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Objective
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most comprehensive data and divided the Counth@pntost efficiently.

Assumptions and Limiting Conditions

The following are assumptions and limiting condigdor this report:
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. Author has no responsibility for legal opinionsimterpretations.

Information and data from internet databases alieveel reliable and assumed correct,
but not guaranteed. Data was obtained from atyavpieinternet sources and no physical

counts were conducted as a part of this study.

Any data that was not immediately available prordptee use of educated assumptions.
When these assumptions were made, proper ratiorzsaised (see footnotes and lists of

assumptions).

Author has not knowingly withheld any significanfoarmation from this report.
Author personally prepared this report.

Author has no present or contemplated future istarethe results of this report.

To the best of the Author’'s knowledge and belib§é statements contained in the report

are accurate and true.

Author conducted this report in accordance withsgbepe of work requirements.
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Executive Summary

Recent periodicals indicate that housing sales pricdes are increasing, foreclosures are
increasing, unemployment is increasing, and thelbmurof building permits is decreasing. In a
market with so many variables influencing housimggs, it can be difficult to predict future

trends.

A ZIP code survey of over 85 ZIP codes in San Di€ganty was conducted. ZIP codes with at
least 500 homes within its boundaries were selecBata was collected on all 85 ZIP codes for
over 100 different variables. For the purposeto$ study, 39 variables were chosen to be

further analyzed based on their potential relevaadeusing prices.

Out of 39 of these variables, household income desrmined to be the greatest predictor of
future housing price based on statistical corretetithat were calculated. This means that recent
increases in unemployment and income reductions lmag a greater impact on housing price
than many analysts are anticipating. Crime rigksand vacancy rates were found to have no

correlation with housing price and should not beduas predictors of housing price.

The survey also analyzed the year to date mediae divided by the 2000 US Census median
price. This ratio shows a median increase in Sagd home values of approximately 44
percent over the last nine years. The areas that &till recognized significant gains over that
period (price has approximately doubled) are theenadfluent areas in the County, whereas
many less affluent areas have recognized losses &000. Given the wide disparity of price
change, gains may be expected in the less afflueats or losses may be expected in the more

affluent areas.

The survey further analyzed the number of forealesiby region. The less affluent areas appear
to be hit the hardest and vice versa. A BusinesgRAarticle (February 2009) estimates that in
the United States, 5.9 million more foreclosurei aicur over the next four years, which is
approximately six times the number of foreclosutlest occurred in 2006, 2007, and 2008
combined (estimated to be 1 million). Excluding there affluent areas, all homes purchased
after 2002 and before 2009 are more than likelyie@lless then the purchase price. Many of
these homes are foreclosure candidates.



Based on this survey, the best schools in the Goarg within the Rancho Bernardo West,
Rancho Santa Fe, Carmel Valley, and Del Mar comtiasiespectively based on public school
performance test scores. The worst schools ilCthenty are within the Logan Heights, Campo,
Kensington / Normal Heights, San Ysidro, and EsamdEast communities respectively
(Greatschools.net). The lowest crime risk areastlae Carmel Valley, Coronado, Descanso,
Chula Vista Northeast, and Ramona communities otisiedy. The highest crime risk areas are
the Allied Gardens / Del Cerro, Mission Valley, Mien Beach / Pacific Beach, Oceanside

South, and San Carlos communities respectively.

According to this study, the five best areas teestvin San Diego County are southeast Chula
Vista, Bonsall, Encanto, north Oceanside, and MisMalley respectively. The five worst areas

to invest in San Diego County are Rancho SantdEeMar, Coronado, Solana Beach, and La
Jolla respectively. This is based on a calculaetdpresent value (NPV) given three variables
for each community (median price, vacancy rates, @mtal rates). The NPV estimates the
profit on an investment. The median NPV for all B® codes was $18,000, which indicates

that most San Diego County areas are good to bay ihe moment. Consider all aspects of a

property and a community before making a purchiasegh.

Home buying factors are listed within the studyefde purchasing a home, consider other costs
such as improvement, repair, and/or maintenancés,c@soperty taxes, and homeowner’s
association (HOA) and Mello-Roos fees. To estintiageimpact of monthly fees, add $15,000 to
the purchase price of a home for every $100 of mgiiOA, Mello Roos or other monthly fees
(estimate monthly mortgage costs by dividing thie gaice by 140). When deciding between
two properties, keep in mind that most improvememiy increase the value of the property by
50 to 90 percent of the actual improvement cosisit's better to buy the property with the

improvements already in place, instead of the baereeds fixing up.
Introduction

The purpose of this study is to help home buyerkenealucated decisions when buying a home.
This study includes an analysis of the current enagnand housing market in the United States,
the State of California, and in San Diego Courifhis study also alludes to future increases and

decreases in the housing market and the reasons Wy study then analyses 39 variables that
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may influence housing price and determines whictialbées should be used as predictors of
housing price. In order to determine which vagasthfluence housing price, ZIP code data was
obtained for all ZIP codes in San Diego County véitHeast 500 homes (approximately 85 ZIP
codes). Using three variables (median price, nmedéat, and vacancy rate), the net present
value was determined for each ZIP code resulting diiscovery of the best and worst ZIP code
areas to buy in. The study then analyses fadbatsinfluence housing price. Current periodicals
and real estate and statistical websites were tosadquire the information contained within this
study. The study should be viewed as a completdysis which will allow home buyers to
make a rational and educated decision when purep@ashome in San Diego County. The study

is written in layman’s terms and can be viewed gwsartical and user friendly tool for home

buying.
Current Market Analysis

Figure 1

S&P 500 Index
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Figure 1 shows stock market trends for the Stan&aRbor’'s 500 Index from 1989 to 2009.

Prices gradually increased from 1989 to 1995, drh tsignificantly increased (more than
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tripled) through 2000, followed by significant deases through 2003, then significant increases
through 2007, and finally dramatic decreases ir8288d 2009. Approximately 62.5 percent of
home owners and 26 percent of renters had stodtings and were likely impacted by the
dramatic decline of the stock market in 2008 an@920This decreased the amount of investment
capital for several potential or existing home owgnand may have restricted many households

from purchasing a home or affording to make paysientan existing home.

Figure 2

San Diego-Carlsbad-San
Marcos, CA Home Price Trend
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Figure 2 (National Association of Realtors) showsvihousing prices in San Diego County have
increased since the late 1980's. Prices graduallyeased from 1988 to 1998, and then
significantly increased (tripling in price) throu@®05, followed by gradual decreases in 2006
and 2007 and then sharp declines (greater than #026)08 and 2009.



Figure 3

Median Price (Red Line) and One-year Price Growth 1,000s
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Figure 3 more closely examines housing price trdnai® 2002 to 2009 in California. Since
2002, the median price almost doubled and thente/éack to its original position (solid line).
All homes purchased after 2002 and before 2009n@ee than likely valued less then the
purchase price. All of these home purchases masubgect to foreclosure if home owners are

discouraged from their losses and are unwillingnoapable to make their payments.

Table 1
San Diego U.S. Local Trend
Price Activity
Current Median Home‘Pr‘ice (2009 - Q1) $32293,é20?0 31278,06/33 T N T e T T
isyEaippiEaationll 0N SSICH) SO SeHefn equity gained during the housing boom
3-year Appreciation (2009 - Q1) -46.8% -22.7%
3-year (12-quarter) HousTng EquTty GaTn -$284,100 -549,267 T 72 2l fs v e G e R
7-year (28 q) Housing Equity Gain|  -$255,100 -$31,367 equity gained during the housing baom
9-year (36 ¢) Housing Equity Gain -556,000 $633

Realtor.org, Metro Market Report, First Quarter 2(8an Diego-Carlsbad-San Marcos Area)

Table 1 shows that any equity gained as a resutieohousing market over the last seven years

has been lost in most cases.



Figure 4

State Home Sales (Red Line) and Sales Growth 1,000s
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Figure 4 implies that housing price is based orpsupnd demand principles. Housing sales
decreased as prices peaked and increased as hptseggjapproached its seven year low.

San Diego County

Figure 5
Median Sales Price (Detached and Attached)
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Figure 5 shows Median Sales Price changes betwdgr?008 and June 2009. Since March
2009, home prices have increased. San Diego Ceumiydian home prices rose for the third
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consecutive month in June, hitting $314,250 (RieR909). This is the highest amount since
October 2008 (Pierce, 2009).

San Diego County
Figure 6

Sales Volume (Detached and Attached)
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Figure 6 shows housing sales volume changes betwalkn2008 and June 2009. Since

February 2009, sales volume has increased.
Looking Forward

According to a periodical in Businessweek, in th& Uover 1 million residences have fallen into
foreclosure since 2006 and an additional 5.9 mmlli@sidences are expected to fall into
foreclosure over the next four years (Brian Gr&009). This means that there will be
approximately six times the number of foreclosureonly less then twice the span of time
where 1 million foreclosures occurred. If the faast is accurate, this will further affect lenders
and home owners and will put a surge of forecldsedsing units on the market which may
further decrease housing prices. Mark Goldman, catgage broker and San Diego State
University real estate lecturer said increasedcfoseires are likely to depress prices (Pierce,
2009). In California alone, there have been mbas t365,000 foreclosures since 2007 (KCBS,
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2009). Almost 100,000 foreclosure filings are oaoy every month in California as of June
2009 (KCBS, 2009). In San Diego County, forectesun June surged nearly 66 percent over
the previous month (Pierce, 2009). For the secaadter of 2009, there were 3,518 foreclosures
in San Diego County, a 14 percent rise over theipous quarter, but a 27 percent decline from
the second quarter 2008 (Pierce, 2009).

The reason that further foreclosures are occusntipat lending industry lobbyists are making
sure bankruptcy courts don’'t have the authorityshiank mortgage debt (Brian Grow, 2009).
The industry strategy is to buy time and thwarutagions (Brian Grow, 2009).

“If, for example, a bank lowered the balance ofestain mortgage, there would be a
strong argument that it would have to reduce tHeevan its balance sheet of all similar
mortgages in the same geographic area to reflect#mger that the region had hit an
economic slump. Under this stringent approach, nitrel industry mortgage-related
losses could far surpass even the grim $1.1 willio losses] estimated by Goldman
Sachs (GS) in January [2009].” (Brian Grow, 2009)

Foreclosure proceedings typcially cost banks al®36 of a property’s value (Brian Grow,
2009). Further discouraging the situati6federal banking regulators reported in December
2008 that 53% of consumers receiving loan modificet were again delinquent on their
mortgages after six months” (Brian Grow, 2009).ahanodifications often lead to higher rather
than lower payments. Only 35 percent of loan modlifons are suggested to lead to lower
payments (Brian Grow, 2009). Lenders are addiegcthsts of missed payments, taxes, and big

fees to borrower’s monthly bills (Brian Grow, 2009

11



Figure 7

State Total Foreclosure Rate vs. U.S Average
(U.S. Average in Red Dashed Line)
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Figure 7 shows the state and national trend otfoseres from 2001 to 2009.

As of June 15, 2009, banks in California cannotedtose a mortgage without either
renegotiating the loan or giving the homeownerghmeonths notice (KCBS, 2009). Through
the new bill, lenders are encouraged to eitherimigrest rates or rewrite loans to affordable
levels (KCBS, 2009). Many lenders may opt for tineee month notice just to avoid a surplus

of cutting interest rates and rewriting loans.

Another factor that may increase the risk of foseares is the loss of jobs. As of June 2009,
California’s unemployment rate was 11.6 percent,fnrgm 7.1 percent in June 2008 (EDD,
2009). In San Diego, the unemployment rate is p@rtent as of June 2009 (EDD, 2009). As
of March 2009, the San Diego Median Household Ineevas $74,900.

One of the sector’s that has been hit hardesteidthiding industry. Almost every builder lost
significant capital or went bankrupt with the receéecrease in housing prices. In most cases,
the costs of building in California exceeds theatesalue and minimal building will occur until

housing prices increase or the cost of buildingezses.
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Table 2

SOCDS Building Permits Database -- Qutput
Housing Unit Building Permits for:

San Diego County, CA Through |Estimated
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 |June 2009 |2009 Total
Total Units 15,592 |15,405|13,684|18,031|15,587|14,306|9,191|7,435|5,357 1,661 3,322
Units in Single-Family Structures 9,287 | 9,377 | 8,880 | 9,758 | 9,122 | 7,576 |4,743|3,422(2,361 921 1,842
Units in All Multi-Family Structures 6,305 | 6,028 | 4,804 | 8,273 | 6,465 | 6,730 |4,448(4,013| 2,996 740 1,480
Units in 2-unit Multi-Family Structures 83 94 144 | 234 | 242 | 470 | 198 | 208 | 76 13 36
Units in 3- and 4-unit Multi-Family Structures | 538 421 494 | 1,044 | 1,005 | 608 | 303 | 262 | 92 50 100
Units in 5+ Unit Multi-Family Structures 5,679 | 5,513 | 4,166 | 6,995 | 5,218 | 5,652 |3,947|3,543 (2,828 672 1,344

Table 2 shows how building permits for new housings have decreased over 80 percent since
2003. There are no signs of new housing constmictebounding in the near future with

housing prices in question. This may keep unemp& rates high.

Figure 8

12.0 Y.S. Economic Outlook: July 2009

10.0

m Real GDP

® Unemployment

I Prime Rate

B 30-Year Fixed Rate
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=
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http://www.realtor.org/research/research/reportissies

In 2010, the National Association of Realtors petgeReal Gross Domestic Product (GDP) to
rise regardless of projections for unemploymenalsm rise. The prime rate and 30-year fixed
mortgage rate are also expected to rise slightty twe next year and a half.
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In summary, housing sales and prices are increadiogeclosures are increasing, and
unemployment is increasing. In order to decreds® rnumber of foreclosures that are
anticipated, housing prices would need to incrdas&0 to 100 percent within the next four
years. This would alleviate home owners and lendeom losses on their properties.
Significant housing price increases are unlikelyot@wur within the next four years given that
unemployment is high (less people that can affoodnds) and almost six million more
foreclosures are expected over the next four yedmising prices have increased lately possibly
because investors are seeing the advantages togouytoday’s market (homes are renting for
around the costs of owning a home). The markeétoeitinually entice investors so long as the
costs of owning a home are equal to or less tharnitome potential of renting the home. This
principle is used in the ZIP code analysis, whistaklishes the best predictors of housing price
and estimates which ZIP codes may be best for Haugers based on housing prices, median

rents, and vacancy rates.
Determinants and Predictors of Housing Price

The primary goal of the ZIP code analysis is toedatne which ZIP codes are the best
investment for attached and detached single fatmiynes and why. A secondary goal is to

determine what variables should be used to préadigsing price.

Not every ZIP code in San Diego County was analyipethis study, only ZIP codes in San

Diego County with at least 500 homes. These 85calies are as follows:

1. 91901 Alpine 9. 91916 Descanso

2. 91902 Bonita 10.91932 Imperial Beach

3. 91906 Campo 11.91935 Jamul

4. 91910 Chula Vista N 12.91941 La Mesa, Mt. Helix
5. 91911 Chula Vista S 13.91942 La Mesa, Grossmont
6. 91913 CV, E. Lake, Otay Ranch 14.91945 Lemon Grove

7. 91914 Chula Vista NE 15.91950 National City

8. 91915 Chula Vista SE 16.91962 Pine Valley
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17.91977

18.91978

19.92003

20.92004

21.92007

22.92008

23.92009

24.92010

25.92014

26.92019

27.92020

28.92021

29.92024

30.92025

31.92026

32.92027

33.92028

34.92029

35.92036

36.92037

37.92040

38.92054

39.92056

40.92057

Spring Valley

Rancho San Diego

Bonsall

Borrego Springs

Cardiff
Carlsbad NW
Carlsbad SE
Carlsbad NE
Del Mar

El Cajon

El Cajon

El Cajon
Encinitas
Escondido S
Escondido N
Escondido E
Fallbrook
Escondido W
Julian

La Jolla
Lakeside
Oceanside S
Oceanside E

Oceanside N

13

41.92058

42.92064

43.92065

44.92067

45.92069

46.92071

47.92075

48.92078

49.92081

50.92082

51.92083

52.92084

53.92091

54.92101

55.92102

56.92103

57.92104

58.92105

59.92106

60.92107

61.92108

62.92109

63.92110

64.92111

Oceanside (Central)
Poway

Ramona

Rancho Santa Fe
San Marcos N
Santae

Solana Beach

San Marcos S

Vista S

Valley Center

Vista W

Vista E

Rancho Santa Fe PO
Downtown

Golden Hill

Hillcrest, Mission Hills
North Park

City Heights

Point Loma

Ocean Beach
Mission Valley
Mission Bch, Pacific Bch
Morena

Linda Vista



65.92113 Logan Heights 76.92124 Tierrasanta

66.92114 Encanto 77.92126 Mira Mesa
67.92115 College 78.92127 Rancho Bernardo W
68.92116 Kensington, Normal Heights 79.92128 Rancho Bernardo E
69.92117 Clairemont 80.92129 Penasquitos
70.92118 Coronado 81.92130 Carmel Valley
71.92119 San Carlos 82.92131 Scripps Ranch
72.92120 Allied Gardens, Del Cerro 83.92139 Paradise Hills
73.92121 Sorrento Valley 84.92154 Nestor

74.92122 University City 85.92173 San Ysidro

75.92123 Serra Mesa

Data was acquired for each of the 85 ZIP codes déta included the following variables (Also
seeExhibit 1):

=

Year to date (YTD) median price; San Diego Assoamabdf Realtors (SDAR)
2. YTD median price/2000 median value; SDAR & US Censu

3. YTD average median list price per square foBedin & Zillow

4. June 2009 number of foreclosures; San Diego Unrdyufe

5. YTD average number of days on the market; SDAR

6. YTD number of sold listings; SDAR

7. Current estimated number of homes for §dRedfin & Zillow

8. July number of homes sold/current estimated nuntiehomes for safe Redfin &

Zillow

! Current data from Redfin and Zillow were addeeénthivided by two to obtain an average. If data wa
unavailable by both sources, then 0 was appliédath was unavailable from one source, then thadahle source
was used unchanged.

2 Zillow’s 8/2/2009 given for current total homeddsdivided by current estimated number of homesséde.
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9. Current estimated median rénZilpy & adjusted US Census 2000

10. Current average square footdgailpy

11. Current median rent per square fo@ilpy

12. Current number of rentatszZilpy

13.2008 estimated total population; SANDAG

14.2000 total acreage; US Census

15.2000 estimated vacant usable acres/total §du& Census

16.2000 residential density (housing units per redidéacre); US Census
17.2000 employment density (employees per employmae)aUS Census
18.2008 estimated total housing units; SANDAG

19.2008 estimated percentage of vacant housing \BWBIDAG

20.2000 percentage of housing units that are singiglyaesidences; US Census
21.2000 housing units: median year built; US Census

22.2000 housing units: median number of rooms; US @&ns

23.2000 percentage of occupied housing units thabareer occupied; US Census
24.2000 total households; US Census

25.2000 percentage of non-family households; US Census

26.2008 estimated total persons per household; SANDAG

27.2008 estimated median household income; SANDAG

% July 27, 2009 Zilpy data was used. Median reamverage square footage, price per square foot antber of

rentals by bedroom type were used to calculatatieeage median rent, average square footage, &prag per
square foot, and number of rentals. Data was ulaéla for ten ZIP codes. To estimate the currestimated
median rent for these ten ZIP codes, the averagiamilpy rent for all ZIP codes was divided by thverage US
Census 2000 gross rent for all ZIP codes. Thi® nabs multiplied by the US Census 2000 gross ierthe

specified ZIP codes where data was unavailablstimate the current median rent.

* Using US Census 2000 data: [total acres - (totaktbped acres + constrained acres and unusalaly fatotal

acres.
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28.Current average public school ratifigreatschools.net

29. Current educational climate indexRedfin

30.Current estimated adjusted crime fisRedfin & SANDAG

31.2008 estimated median age; SANDAG

32.2000 percentage of population: foreign born; US<Den

33.2000 percentage of population: foreign born andnadized citizens; US Census
34.2000 percentage of population: workers 16 yearsodohet; US Census
35.2000 percentage of workers who drive alone to woi&;Census

36.2000 percentage of workers who use public tranaport to work; US Census
37.2000 percentage of workers with private vehicleupancy; US Census
38.2000 percentage of workers with no vehicle avadablS Census

39.2000 average travel time for workers; US Census

For each factor, the sum of data in each ZIP coale averaged and the median, the highest and
lowest data values, the standard deviation, andvérance were determined. A total was
calculated for total population (#13), total acigd4), total housing units (#18), and total
households (#24).

®Using greatschools.net, 0 to 20 public schools viisted in each ZIP code. Each public school hatita 10
rating. All public school ratings in each ZIP codere averaged and the result became the currenages public
school rating.Great School’s ratings provide an overview of aostk test performance by comparing the school's
state’s main standardized test results to thosehefr schools in the state.

® The Educational Climate Index is a socio-econoimiticator. ZIP codes are ranked from 1 (low) tohfgk) in
whole number increments. It is based on the U.SisG& Bureau's Socioeconomic Status (SES) meastine wi
weights adjusted to more strongly reflect the etianal aspect of social status. Factors in thissuemaare income,
educational achievement, and occupation of pensithin the ZIP code.

’ Crime risk compares the risk or probability ofuftet occurrence of certain types of crime in a comitylas
compared to the national average. The nationabaeefor each type of crime equals a score of ©.@, score of 2.0
would represent twice the risk as the national ayerand a score of 0.50 would represent halfiskeof the

national average. The risk indexes are based umost recent seven years of FBI crime reporigh hicome,
affluent neighborhoods often demonstrate a highfds property crimes such as motor vehicle thaft karceny.

The crime risk was deleted for ZIP codes (withingdictions having three or less ZIP codes) witlrime rating

below .35 and replaced with a combination of th@®BBI Index crime rate per 1,000 population bysidiction

and the 2007 total arrest rates by jurisdictionep®rted by the Criminal Justice Research DivisibSANDAG.

The ZIP codes affected by the change were 92087822071, 92069, and 91932.
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For each of the 39 variables, a correlation (r @wlues) with the YTD median price (#1) was
calculated. Correlation determines the relatiomdietween two variables and helps predict
future values if one of the variables is known (&e&hibit 2 for definitions of correlation, r and
r*and a detailed example). This correlation caléuatietermines how correlated each variable

is with housing price.

In order to narrow the focus of the study, giver8l variables, the variables with the top tén r
values were selected along with the adjusted crisie(#30) and the vacancy rate (#19) (See
Exhibit 3). The following is a list of the top tefvalues (in order) based on tHeorrelation of
the 39 different factors (variables) with the YTDedman housing price (#1). In order to
calculate the?value, the variable data by ZIP code was comparetie YTD median price by
ZIP code in San Diego County. The correspondfnvglue is shown in brackets and the number
from the list above is shown in parentheses.

1. Median Household Income?f0.68] (#27);

2. Average Median List Price per Square Fot(r55] (#3);

3. 2009 Median Price/2000 Median Pric&0.49] (#2);

4. Estimated Median Rent%r0.39] (#9);

5. Average Public School Rating/#0.31] (#28);

6. Median Age [f=0.26] (#31);

7. Median Number of Rooms per Housing Unfd.24] (#22);

8. Educational Climate Index%¢0.24] (#29);

9. Number of Foreclosures?#0.20] (#4);

10. Sold Homes / Homes for Salé$0.19] (#8);

The F values for the above list of variables shows thatre is a correlation between these
variables and median price. Meaning that mediacepran be predicted or estimated if all or
some of the above variables are known. The cl@séran f value of the variable is, the less
influence this variable has in predicting mediaiterwhile the closer to +1 af value of the

variable is, the more influence the variable hagradicting median price.
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YTD Median Price [=1.0] (#1)

If the same set of data points for one variableoimpared to itself, there is a perfect correlation.
There is a perfect correlation with housing priod &ousing price because it is the same variable
(r’=1).

Figure 9

YTD Median Price

92113 Logan Hts
92105 City Heights
92102 Golden Hill

92004 Borrego Spr.

91906 Campo

92037 La Jolla

92118 Coronado M YTD Median Price

92091 Rancho Santa Fe PO

52014 Del Mar

92067 Rancho Santa Fe

Median

Standard Deviation

$- $500,000 $1,000,000 $1,500,000 $2,000,000 $2,500,000 $3,000,000

Figure 9 shows the five lowest and the five highéED median values of homes sold in San
Diego County by ZIP code of the 85 ZIP codes aralyand shows the median and the standard

deviation for the set of 85 values.
Median Household Income?f0.68] (#27)

Median household income has the highéstlue of the 39 variables analyzed. This shows the
great importance of income as it relates to houpmge. Factors that may affect income levels
are unemployment, job growth or decline, increagexss domestic product and other similar
employment factors. In other words, if unemployinsrprojected to go up, income and housing

prices would go down. If the number of jobs iseoted to increase, income and housing prices
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would increase. If the gross domestic produckfgeeted to increase, income and housing prices

would increase.

Figure 10

Median Household Income

92173 San Ysidro
92113 Logan Hts
92105 City Heights
92102 Golden Hill
92101 Downtown
92131 Scripps Rch
92130 Carmel Valley B Median Household Income
92014 Del Mar

92091 Rancho SantaFe PO
92067 Rancho Santa Fe

Median

Standard Deviation

. . . . . . . . . . . .

W
g

$40,000 $80,000 $120,000 $160,000

Figure 10 shows the five lowest and the five higlmedian household incomes of the 85 ZIP
codes analyzed and shows the median and the sthaiehaation for the set of 85 values.

Average Median List Price per Square Fodt(r55] (#3)

Median list price per square foot is a moderatalipter of housing price. One factor that may
affect the list price per square foot is the numifefior-sale units. The number of for-sale units
is influenced by increased supply which could beised by increased foreclosures, new
construction of units, surplus sales for varioussoms, etc. If the supply of housing goes up,

than this predictor variable shows that housinggzimay decrease.
2009 Median Price/2000 Median Pric&0.49] (#2)

The 2009 median price divided by the 2000 mediaemhows us that housing price changed in
each ZIP code by similar rates. The correlatioreiatively low (£<0.5) however, so this also
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indicates that housing price change in each aresavhged in the last nine years. This may

indicate that increases in housing prices in oea amay not reflect increases in another area.

Figure 11

2009 YTD Median Price / 2000 Median Price

92036 Julian
92003 Bonsall
52020 El Cajon
92025 Escondido 5

92113 Logan Hts

91578 Rancho San Diego
92075 Solana Beach 2009 YTD Median Price / 2000 Median Price
92127 Rancho Bernardo W
92067 Rancho Santa Fe

92091 Rancho Santa Fe PO

Median

Standard Deviation

0.00 0.50 1.00 1.50 2.00 2.50 3.00

Figure 11 shows the five lowest and the five higiatues for the 2009 median price divided by
the 2000 median price ratio of the 85 ZIP codesyard and shows the median and the standard
deviation for the set of 85 values. The mediacers at approximately 1.44, which indicates
that home values have still increased by over 4@eoe since the 2000 Census survey was
conducted. The areas that still recognize sigmificgains over that period (price have
approximately doubled) are the more affluent anedse County, whereas the less affluent areas
have recognized losses since 2000. This may irtinally gains are expected in the less affluent

areas or that losses are expected in the moreentfareas.
Estimated Median Rent’s0.39] (#9)

The estimated median price correlation with houginige is relatively low #0.4), meaning
changes in rent do not necessarily effect the dawmng price, but changes may occur

accordingly.
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Figure 12

Estimated Median Rent

92004 Borrego Spr.

92105 City Heights

92020 El Cajon

92104 North Park

92021 El Cajon

92127 Rancho Bernardo W

92075 Solana Beach B Estimated Median Rent

92037 La Jolla

92014 Del Mar

92091 Rancho 5anta Fe PO

Median

Standard Deviation

$- $500 $1,000 $1,500 $2,000 $2,500 $3,000 $3,500 $4,000

Figure 12 shows the five lowest and the five higimesdian rents of the 85 ZIP codes analyzed

and shows the median and the standard deviatiahdoset of 85 values.
Average Public School RatingH0.31] (#28)

The public school rating correlation with housingcp is relatively low (#=0.31), meaning

changes in a school district test performances shightly reflect changes in housing price.
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Figure 13

Average Public School Rating

92113 Logan Hts |

91906 Campo |

92116 Kensington, Normal Hts |
92173 San Ysidro |

92027 Escondido E |

92014 Del Mar |

92007 Cardiff |

92130 Carmel Valley |
92075 Solana Beach |
92067 Rancho Santa Fe |
92127 Rancho Bernardo W |
Median |

Standard Deviation

m Average Public School Rating

0.00 2.00 4.00 6.00 8.00 10.00

Figure 13 shows the five lowest and the five higlae®rage public school rating values of the

85 ZIP codes analyzed and shows the median argtahdard deviation for the set of 85 values.
Median Age [f=0.26] (#31)

The median age correlation with housing price i8 [€’=0.26), meaning changes in an area’s

median age may slightly reflect changes in houpinge.
Median Number of Rooms per Housing Unf.24] (#22)

The median number of rooms per housing unit caioelavith housing price is low $£0.24),
meaning changes in an area’s median number of reoaysslightly reflect changes in housing

price.
Educational Climate Index%r0.24] (#29)
The Educational Climate Index correlation with Hagsprice is low (f=0.24), meaning changes

in an area’s socio-economic characteristics maysli reflect changes in housing price.
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Number of Foreclosures?f0.20] (#4)

The number of foreclosures negative correlatiorhwiousing price is low 10.20), meaning
changes in the number of foreclosures in an areasightly reflect changes in housing price.
This low correlation may be low because the nundvesample size of foreclosures is small in
each ZIP code. Of the 85 ZIP codes studied, theepéage of foreclosures as of the second

guarter in 2009 was between 0.04 and 1.38 perceichvehows a large range of variability.

Figure 14

91914 Chula Vista NE

92173 San Ysidro

92083 Vista W

91915 Chula Vista SE

92007 Cardiff

92075 Solana Beach

92106 Point Loma

Median

51506 Campo

91913 CV, E. Lake, Otay Ranch
92130 Carmel Valley
92118 Coronado

92014 Del Mar

Standard Deviation

# of Foreclosures per 1,000 Homes

0.00 2.00

4.00 6.00 8.00 10.00 12.00

14.00

M # of Foreclosures per 1,000 Homes

Figure 14 shows the five lowest and the five higmesnber of foreclosures per 1,000 homes of
the 85 ZIP codes analyzed and shows the mediarthendtandard deviation for the set of 85

values.

Sold Homes / Homes for Salé50.19] (#8)

The number of homes sold divided by the numberashds for sale negative correlation with

housing price is low £F0.19), meaning changes in this ratio may slighéffect changes in

housing price.
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Non-Predictors

Surprisingly, no correlation %0.1) with housing price was found with the averagenber of
days on the market’&0.06) (#5), the number of listing sold<£0.09) (#6), the number of homes
for sale (f=0.07) (#7), the average square footageQ(02) (#10), residential density’£0.00)
(#16), employment density&0.00) (#17), the total number of housing units@06) (#18),
the vacancy rate %0.01) (#19) (#19), the percentage of housing uthiet are single-family
homes (#=0.07) (#20), the median year the structure wak p0.02) (#21), the percentage of
occupied housing units that are owner occupi&ed(07) (#23), the total number of households
(r*=0.07) (#24), the total persons per househdld0(p8) (#26), the adjusted crime risk rate
(r*=0.00) (#30), the percentage of the population wexe foreign born ¢=0.07) (#32), and the
percentage of workers and their transportationtaalfic between 0.00 and 0.07) (#'s 34-39).
This means that none of the above factors shoulasbd as determinants or predictor variables

for housing price.

Figure 15

Adjusted Crime Risk

92120 Allied Gardens, Del Cerro
92108 Mission Valley

92109 Mission Bch, Pacific Bch
92054 Oceanside S

92119 San Carlos

92065 Ramona

91914 Chula Vista NE M Adjusted Crime Risk

91916 Descanso
92118 Coronado

92130 Carmel Valley

Median

Standard Deviation

000 020 040 060 O80 100 120 140 160 180 2.00

Figure 15 shows the five highest and the five ldvasjusted crime risk of the 85 ZIP codes
analyzed and shows the median and the standardtdevior the set of 85 values.
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Best Investments by ZIP Code

There are three widely used approaches to valuaal estate property: The comparison

approach, the income approach, and the replacesnsehapproach.

Housing price in San Diego County is typically edéted using the comparison approach.
Meaning, housing price is based on the sellingepdt other similar homes in the area. The
income approach uses the income (i.e. rent eamauhed on a house and subtracts expenses
(mortgage plus monthly fees and estimated operatis¢s) to calculate the value of a property.
If income is higher than expenses, the investnegbbd and vice versa. The income approach
is a method of arriving at the appraisal value pf@perty on the basis of its opportunity cost. It
calculates the net income the property would edrne replacement cost approach is the cost to
reconstruct any structures on a property and addvétiue of the land. This study uses the

income approach to determine the best investmersm Diego County.

Three variables from each of the 85 ZIP codes m[3iago County (ZIP codes with at least 500
homes) were inputted into a cash flow calculatérhibit 4) that calculate seven outputs
(variables) that estimate which ZIP codes are #& mvestments in San Diego County. The
three input variables for each ZIP code are the Yiidlian price, the estimated median rent, and

the 2008 vacancy rate estimate. These seven asdubutputs are as follows:

1. Net Present Value (NPV): the total present vaRi)(of a time series of cash flows. It
is a standard method for using the time value oheyao appraise long-term projects.
Used for capital budgeting, and widely throughoedreomics, it measures the excess or

shortfall of cash flows, in present value terms;efinancing charges are met.

2. Internal Rate of Return (IRR): a rate of returncuse capital budgeting to measure and
compare the profitability of investments. It isalsalled the discounted cash flow rate of
return (DCFROR) or simply the rate of return (ROR)the context of savings and loans,
the IRR is also called the effective interest ratee term internal refers to the fact that its

calculation does not incorporate environmentaldiecte.g. the interest rate or inflation).
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3. Debt Coverage Ratio (DCR): the ratio of cash abteldrental income) for debt servicing
(mortgage, home owner’s association and Mello-Rees, property taxes and operating
costs). It is a popular benchmark used in the oreasent of an entity's ability to
produce enough cash to cover its debt paymentselfatio is 1 or greater, than income
pays for expenses. If the ratio is less than dntimcome is only sufficient to pay that

percentage of expenses.

4. Gross Income Multiplier (GIM): the ratio betweeretprice of the home to the amount of
annual rental income collected. This ratio is usedemonstrate how long it would take
for a property to pay for itself if the only souroé cash inflow was monthly rent. A
lower multiplier is desired because this would ocade that the property would pay for

itself in fewer years.
5. Debt Service (DS): Annual mortgage payment and alnprnoperty tax payment.

6. Effective Gross Income (EGI): projected annualtaknncome minus losses from

vacancies.

7. Projected Sale Value (PSV): the projected saleepaifter six years. This is the YTD
median price increasing in value by three percantally.

The following assumptions were made to determiripuds:
1. Home is purchase on January 1, 2010. Sale pricali®d at the YTD median price for
each ZIP code.
2. Loan costs are one percent of sale price plus $4@3ing costs.
3. Loan requires 3.5 percent of the sale price as dmayment plus loan costs.

4. There is a first and second mortgage, both witl® ge&ar fixed rate with a 5.75 and 9.1

percent annual interest rate respectively. The isamortized over 360 months.

5. Home will be rented as of day 1 of sale with a vagarate equal to the 2008 vacancy

rate estimate for each ZIP code. Rent is assumittitease by three percent per year.

6. The home is depreciated using straight line deptieci over 27.5 years. The land or

non-depreciable portion of the sale price is assutode 30 percent.
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7. Annual property taxes are assumed at 1.12%. Rgofseres are assumed to increase by

two percent per year.
8. The household annual income tax rate is assumbee &5 percent.

9. Operating expenses such as insurance, maintenanderepairs are assumed to be 25
percent of the EGl. These expenses are assumedréase by three percent annually.

Including property taxes, operating expenses goeoaxpmately 40 percent of EGI.

8. The property is assumed to be held for six yeadsthen sold immediately at the end of
the period. The sale price is assumed to be thHe ivi€dian price increasing in value by
three percent annually. Selling expenses are asstionbe five percent of the sale price.
To calculate taxes on the sale, the ordinary incombe is estimated at 44.3 percent and
the long term capital gain is estimated to be I'8qr@. A 1031 exchange for “like-kind”
property is not conducted. SEghibit 5 for further details on the sale after six years.

Exhibit 6 shows the seven outputs (NPV, IRR, DCR, GIM, DS),E&d PSV) for each of
the 85 ZIP codes. The average, median, higheaeyahedian, lowest value, and standard

deviation for each output array are also given.

Figure 16

Net Present Value (NPV) in Dollars

| | .
92067 Rancho Santa Fe

92014 Del Mar
92118 Coronado
92075 Solana Beach
92037|La Jolla
92108 Mission Valley
92057 Oceanside N Net Present Value (NPV)
92114 Encanto

92003 Bonsall
91915 Chula Vista SE
Median

_Standard Deviation

-200000 -150000 -100000 -50000 0 50000
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Figure 16 shows the net present value in dollarshie five highest and lowest net present values
for the 85 ZIP codes. The five highest net presahies ranged between $28,000 to $35,000.
This means, after the down payment and expensesefneded, the home would net between
$28,000 and $35,000 in profit in today’s moneyncgi the home would not be sold until year
six, the profit would be higher. A conservativejection for the value of this profit in six years
would be between $33,000 and $42,000. This wopiistaximately double an investment (down
payment) in six years if all of the assumptions amults are correct. According to this study,
the five best areas to invest in San Diego Countysautheast Chula Vista (91915), Bonsall
(92003), Encanto (92114), north Oceanside (920&7), Mission Valley (92108) respectively.
The five worst areas to invest in San Diego Couwary Rancho Santa Fe (92067), Del Mar
(92014), Coronado (92118), Solana Beach (92075), lan Jolla (92037) respectively. The
median NPV for all 85 ZIP codes was $18,000, whinhicates that most areas are good to buy
in at the moment if the sale price is equal toesslthan the given median sale price of the ZIP
code. The size of a median priced home is typidaditween two and three bedrooms (less
bedrooms for high density areas and vice versa)is $tudy does not account for any home
owner’s association (HOA) and Mello-Roos fees dreotunstated expenses. There are many

other factors to consider before a home is purchbewever.
Factors of Housing Price

There are several factors that can increase oedserhome values. All factors should be taken

into account with any home purchase.

When comparing two properties, see how factorseémh property may be different and adjust
the costs accordingly. In San Diego County, the tmost important factors are HOA and Mello-
Roos fees. HOA fees can range from $50 a montprfeate street maintenance up to over $700
a month for downtown condominium common area magmee. Mello-Roos districts are
established by local governments at the requestdafveloper to finance specific public facilities
and services such as schools, roads and librdJi@srf Tribune). They were authorized by state
law in 1982. Mello-Roos fees are typically paiceo0 to 30 years and then no future payments
are required. Mello-Roos fees range from $1743t@@0 annually and are applied to a property

tax bill in addition to a 1 percent property tater@Jnion Tribune). Both HOA and Mello-Roos
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fees are more prevalent in newer developmentsesiimate the impact of these monthly fees,
add $15,000 to the purchase price of a house atarnmium for every $100 of monthly HOA,
Mello Roos fees, or other monthly fees (estimatentimy mortgage costs by dividing the sale
price by 140).

When comparing properties, valuate the improvemgitshen remodel, room addition, etc.) at
market rates. For example, there are two like g@nigs, one has a remodeled kitchen and the
other does not. Determine how much a new kitchemldvcost and add that value to the
property without the remodeled kitchen. The cdstslo improvements at market rate usually
only increase the value of the property by 50 t@8frent of the actual construction costs, so it's
better to buy the property with the improvementglace, then to pay for it later (Remodeling

Magazine).

Based on various questionnaires and approximattbesfollowing improvements are estimated
with costs:
Street improvements (Review the City of San Diegat Brice List dated January 2006):
o Concrete curb & gutter: $25 per lineal foot
o Concrete, asphalt, brick, or stone sidewalks anénsa$10 tol5 per square foot
o Curb ramp: $3,000 each
0 Street sewer lateral $5,000 each
o Sewer main: $300 per lineal foot
o Reinforced concrete pipe (RCP) storm drain: $300ipeal foot
o0 Undergrounding overhead utilities (pole to pole)
Standard: $100 per lineal foot
Electrical transmission line: $1,000 per linealtfoo
Grading and drainage
o0 Excavate and export soils and to import and fillssor dirt: $45 per cubic yard

o Trench shoring: $20 per lineal foot

29



(0]

0]

Masonry retaining wall: $40 per lineal foot

On-site drain: $5,000 each

New housing units, room additions, and accessoitgdihgs: $80 to $300 per square foot

Remodels: $50-$200 per square foot

Fencing: $20 per lineal foot

Landscaping

0]

(0]

(@)

Shrubs (5 gallon): $20

Slope planting (ground cover and trees): $1 peasgfoot
Ground cover only: $0.50 per square foot

Trees (24" box): $250

Tree grate: $500

Irrigation: $1 per square foot

Irrigation backflow prevention assembly: $2000 each

Table 3 shows typical home improvements and thespective job costs, resale value, and

percentage of costs that are recouped in the reslee both regionally and nationally

(Remodeling Magazine):
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Table 3

Pacific — Midrange 2008-09 National Averages

Project Job Cost | Resale Value (CostRecouped| Job Cost | Resale Value |Cost Recouped
Sunroom Addition 582,301 549,920 60.70% 571,745 540,715 56.70%
Home Office Remodel 531,153 520,270 65.10% 528,094 $15,329 54.60%
Backup Power Generator 516,026 510,647 56.40% 514,040 58,026 57.20%
Master Suite Addition 5122,692 590,990 74.20% 5101,571 567,037 66.00%
Family Room Addition 598,630 573,706 74.70% 581,315 553,608 65.90%
Bathroom Addition 545,840 534,944 76.20% 538,078 524,187 63.50%
Garage Addition 569,012 552,962 76.70% 557,272 $38,161 66.60%
Roofing Replacement 523,442 518,512 79.00% 518,825 512,336 65.50%
Two-Story Addition §173,708 $140,223 80.70% 5146,538 5103,553 70.70%
siding Replacement (vinyl) 512,875 510,762 83.60% 510,256 58,274 B80.70%
Bathroom Remaodel 518,452 515,992 86.70% 515,899 511,857 74.60%
Basement Remodel $73,399 563,777 86.90% 561,011 544 467 72.90%
Attic Bedroom 558,913 551,286 87.10% $48,398 535,694 73.80%
Major Kitchen Remodel 562,997 355,025 87.30% 856,611 543,030 76.00%
Deck Addition (composite) 516,949 514,841 87.60% 515,277 511,260 73.70%
window Replacement (vinyl) 512,509 511,641 93.10% 510,537 58,132 77.20%
window Replacement (wood) $13,593 512,762 93.90% 511,512 58,946 77.70%
Minor Kitchen Remodel 522,974 521,944 95.50% 521,246 516,881 79.50%
Deck Addition (wood) 513,125 512,748 97.10% 510,601 58,676 81.80%
Master Suite Addition §258,746 $176,690 68.30% 5223,876 5136,764 61.10%
Garage Addition 5101,762 573,500 72.20% 585,844 $53,908 62.80%
Roofing Replacement 544,004 532,955 74.90% 536,296 522,861 63.00%
Deck Addition (composite) $41,388 531,144 75.20% $37,498 523,706 63.20%
Bathroom Addition 586,211 565,773 76.30% 574,325 $49,100 66.10%
Bathroom Remodel 558,317 546,350 79.50% §51,455 536,400 70.70%
Major Kitchen Remodel 5119,361 597,701 81.90% $110,964 578,398 70.70%
siding Replacement (foam-backed vinyl) | $15,683 513,098 83.50% 512,528 510,074 80.40%.
window Replacement (vinyl) 516,192 515,160 93.60% 513,608 510,781 79.20%
Window Replacement (wood) 520,303 519,130 94,20% 517,520 513,455 76.50%
Siding Replacement (fiber-cement) 513,697 513,172 96.20% 513,177 511,424 86.70%
http://www.remodeling.hw.net/2008/costvsvalue/division/pacific/city/san-diego--ca.aspx

These costs of improvements do not account forgualdpment costs. Discuss with the city or
county planner, the need for plans, studies, apdrte and potential fees before you plan to do
any development. Based on various questionnainels agproximations, the following pre-
development costs are estimated (costs do notapjerl

Topographical and boundary survey: $10,000

Schematic design (site plan, floor plan, and elena): $15,000

Construction documents: $15,000

Grading plans: $15,000
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Subdivision Map: $30,000

Soils report: $10,000

Traffic study: $15,000

Acoustical analysis: $8,000

Drainage Study: $10,000

Standard Urban Storm water Mitigation Plan: $8,000
There are other factors that also influence houpimge outside of comparable improvements.
The following factors should be analyzed prior by Aome purchase:

Market Influences such as unemployment, the stoaiket, foreclosures etc.

Number of days on the market

Sold Listings/Listings for Sale

Average Sale Price/Average Listing Price

Number of homes for sale

Rent and price per square foot

Prime Rate

Mortgage loan costs and interest rate

Mortgage down payment

Mortgage feasibility: buyer credit score and incaaceeptable qualifications

Comparable properties

Replacement costs

Potential income: rental and vacancy rates, taimngaydepreciation income,

Expenses: HOA fees, Mello-Roos fees, property talkemmeowner’s insurance, utilities
expense, capital improvements needed, projectedtemaince and repairs, and property

management fees
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Zoning Regulations and Planning
o0 Allowable uses
o Density
0 Setbacks
0 Maximum structure height
0 Maximum lot coverage
o0 Maximum floor area ratio (FAR)
o Historical significance
o Environmental constraints
o Growth forecasts
o Proposed density or land use changes

Location: community resources, parks, schools, dies, retail stores, area attractions,

employment, crime rate, public transportation fitabnd demographics
Views and site topography
Size: lot and floor area and number of bedroomshbatidrooms

Street improvements: curb, gutter, sidewalk, ungesunding of overhead utilities,

landscaping within the right-of-way, and publicpsivate sewer or septic
Landscaping, surface improvements, and water festur

Parking: garage, carport, guest parking, drive-wasking, RV parking, and on-street
parking

Fencing and screening
Decks, patios, and balconies

Building quality (exterior and interior): design datompliance with building and fire

codes
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Needed repairs: problems with slab or foundatisaming, roofing, tree roots, toxic
mold, grading improvements, installation of curbuttgr, sidewalk, paving, and
undergrounding overhead utilities in the right-adyw compliance with current building
and fire codes, and legalizing unpermitted improgets, additions, structures, and

conversions to extra units

Other amenities: fireplace, accessory structurppliances, laundry, air conditioning,
heating, natural ventilation, vaulted ceilings, rgta counter tops, flooring, cabinetry,

lighting, and windows

Pre-development costs such as architectural, eagnge and surveying charges and

zoning, engineering, and building department fees
Property liens, liabilities, and legal disputes

Conclusion

This analysis prepares potential home buyers toensakind real estate investments. Current
housing market conditions will change and predngishould be considered, but not relied upon.
In analyzing market predictions, pay close attentm predictions in household income, because

changes in income will affect housing price mor@ntimost other variables.

Performing a site specific net present value amermal rate of return valuation and an analysis
of comparable home sales and rental properties mvillvide an accurate estimate of an
investment opportunity. When comparing propertegjust the sale price for differentiating

factors. Also, estimate the replacement costhefentire property and estimate the remaining

useful life of improvements.
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Sources

All data and information was obtained on the inggrnThe following is a list of websites used to
obtain all of the information within this report:
factfinder.census.gov: 2000 Census Data

www.sandag.org: 2000 Census Data; SANDAG Currentn@aphic and Housing
Estimates; SANDAG 2008 Crime Report

www.realtor.org: National and regional housing data
www.sdar.com: San Diego Association of Realtors
www.marketwatch.com: housing periodical
www.kcbs.com: housing periodical
www.signonsandiego.com: housing periodicals
www.Businessweek.com: housing and economic perddslic
www.edd.ca.gov: unemployment statistics
www.remodeling.hw.net: costs of construction
www.zillow.com: current housing data

www.redfin.com: current housing data; crime ratiaducational climate index
www.zilpy.com: current rental data

www.greatschools.net: current school performantegsa
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Exhibit 1: Housing Variable Data

Exhibit 1

zip Community
91901 Alpine

91302 Bonita

91906 Campo

91910 Chula Vista N
91911 Chula vista §
91913 CV, E. Lake, Otay Ranch
91914 Chula Vista NE
91915 Chula Vista SE
91916 Descanso

91932 Imperial Beach
913935 Jamul

91941 La Mesa, Mt. Helix
91942 La Mesa, Grossmont
91945 Lemon Grove
91950 National City
91962 Pine Valley
91977 Spring Valley
91978 Rancho San Diego
92003 Bonsall

52004 Borrego Spr.
92007 Cardiff

92008 Carlsbad NW
92009 Carlsbad SE
92010 Carlshad NE
92014 Del Mar

92019 El Cajon

92020 El Cajon

92021 El Cajon

92024 Encinitas

92025 Escondido §
92026 Escondido N
92027 Escondido E
92028 Fallbrook

92029 Escondido W
92036 Julian

92037 LaJolla

92040 Lakeside

92054 Oceanside S
92056 Oceanside E
92057 Oceanside N
92058 Oceanside (Central)
92004 Poway

92065 Ramona

92067 Rancho Santa Fe
92069 San Marcos N

WA W L 0 W L 0 WO U W 0 W0 0 0 W 0 0 D 0 0 00 0 A 0 W 10 3 U 0 0 U 0 0 W0 10 3 0 0 0 0 e 0 0

SDAR

6/31/2009

¥TD Med. Price

409,930
354,548
159,000
249,771
215,813
323,473
414,693
321,315
215,000
236,591
471,750
326,296
276,667
206,129
162,680
280,000
200,297
316,166
267,576
154,710
630,375
475,296
550,643
444,186

1,181,748
286,141
200,842
228,072
572,900
200,036
228,828
206,558
309,792
378,130
173,125
901,209
245,519
302,213
268,520
240,044
241,623
427,806
306,630

2,527,660
271,248

SDAR/
AFF

7/31/2008/ Redfin/

8/2/2009

2009 Med. Price/
2000 Med. Price

B
PR
LSRN |

1.28
1.36
1.49
1.89
1.33
1.17
1.41
1.58
1.46
1.46
1.25
1.18
1.25
1.24
1.96
0.92
1.44
1.75
1.69
1.65
nfa
1.74
1.26
0.93
1.36
1.69
0.95
1.16
1.21
1.26
1.32
0.88
1.46
1.26
1.80
1.31
1.43
nfa
1.58
1.29
2.53
1.50

Zillow

Avg Median list
price per sq ft ($)

W
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[CREN]
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nfa
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$169
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4233
5217
4152
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4201
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$275
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4506
5340
4277
$244
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4182
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4215
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4670
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4169
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uTt

Q2 2009
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S S

11.50
6.50
8.00

11.10

13.80

11.10
1.80
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6.00
8.00
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4.40
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4.80
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1.60
1.50
2.40
0.40
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7.00
6.40
1.50
740

10.00
8.40
5.50
3.00
2.40
1.30
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5.30

4.90
9.50
5.80
2.00
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2.20
7.50

¥TD Avg # of Days
o & onthetheMarket

SDAR

6/31/2009

103

sSDAR

7/31/2009/ Redfin/

6/31/2009
8/2/2009
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Estimated # of

Zillow

homesfor sale

3

130

314
350
459
186
287

11
124

68
222

75
125
189

19
357

73
113
86
176
385

343
262
236
303
412
226
328
308
465
144

59
705
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242
291
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121
275
309
390
214

Zillow

homes sold/ homes 7/31/2009/ Redfin/
8/2/2008

for sale

[
w
@
S

19.23%

0.00%
22.93%
29.71%
22.46%
29.65%
27.92%

0.00%
18.55%
19.26%
18.51%
29.33%
28.00%
26.98%
64.86%
28.29%

0.00%

0.00%

9.78%

0.00%
18.75%
20.26%
25.88%

5.83%
24.81%
25.90%
22.81%

9.95%
21.29%
28.66%
33.82%
10.55%

9.76%
25.64%

6.53%
22.17%
38.02%
33.05%
34.49%
25.73%
12.75%
13.61%

2.82%
26.70%

7/27/2009/ Zilpy/
AFE

2k Census

Estimated Median

Rent

$1,326
51,839
$1,346
51,413
$1,293
51,842
$2,069
52,068
$1,559
$1,313
51,856
$1,384
$1,326
$1,269
51,167
$1,981
51,373
$1,537
51,900
51,053
$2,220
51,731
$2,070
$1,950
$2,554
$1,457
51,130
$1,153
$1,820
$1,284
$1,532
51,367
$1,290
$1,828
$1,294
$2,387
$1,403
$1,339
51,615
$1,658
$1,339
51,549
$1,348
51,974
$1,600

Zilpy

7/27/2009

Avg sgft

1,151
1,569
N/A
1,097
1,005
1,388
1,879
1,772
N/A
1,133
1,735
1,129
954
1,077
976
N/A
1,293
999
2,090
N/A
1,166
1,256
1,732
1,768
1,620
1,128
925
1,018
1,377
1,125
N/A
1,176
1,271
1,594
N/A
1,240
N/A
1,039
1,273
1,468
1,039
1,314
1,296
1,065
1,352
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$1.15 405
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51.29 989
$1.29 927
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$1.10 112
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N/A N/A
$1.16 1083
$1.07 54
$1.23 1440
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$1.20 1352
$1.10 100
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$1.01 541
$1.15 311
N/A N/A
$1.92 1757
N/A  N/A
$1.29 1816
51.27 842
$1.13 1112
$1.29 1816
5118 572
$1.04 386
51.85 31
$1.18 1005

SANDAG

1/1/2008

Total Pepulation

28200

8675
46105
24081
25611
55392

1577
59137

7967

4177

3215
11199
29801
37925
14147
14376
44370
58287
63498
55075
48070
51573
51755
47089
19426

3560
40006
43043
42474
54023
56269

51171
36155
10506
48182

SANDAG

2k Census

Total Acres

93048.2

12249.2
45615.6
3655.5
63264.5
6411.8
2703.1
2476.4
5427.6
76287.1
7557.4
7459.3
10477.2
435161.8
1471.4
12369.7
11954.6

4106.4
19510.3
7386.1
18724.1
11994.8
15153.2
23634.7
56986.8
75099.2
15476.4
262588.7
8389.5
48992.3
8419.1
7959.8
10548.5

26476.1
114307.6
15398.6
16487.9

2k Census SANDAG

Estimated Vacant
Usable Acres/ Total

SANDAG

Residential density 2k Census
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hfo oo = BN

13.2
0.3
4.6
3.1
6.2

104
0.5
5.7

0.3
0.5
7.9
6.8
6.1
n/a
4.1
2.5
6.1
3.2
4.2
2.6
1.9
1.6
0.6
1.5
0.5
5.9
2.2

6.3
6.6
n/a
2.2
0.5
0.4
3.8

SANDAG

2k Census

Employment

density

=
e
R Ln

7.3
15.2
12.7
22.9

4.7

3.3

9.7
1.8
28.6
29.3
25.1
16.9
3.5
14.4
6.3
2.5
1.2
35.8
17.5
10.5
n/a
17
6.3
18.1
20.1
20.4
20.3
7.2
4.5
8.9
23
1.4
28.1
13.7
14.9
14.9
8.7
n/a

14.1
5.2
3.6
16.4

SANDAG

o ) ‘
1 Total Housing Units  1/1/2008

6650
1331
27267
24906
12528
3808
7012
703
9849
2905
19281
10870
8816
16156
715
19400
2878
1654
2820
4653
12220
15131
5752
6680
15628
21215
23333
21247
15004
18502
16749
16732
7429
2085
20036
15349
16878
19918
19149
n/a

16334
11746
4011
13950

SANDAG

1/1/2008

% of vacant
Housing Units

[l
Wi
-
2 R

13.52%
2.58%
2.69%
3.32%
5.83%
4.44%

18.49%
4.80%
3.37%
3.11%
2.47%
2.67%
2.77%

16.78%
2.70%
2.81%
7.86%

50.67%
3.70%
5.05%
6.69%
4,45%
9.01%
2.58%
2.88%
3.71%
4,20%
3.23%
4.03%
2.59%
5.07%
3.20%

36.64%
9.68%
3.49%

10.75%
2.89%
3.36%

nfa
1.57%
2.86%

10.22%

4.14%

SANDAG

2k Census

% of housing units:

g~
2 % SFH

78%
55%
55%
74%
97%
99%
83%

87%
65%
47%
74%
54%
98%
71%
53%
75%
63%
75%
61%
7%

78%
T0%
44%
46%
4%
56%
59%
61%
73%
70%
87%
61%
61%
46%
78%
T7%
nfa
80%
31%
98%
59%
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92111 Linda Vista
92113 Logan Hts
92114 Encanto
92115 College

92116 Kensington, Normal His

92117 Clairemont
92118 Coronado
92119 San Carlos

92120 Allied Gardens, Del Cerro

92121 Sorrento Val.
92122 University Cty
92123 Serra Mesa
92124 Tierrasanta
92126 Mira Mesa
92127 Rancho Bernardo W
92128 Rancho Bernardo E
92129 Penasquitos
92130 Carmel Valley
92131 Scripps Rch
92139 Paradise Hills
92154 Nestor
92173 San Ysidro
Average/Total
Average
R
R Squared
Ranked R Squared
Largest Value
Median
Smallest Value
Standard Deviation
Variance

317,500
116,662
187,237
217,211
283,220
361,070
996,104
320,884
323,930
596,286
354,986
292,093
426,481
299,873
544,583
419,119
429,828
691,223
528,611
181,007
239,747
177,556
392,124

W W W W A W D W e W W W 0 0 0 0 e 0 e

1.00
1.00

2527659.57
312979.02
116662.05
314528.01

100105578951

1.64  $255
.00 $139
126 $152
119 $233
130 $335
1.65 $323
1.50 %871
146  $234
139 $244
1.89  $316
112 $322
142 $264
158  $278
1.50  $242
200 $276
161 $269
151 5268
1.55 5360
1.56 %279
115 $136
154  $151
117 $145
145 273
0.70  0.74
0.49 055

3 2
2.58 870.50
1.44 229.00
0.88 135.50
0.31 141.59

0 20289

4.00
7.70
7.40
4.90
7.70
1.60
0.50
2.20
1.80
2.20
2.10
3.50
2.00
3.20
3.00
1.80
3.00
1.10
1.80
9.30
8.00
12.30
4.90

-0.45
0.20
10
13.80
4,70
0.40
3.11
10

62
72
68
63
56
146
37
75

76
75
77
69
74
69
59
62
63
74
74
86
82

0.24
0.06
22
200.00
75.00
44.71
24.83
624

146
166
417
290
177
200
77
93
129
21
147
121
79
306
252
327
203
235
162
273
509
135
15,815

-0.29
0.09
13
15815
166.00
9.00
121.44
14923

141
134
283
235
165
144
319
93
133
23
162
87
62
230
335
326
200
502
189
179
346
24
18673

0.27
0.07
17
18673
203.75
0.00
135.56
18595

24.11%
22.47%
35.34%
30.28%
28.48%
32.06%

6.59%
33.51%
21.89%

0.00%
19.20%
26.44%
25.81%
34.35%
23.58%
25.50%
31.50%
10.56%
20.16%
30.73%
34.10%

0.00%
20.42%

-0.44
0.19
11
0.65
0.22
0.00
0.12
0

$1,497
$1,184
$1,516
51,547
$1,226
51,487
$2,217
$1,693
$1,529
$1,755
51,669
$1,654
$1,629
$1,471
$2,262
$1,775
$1,902
52,242
$1,828
$1,393
51,501
$1,282
51,627

0.62
0.39

4
3803.63
1534.56
1053.08
411.55
171393

1,089

983
1,317
1,059

875
1,000
1,255
1,223
1,251
1,154
1,033
1,134
1,250
1,045

N/A

1,314
1,484
1,370
1,291
1,110
1,293

980
1,226

0.14
0.02

29
2125.49
1150.97
836.05
276.94
77721

$1.37
$1.21
$1.15
51.46
$1.40
$1.49
$1.77
$1.38
$1.22
$1.52
5161
$1.46
$1.30
$1.41
N/A
$1.35
$1.28
51.64
$1.42
$1.26
$1.16
$1.31
51.33

0.55
0.31

]
192
1.29
0.91
0.22

0

1011
459
396

2178

2139

1218

511
618
212

1628
774
435

1269

N/A

1350
807

1374

-0.13
0.02

30
3643.00
786.00
31.00
683.26

48997
52266
68297
60353
33703
53138
18345
24147
26771
3314
41790
27386
29481
77433
39095
49366
52686
46848
33431
37892
81983
29091
3016912
35916
-0.33
0.11

12
3016912.00
37892.00
986.00
20336.95

5591.2
3205.6
52683.2
4248.8
2097.4
5595.9
6005.1
3701.2
4128
7821.3
3406.5
5030.1
8628
6306
14606.7
7370.3
9296.2
11937.5
6148.1
2276.2
29680.8
2515.5
1979935.9
24146
-0.14
0.02

28
1979935.90
7821.30
276.90
57513.23

473071 418574693 3348608735

1.77%
4.77%
2.82%
1.06%
0.47%
0.42%
0.25%
0.48%
1.04%
6.55%
5.40%
4.96%
2.43%
7.82%
21.84%
2.50%
5.98%
20.05%
6.37%
0.70%
16.62%
9.37%
12.81%

-0.08
0.01
32
0.46
0.09
0.00
0.12

9.8
13.2
5.3
9.6
16.7
7.6
12.8
7.1
6.1
10.6
12
8.8
8.8
5.1
4.5

6.3
7.2

7.9
7.9

8.02

-0.04
0.00
37
94.50
6.60
0.20
10.50
120

30.4
26.8
10.4
29.7
58.2
18.7
18.2
8.5
22.3
29.7
36.3
33.7
7.9
25
271
12.8
10.5
17.5
26.7
10.5
7.3
28.3
18.55

-0.05
0.00
36
82.70
16.90
1.20
13.79

18074
12974
17698
22394
16778
21181
9458
9768
11154
1683
20859
10430
11434
23840
12928
20957
17449
13318
12068
10610
20738
7576
1110399
13219
-0.24
0.06
23
1110399
13867
564
6914

192 48379770

1.70%
5.04%
2.01%
2.55%
2.80%
0.93%
18.64%
0.77%
1.29%
3.39%
6.32%
2.91%
3.80%
1.38%
4.01%
3.20%
0.86%
7.18%
1.13%
0.76%
2.81%
3.84%
5.70%

0.09
0.01
31
0.51
0.03
0.01
0.07
0

59%
63%
88%
50%
42%
70%
56%
73%
7T%
56%
39%
58%
70%
63%
58%
70%
76%
76%
33%
78%
63%
39%
65%

0.27
0.07
19
0.99
0.65
0.06
0.18
0
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Exhibit 2: R and R Squared

Exhibit 2
The Pearson product-moment correlation coeffic{egnts a measure of the correlation (linear
dependence) between two variabkeandy, giving a value between +1 and 1 inclusive. ltas
measure of the strength of linear dependence bativaevariables. For r values between -1 and
0, the degree of strength is an inverse relatigngfor r values between 0 and +1, the degree of
strength is a positive relationship. An r valueDahdicates no linear relationship and an r value
of 1 or -1 indicates the two variables are perfectrrelated. For example, the number of
housing unit growth per year is positively corretatvith the number of building permits finaled
per year. Transversely, the rate of unemploymenthe building industry per year and the
number of building permits finaled per year areaiegly correlated. Alternatively, there is no
(O) correlation between number of building pernfitealed per year and the number of pizzas
sold per year in a given region. Two variableg #ra perfected correlated (+1) would be the
years in the twenty-first century and the yearthatwentieth century.

In statistics, the coefficient of determinationsquared, is simply the square of r as discussed
previously. Itis used in the context of statigtimodels whose main purpose is the prediction of
future outcomes on the basis of other related mé&tion. It is the proportion of variability in a
data set that is accounted for by the statisticadleh It provides a measure of how well future
outcomes are likely to be predicted by the modehe values vary from 0 to 1. An r squared
value of +1 indicates that the regression lineguly fits the data and a prediction can be made
with 100 percent accuracy for future outcomes amd aquared value of O indicates that the
regression line does not fit the data and a pnedictsing the regression line will not be

accurate.

The graph below analyzes two variables from thiglyt 2008 Estimated Median Household
Income and YTD Median Price. The diamond shapedtpaepresent data for each ZIP code.
For instance, the lonely point in the upper rigamnéh corner represents the community of Rancho
Santa Fe in ZIP code 92091 where the YTD MediacePior a home is $2,527,660 and the
Median Household Income is $159,464 annually. Mexlian Household Income has the
strongest (closest to 1) correlation with YTD MedRrice out of all of the variables analyzed.
This line across the graph is the regression lifbkis line is used to predict future values. For
instance, if you have a community with a Median s&hold Income of $120,000 annually,
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using the regression line, it is predicted that YWD Median Price for housing in this
community would be approximately $1.5 million. bgithe equation given in the graph (y =
0.0568x + 34096), where x is the YTD Median Pricel & is the Median Household income,
$120,000 can be replaced with y to obtain an xe/&f1$1,512,394. The r squared value for
these two variables is 0.7032. This relationskiphown graphically below because the majority
of the data points are not on the line (not pelfembrrelated). Most of them are slightly above
or below the line. In this case, the predictior$tf5 million is an estimate and more than likely
the actual value would be $1.5 million give or takiew $100,000.

Example:

Figure 17
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Exhibit 3: Selected Housing Variable Data

Exhibit 3
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Exhibit 4: Cash Flow Calculator

Exhibit 4
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Exhibit 5: Value at Time of Sale

Exhibit 5
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Exhibit 6: Investment Predictor Outputs
Exhibit 6
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