on Tuesday December 18, 2012.
Attached for your Board's reference are items that transactionally pertain to the
assessment of commission income to appsliant Scott Stringer. Your Board recently
asked for information concerning the lntemal Revenue Service’s review of Mr. Stringer's
2004 and 2005 tax years. !

Respondent's audit of Mr. Stringer was prompted by an sudit of a taxpayer other than
Mr. Stringer, and considered documentatian, such as the attached 8/2/04 Agreement
for Consulting Services between appellant Scott Stringer and Monterey Development
Group, LLC, (MDG) which aiso had a 16% commission of net profits to Mr. Stringer in
return for his services to MDG, as well as a MDG's Forms 6252 for tax years 2004 and
2005 reporting the sale of the Modesto property contracts to its affiliated entity, MDG
Capital Investors, Inc., for a total price of $1B,000 000. Appellants' representative's
office on December 7, 2012, at 12:34 pm emailed various documents to your Board and
respondent, one of which was a .pdf file entitied MDG Asset Purchase Agreement, which
listed MDG as the sole seller of the Cramer and Rowe contracts for $18,000,000 total
consideration. The attached Forms 6252 pertain to that sale, with MDG reporting the
full amount realized for 100% interest in both the Cramer and Rowe contracts.

s
+

T
1
i

Tax Counsel IV

cc:.  Scott Haistet

J

i

|
FTB 2140 PASS (REVOT7.2011)  Appesis /Correspondence / Consultsub
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Wws #2 9/2/04°

]

AGREEMENT FOR CONSULTING SERVICES

C/,.,-.;\L». J“MMCUV(/_ { 6{' "\5‘«/‘

This Agreement for Consﬁ;un.g Setvices (“this Agreement”) is made and emered
into es of September 9, 2005 between MONTEREY DEVELOPMENT GROUP, LLC,
California limited Liability company ("Client”) anid SCOTT STRINGER (“Consuitans”) far the
purposcs and upon the terms and conditions hercinafier set forth.

]

RECIT:

i

: - A. Client has negotiated and entered inw a written contract (the
“Contract”) with VIRTUOSO DEVELOPMENT!COMPANY, LLC, a California limited
liability company (“Virtuoso™). The Contract corhprises the three following written agreemenns:
(i) the agreement entitled Purchase and Sale Agrekment and Joint Escrow [nstructions dated as
of June 5, 2003, (ii) the first amendment thereto entitied First Amendment (0 Purchase and Sale
Agreement and Joint Escrow Instructions dated as of June-3, 2003 and (ji1) the second
amendrment thereto eatitied Second Amendmenr 1o l}‘urchasc and Sale Agreement and Joiru
Escrow Instructions dated s of June 3,2003. The Contract.both catities and obligates Client o
purchase approximately 6.14 acres of lend (the “Property”) located in the City of San Ramon
(the “City™), County of Contra Costa, State of California. Client anticipates that Client will
acquire the Propenty pursuznt to the Contract and then will hold the Property for mvesumeat and
in due course Client or & successor in interest to Client will sell the Property to a third party.

B.  Consultant is familiar with the Property and is also
familir with Jand use and land entitiement mular}ons and procedures in the City.

C.  -Clien! wishes 10 engage Consulmut, pursuant 10 the
provisions of this Agreement, 1o consult with Client and advise Client concesning ways and

meaus to realize Client’s goals with respect 10 the Property.

D. Consultant is willing. pursuant to the provisions of
this Agreement, to accept the engagerent which Client has proposed, as said engagement is
described in this Agreement.

GREEMENTS

NOW, THEREFORE, in considergtion of the Recitals and the mutual covenants herein,
the sufficiency of which Client and Consultant cach acknowledge, Client und Consuhant hereby
agree as follows. g

wng 1l

! _ X ) fome
| y OO e



DEC-11-2012 14:13

1. Term of this Agrecment. Thc term of this Ageeement,
and the responsibilities, Tights and obligations of the parties hereunder, shall commence as of the
date of this Agreement, and shall terminate upon thc sale of the Property to a third party which is
not an uffiliate of ClienL. :

2. Scopeof Engagement. Cobsultant shall provide its services to
Client 2t any time and from time to Ume ducing the 1erm of this Agreement promptly following
the
tequest for specific services from Clieat. Ifany: scjrvnces which Client shall request are not clear
10
Consultant, Consultant shall ;mmedmtelv confer vmh Clieat for the purpose of clarifymg,
articulating and enumerating the tasks which the pnruculm service request encompasses. If
Client )
requests, Consultant shall promptly provide & written memorandum to Client which (a)
summarizes the tasks which bave been requested (and, if a conference occurs, subsequently
clarified) and (b) sets forth a schedule for the sequence in which the tasks will be undertaken
including rcasonable estimates of the time frame for compieting each task. To the extent
completion of any task requires information from f pr panticipation by Client, Consuhant shall
refer ,
to such needs in the written memorandum. !
3. “Limitations. Consultant shall make no statements or
representations-on behalf of Client to any person whomso-:ver (including, without limitation,
Virwoso, other property owners in the City, poteuual purchasers of property in the City and/or
the County of Contra Costa, potential lenders, and/or goveramental officials) unless Consultant
has first obtained the written assent of Client to each such staternent or representation.
Authorization for ane statement or representation shall not constitute authorization for any
subsequent starement or representation, even to the person or entity to whom tbe original
siatement or representation was addressed. Consultant shall have no authority to hire otber
consujtants (such as civil cngineers, soils engineets, architects, appraisers, lawyers, and
accountents) or Yo contact real estate brokers.or real estate salesmen or other persons interested in
the Property unless Client has expressly zuthorized Consultant in wriring 30 to acl. Consulant
hereby expressly acknowjedges that Consuliant is'not and shall not.act as Cliont's ageat or
representative and shall, if necessary to make his status ciear t any third paty, explicitly
disavow in writing that he is ao agent or rcprescnumvc of Client and take any other actions
reasonably necessary 10 negate any impression tha( he is authorized 1o act on behalf of Client,

: 4, Consultant’s Compensafibn. In consideration for the
willingness of Consulrent to enter into this Agrezment and to provide the services of Consultant
bersunder, Client shall pny Consultant a fee equal to Sixteen and One Third Percent (16.333%)
of the pet profits which Clicat realizes from the séle of the Property to an unsffiliated third
party.. Payment shall not be due until such time ds Client has fully liquidated Client's entire
interest in the Property but shall be made within a'reasoneble time (not 1o exceed nivety days)
thereafier. For purposes of this Section 4, “Ciieart’s interes! in the Property™ shall be understood

wws i1 |
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0 refer both 1o any direct ownership in the Property which Client may obtain as well es to any
ownership interest which Client may-hold ip any eatity (such es a limited liobility company) or
entities which, concurreatly or sequentially, may owp & dircct ownership interest in the Property.
As used bereig “net profits™ shall mean the revenue which Clicat may obtain from disposition of
the Property reduced by all costs which Client shall have incurred in connection with the
Property (mcludmg. without limitation: the cost of acqumnv the Property; closing cherges and
prorations churged to Client and/or any affiliate of Client at the closing for the sale.of the
Property 10 an unaffiliated third party; all fees and.charges in connection with applying for and
processing entitlements for the Property; all associbted professional fees for engineers, architects,
environmentsa!l-and other consultants, attorneys, appraisers, accountants, efc.; & general and
administrative fee equal four percent (4%) of the gross selling price; and a commission cqud] to
four percent (4%) of the gross selling price payable by the unaffillated third pasty which buyes
the Property. -

5. Expenses. Consultant shallibe exclusively responsible
for, and Clieru shall have not liability whatsoever for, any out-of-pocket expenses or other
expenses which Consultant may incur in coancctmn with performing Consultant’s services under

this Agreement. ;
6. Status of Parties. Consultgnt is.an independent

contrector and is neither the agent nor an employee of Client. Consultant shal) have no power or

right to make any decistons, incur any obligations or enter into any agreements on behalf of

Client Cliept and Copsultant iotend this Agrcemcm 1o be an independent contract. They

disavow any mtention to enterinto hereby any paxmcrshxp. joimt veature-or any other form of

common enterprise, ;

7. Confidentiglity. To assure that Consultant shell
mauntain confidentiality with respect to business done pursuant to this Agreement and with
Fespect 10 information about the affairs of Client which Consultant may obtain in the course of
fulfilling his obligatioas hereunder, Consultant, ugon the request of Client, shall exccute and
deliver 1o Client 3 confidentality sgreement subsmnnam in the form of Exhibit A hexet.

s Indemnity. Censultent sha!! indemnify, defend and
hold Client harmless against any and all Claims (as said term “Claims” is hereinafter defined)
with Jegal counsc] (should legal representation be -rcqmrcd) seasonably scceptable to Client, 2l at
Consultant's sole and exclusive cost and expense. As used herein the term “Claims” shall mean
any and all claums, liabilies, losses, dameges and/or costs which Client shall incur or suffer as o
result of; entering into this Agreement with Consultant; the actions and/or omissions of
Consultant in the course of performing services uader this Agreement or otherwise in connection
with this Agreement, aud/or Consultant's rclationship with Clieat hereunder.  The obligations of
Consultant under this Section shall survive the expiration ar sooner termingtion of this

Agreement, X

9. Notices. All notices required bersunder shall be in writing and shall
be delivered by personal delivery, commereial courier. by facsimile transmission (provided that
1

3

wis ¥l
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i

seceipt is confirmed by telephone ar otherwise), or by mailing such notice by first class matl,
certified, return receipt requested, postage and fees prepaid, addressed as follows:

To CLIENT: Muouterey Development Group, LLC
Auention: Thomas J. Merschel
9781 Blue Larkspur Lane
Monterey, CA 93?40

To Coasultant: Mr. Scott Stringer X
[PLEASE SUPPLY, ADDRESS)

or to such other address as either party may dcsxgnaxe by written notice to the other. All notices
shall be deemed delivered upon actual receipt or refusal of delivery..

10,  Miscellaneous Provisions. |
(a) Governing Law; Amcn‘pment; Construction. This Aﬁre:menl shall

e copstrued, interpreted and enforoed in accordance with the laws of the State of California
Any modification of thisy Agreement must be in writing and signed by both Client and
Consultant This Agreement roemorializes the ag{eements reached after arms length bargaining
between Consultant and Client; the parties and thejr counse] have reviewed it fully and it shall be
deemed jointly drafted.  Words, phrases, and all provisions hereof shall, except as specifically
defined bereir, be interpreted in accordance with tijeir ardinary meanings. All personal propouns
used in this Agreement shall include the other genders. The singular shall include the plursl, and
the plural the singular, whenever and as often as may be appropriatc. The captions and headings
i this Agreement are for convenience only, are not part of the substantive provisions of this
Agreement, and do pot in axy way limit or amphfv ithe provisions hereof

(b) Entire Agreemem. 'I'.l‘.hs Agreement (together with apy Schedules

And Exhibits hereto) constitutes the sole and entire agreement between Consultant and Client
concerning the Property and superscdes any and all prior oral or written agresments or
undersiandings between them pertaining w the trunsactions contemplated berein.  No
representations, warranties or inducements, c,xpresé or unplied, have beecn made by either pnny to
the other, except 2s set forth herein. )

i

(c) Partial Invalidity. [fs court of competent jurisdiction shall hold thar

eny provision of this Agreemeni 15 invalid or unénforceable, the remainder of this Agreement
shall continue in full force and effect and shall in go way be impaired or invalidated. The partics
shall, however, substitute for the provision held to'be invalid or unenforceable & provision which
is valid and enforceable which approximates as closcly 23 possible the commercial and economic
intent of the stricken provision. ' .

i

(d) Attorney’s Fees. Each party shall be separately responsible for any

277 Y Son
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attorney’s fees it may incur in connection with the [negotiation and preparation of this Agreement.
any Exhibits hercto and any other instruments orl documnents memioned herein. If there is any
legal actio or proceeding between Consultant jand Client to enforce any provision of this
Agreement or to protect or establish any sight or rémedy of either party hereunder, the prevailing
party shall be eatitled to all its costs and Rpm}i including attorney’s fees and expert witness
fees, incurred in connection with such action and in any appeal therefrons.

i

(¢) Successors and Assignd. The provisions of this Agreement shall .
t

survive the Closing. The provisions of this A reemeat shall inure 1o the beacfit of and bind
Consultant aad Client and their respective successors.and assigns. The obligations of Consultant
under this Agreement are personal and nou-transferable in light of Consaltant’s familisrity with
the Property .and the confidence which Client places in Consultent us a result of Client’s long-
standing relationship with Consultant, and sccordingly Consultant shall bave no right to assign
Consultant’s rights under this Agreement, including, without limitation, the right to receive the
Consultant Payment, without the prior written gonsent of Client, which Client may grant or
withbold in Client’s ubsolute discretion. ?

{f) Further Documents. ﬁ:u any time and from time to time during the

term of this Agreement as well as following thiclosing of the sale of the Property to & third
party, cach party, at the expense of the requesting party. shall execute and deliver (and
acknowledge before a aotery public where necessary) such instruments of transfer and such other
documenty as the other party may reasonably request or as arc necessary (o carry out and give
effest to the purposes and intent of this Agrccmc«n?

H .
(g) Counterparts. This Agrecmcm may be executed in unc or more
i

counterparts, cach of which shall be a fully biﬁding and enforceable contract and agreement
agsinst the party signing such counterpart, but all;' such countesparts shall together constitute but

one agreement. |

(h) No Memorandum of ﬂ::is Agrecment. Neither Client nor Consualtam

‘shall cause or permit the recordation of this Agrec}nmp

11. Client’s Cooperation, Cli::m shall cooperate with.
Consultant at such reasonable times as Consultant may request where Consultant deems such
cooperation necessary or usefal in the fulfillment of the tasks which Client has asked Consultant
to undertake pursuant 1o this Agreement. To that &nd Client shall make gppropriate personnel
ressonably avallable to Consultant, and shall fum#sb Consultant with such documentary
informatiou in Client’s possession or control may [Consultam may reasonzbly request, for
purposes of enabling Consultant to obtair; informdiion which Consultant deems necessary in the
course of its services. !

|
|
i
|
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IN WITNESS WHEREOF, Client and Congultant have executed this Agreement as of the

daie firm ebove ‘written, ;
.‘

CLENT : | |
MONTEREY DEVELOPMENT GROUP, LLC, a Califomia
limited liability company
By:  Norhan Land Company, LLC, a California limited Hability

company, managing member
- |
By. }
'I'hon;as J. Merschel, Managing Member
|
CONSULTANT !
‘ i
|
|
Scott Stringer
wws $1
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e 6252 Instaliment Sale income ove e 1450228
Form
L S 2004
Oepsment of the Treasuey - Uunupanhtomlor horoﬂnrdispouuono! %
intemal Roverns Serwoe
damwia) swown on rENm : identitying asnber
MONTEREY DEVELOPMENT GROUP, LLC |
T Desaription of property > MODESTO CONTRACT _ _ _ __ __| ___ o ___________._..
23 Date scguired (month, osy, yesr) » _ 7/22/03 i bDate 3ok (menth, day, yew) * 11/08/04
3 Was e property sold 1o & related porty (see instructions) sfter May 14 19807 If 'No," siip e 4. . e . Yes No
4 30id to = related marketab 7 [t 1Yes,” compiete Part il It 'No
Wu ' "'m%?“ :;me m%" t?.‘g y.;r: a!t:r m othele. ... ptc ....... D kb e , [ Tves  [[no
Kptdey Gross Prof ontract Price. xemupanwmemotm y.

5 Scum price including mortgages end other dedts. Do not inchude nierest whether staled or unstated . ... ... 5 18,000,000
S o s atonsy et 1o buysr sssmen or fook e prope™ s

7 SubtractiineGtomineS.. ... .., .. e e % ........ 7 18,000,000.

8 Costorotherbssisofpropertysold. . ............ ..., : R I | 16,858,

9 Depreciaton aliowsgorsliowsble .. .. ... ... ....... ... .. P S °

10 Agusted besis, Subtract line 9 from line 8. | 10 16,853.

11 Commissions and other expenses of sale. . .. f e m

12 Income recepture from Form 6797, Pan i (ste mwucuom) I N .

13 AGSINEs 10, 11,800 12, .00 ioe e e T L 16,859,
14 Subbact fine 13 from line $. It zero or less, do not complete the rest 61 this form (see mtrucﬂom) ...... 14 17,983,141.
' 110y roosy osoeaanle ) wove v you manro, 'f’.“.”.?.'. st o you echcedsan [ .
1§ Gross profit. Suotact ine 1Stromline 14 ... ... ... ... b e e, % 17,983,141,
17 Subtract kine 13 trom line €. If zero or less, enter 0-... .. . ... a ............... e 17 0.
18 Contract price. Add line 7 and line 17 ... . e s | RO T 3 18,000, 000.

nstaliment Sale income. Comflcto this part for the yeqr of sale -ne any year you receive § payment of have cerisn gebts

you must reat 83 o paymen: on instaliment cbligsations,

19 Gross profit parcentage. Divide line 16 by line 18, For years after the fnar of sale, tee matructions. . ,..... 19 0.99891
20 If this is the year of sals, enter the amount from line 17. Otherwise, e?wr N« 20 0.
21 Paymenis received during year (see instructions). Do not include Inmest. whether stated or mstotad ........ 21 1,400,000,
22 ASOINES 20 @A 2l . . L. . e e e e e P |22 1.400,000.
23 Paymerns received in prior years (ses instructions). Do nﬂ nctudc lnfupst { {

whetherstatedor unstated. . ... ... ... ... oo s baeaeeaa 23
24 Instaliment gale income. Multiply line 22 by iine 19.... ... .. ‘ ............................ .28 1,398,740,
25 Enwmpmonmmmmorwymomemmcrccapmrulos(senrmrucuans) e el | 2B —_—
25 Sublract tine 25 rom line 24, Enter hers end on Scheduls O or Form 8797 (e inalructons), ......... ... 26 1,398,740.

Related Party Installment Sale incoms. Donotcoja__fﬂ You received he tinal payment Tis tax year.
Z1 Name, aodress, end taxpaye? jaentifying number of relsted party

28 Did the related party resell or dispose of the properly FJ:'&G"W" otjuon?) during tis tax year? ... ... - .. .. LiYes | N0
23 I ine answer io question 28 is 'Y cunphulmwwwbdwmmmonmwwnocondﬂmmma
Cbxlsﬁnhoxthsl:pphn. i i

The second disposition was more than 2 years atter the first di siﬁon(mvrwacposmonsor
mwhetable secur:ties). If this box is checked, enter the date of di tion (month, day, year). ... .......... »

The first disposition was a saie oF exchange of stock to he issuing corporation.
The second disposition was an involunitary conversion and e Treat of conversion ocourred afier Tie first disposition.
The second disposition occurred afier he ceath of the onginal a‘u or buyer.

It cen be established to the satistaction of the Irternal Rwonug.igrvicc that tax avokiance was not 3 principsl
purpose for sither of the cispositions. It tus box is oheoked, » an sxpianation (see instructions).
Selling price of property sold by relatad perty (see instructions). . I e e e e
Emter convact price from line 18 for yeor of firstsale .. ... ... ... .. ; e e e e
Enter hesmallerof ine 30oriime 3. .. ...... ... . L. e e e
\owplymmurwciwdbyhcmcoiyoerZONtuycv(uﬂm!m;ﬁons).,.‘..,‘ Ce e
Subtract fine 33 from line 32, If Zero or jess, enter 0., . T e e e e
Muttiply line 34 by the gross profit percentage on iine 19 for yuf oH lc ................
Enter the part of iine 35 ot ia ordinary iIncome under the recaphure riies (S0 instructions) . ..
Subtract line 36 from line 35, Enter hers and on Scnedule D or Forrn K787 (see instructions), .. ... ...... .
BAA For Paperwork Reduction Act Notice, see separatu instructions. | Form 8252 (2004)
ronson Iim
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m OMB No 16460728
rom 6252 instaliment Si}lo Income
Use .:"Amfl:'toyo: mormhirdlspomioaol 2005
- 8] orm [ 2 4 [ ]
Daparkngod o o Tresmry S roperty on the imstafimertt method. At
Hame{s) shown en rekam ) [rvrsry——

- — - - B —— - W T - — - W - o W W e e e W

24 Dote acquired (month, cay, yea) > 1/22/03 r bDate 30id (month, doy, year) > 11/08/04
S Wasbep(@pﬂiyso!dlonuitt#ﬁ%(mmueﬁons)a?tﬂMlyl* 19807 IF'No skip lined . .. ... .. ..... Yes No

conmmv Pm ”d'.?:f:'aﬁ“ “u?’.%mm mz? mé’:f..c W‘u Pmlll lt‘No ............. !"lm HNO

m Gross Profit and Contract Price. Compiets this pest for the year of sale onty.

5 Seling price including morigages end other debts. Do not include intefest whether stated or unstated . ... | 8

6 m{ m‘ﬁn%r h-bimin the buyer amcdw\ookme !::opnrly e

7 SubbectiineStromline S . o e e t 7

] Cworomtrbasascfprmmwm .......................... | D 8

9 Depreciation siiowed of BIOWRDIE. ... .. ....... ...... U I 9

10 Adjusted basis. Subtsctine 9tromine 8. .. . . ... .. ... .. .:.. 10

11 Commissions and other expenses of sale, .. ... ... coeabs n

12 Income recapture from Form 4737, Pert i (see mstructions) . . . [ 12

13 Addlnes 10,11, @n012.... . ... Lot s e e e 13

14 Subtactline 13 from fine 5, If zero or (ess, donolcomplctemfts‘qmcslonn(utmmuons) e 18

15 It the property gesCribec on line 1 above was your main home, erter ¢ 3MOUNt 0f Your exchudes gam

(see instructions). Otherwise, enter -0- ... ... . ... ... ... . ... } ................................ 15

16 Gross profit. Subtractline 1Stfromine 1§ . . ... ..., ... ... | S e e e 16

1?7 Swnctwnbmﬁms It zero or legy, enter 0. ..., . ... .. } TR DO I ¥ 4

18 Contract Addline 7andline 17 .. . ) 5 13
m mlﬁkn:gtl z?p:msmmmmwmya?mmadmy”u you rcccwupaymm or have certain debts.
18 Gross profit psrcertage. Divice line 15 by line 18, For years sfter the Ycar of sale, see nstructions. . . ....... 19 0.9991
20 it this is the yesr of sale, enter e amount from fine 17. OMerwise, etter <0 .......... ..... ... ........ -] 0,
21 Psyments received Guring year (see instructions). Do not include ;nmm, mothcr smauor unstam ........ 4 16,260,807,
2 Addlines208nd2).. ... .. ... ... e e e L | 22 16,260,807.
B Satad o uneiatag, s (s0@ Instuctons). Do ,@f’?’f’”’?’f‘f'.’ftu., izs ’ 1,400, 000.

24 instaliment sale income. Muttiply line ZZoyline 12.... .... . ... I ................................ 24 16,246,172,
25 Emormpanotnnozttmus«marymemmhuccapue es(mhstmcbom) ...... Y - 1

26 Subtract fine 26 rom line 24. Enter here snd on Scheduls D or Form 8767 (ses instructions). ................ 26 16,246,172.
E Related P g_r_lylnst;llmnl Sale Income. Do not compiete If you received the finaj nayrmnt tnis tax yesr.

- —— M B P e W - - e . W W S WS e e e

28 Dtd thc rcmoc party ressll or dnspou o! the property (‘second disposition) aunng Mis tex year? . .. ... ........ DY:&

2% iithe snswerto on 28 is “Yes,’ com, jtnes 30 th 37 uniess of the follow oondih L
ol qu-:ip' plete rough oney ing OnNS i Me

a DThe second gisposition was more then 2 years afler Mg first other tnan aispositions of
marketable securities), If this box is checked, enter the date of & ﬁén {month, day, year)......... ..... »

The first cisposition was a sale or exchange o1 stock 10 e ¢ cOrpor ation.
Tne second disposition was an INvoiuniary conversion and the thryat of conversion occurred alter the first disposition.
The second disposition occurred atter the dest of tre original sajer or buyer,

it can be established to the satistaction of the Internal Kevenue Skrvice that tax avoidance was not @ principel
purpose for either of the dispositions. If this box is checked, 8! nacf\ an explanaton (ses Instructions),

S aan o

30 Setling price of properly 30i0 by reisted party (see instructions). ..... feo v e e, 0
31 Enter contract price from line 18 for yewr of firsisaie . ... .. . . ] ................................... 1]
k<4 Enurmo:nuuoroh'msoonms‘; .................................... e . 2
53 13
3 RED
L ]
3% 36
¥ 37
BAA For?mRmAﬂNmm.mupzmmm ’ Form 6252 (200%)

FORIoN, femscs

PR

TOTAL P.18





