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EXECUTIVE SUMMARY

AEI Consultants (AEI) was retained by The Dewey Group to conduct a Phase I Environmental
Site Assessment (ESA), in conformance with the scope and limitations of ASTM Standard
Practice E1527-05 and the Environmental Protection Agency Standards and Practices for All
Appropriate Inquiries (40 CFR Part 312) for the property located at Harford Drive in an
unincorporated area of San Luis Obispo County, California, known as Avila Beach. Any
exceptions to, or deletions from, this practice are described in Section 1.2 of this report.

Property Description

The subject property is located on the north side of Harford Drive in a mixed residential and
undeveloped area of Avila Beach. The property totals approximately 22-acres and is
undeveloped.

Based on a review of historical sources, the subject property has never been developed.

The immediately surrounding properties consist of a residence to the north, the San Luis Bay Inn
to the east, undeveloped land to the west, and a coastal bluff to the south.

Based upon topographic map interpretation, the direction of groundwater flow beneath the
subject property is inferred to be to the south-southeast, and present at a depth of approximately
55 feet below ground surface (bgs).

Findings

Recognized environmental conditions (RECs) are defined by the ASTM Standard Practice
E1527-05 as the presence or likely presence of any hazardous substances or petroleum products

on a property under conditions that indicate an existing release, a past release, or a material
threat of a release of any hazardous substances or petroleum products into structures on the
property or into the ground, groundwater, or surface water of the property. AEI’s investigation
has revealed the following recognized environmental conditions associated with the subject
property or nearby properties:

e No on-site recognized environmental conditions were identified during the course of this
investigation.

Historical recognized environmental conditions (HRECs) are defined by the ASTM Standard

Practice E1527-05 as an environmental condition which in the past would have been considered
a recognized environmental condition, but which may or may not be considered a recognized
environmental condition currently. AEID’s investigation has revealed the following historical
recognized environmental conditions associated with the subject property or nearby properties:

e No on-site historical recognized environmental conditions were identified during the course
of this investigation.
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Environmental issues include environmental concerns identified by AEI that warrant discussion
but do not qualify as recognized environmental conditions, as defined by the ASTM Standard
Practice E1527-05. AEID’s investigation has revealed the following environmental issues
associated with the subject property or nearby properties:

o No on-site environmental issues were identified during the course of this investigation.

Conclusions, Opinions, and Recommendations

We have performed a Phase I Environmental Site Assessment for the property located at Harford
Drive in the City of Avila Beach, San Luis Obispo County, California, in conformance with the
scope and limitations of ASTM Standard Practice E1527-05 and the Environmental Protection
Agency Standards and Practices for All Appropriate Inquiries (40 CFR Part 312). Any
exceptions to, or deletions from, this practice are described in Section 1.2 of this report. This
assessment has revealed no evidence of recognized environmental conditions in connection with
the property. AEI recommends no further investigations for the subject property at this time.
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1.0 INTRODUCTION

This report documents the methods and findings of the Phase I Environmental Site Assessment
(ESA) performed in conformance with the scope and limitations of ASTM Standard Practice
E1527-05 and the Environmental Protection Agency Standards and Practices for All Appropriate
Inquiries (40 CFR Part 312) for the property located at Harford Drive in the City of Avila Beach,
San Luis Obispo County, California (Figure 1: Site Location Map, Figure 2: Site Map, and
Appendix A: Property Photographs).

1.1 Scope of Work

The purpose of the Phase I Environmental Site Assessment is to identify potential environmental
liabilities associated with the presence of hazardous materials, their use, storage, and disposal at
and in the vicinity of the subject property, as well as regulatory non-compliance that may have
occurred at the subject property. Property assessment activities focused on: 1) a review of
federal, state, tribal and local databases that identify and describe underground fuel tank sites,
leaking underground fuel tank sites, hazardous waste generation sites, and hazardous waste
storage and disposal facility sites within the ASTM approximate minimum search distance; 2) a
property and surrounding site reconnaissance, and interviews with the past and present owners
and current occupants and operators to identify potential environmental contamination; and 3) a
review of historical sources to help ascertain previous land use at the site and in the surrounding
area.

The goal of AEI Consultants in conducting the environmental site assessment was to identify the
presence or likely presence of any hazardous substances or petroleum products on the property
that may indicate an existing release, a past release, or a material threat of a release of any
hazardous substance or petroleum product into the soil, groundwater, or surface water of the

property.

1.2 Significant Assumptions

The following assumptions are made by AEI Consultants in this report. AEI Consultants relied
on information derived from secondary sources including governmental agencies, the client,
designated representatives of the client, property contact, property owner, property owner
representatives, computer databases, and personal interviews. Except as set forth in this report,
AEI Consultants has made no independent investigation as to the accuracy and completeness of
the information derived from secondary sources including government agencies, the client,
designated representatives of the client, property contact, property owner, property owner
representatives, computer databases, or personal interviews and has assumed that such
information is accurate and complete. AEI Consultants assumes information provided by or
obtained from governmental agencies including information obtained from government websites
is accurate and complete. Groundwater flow and depth to groundwater, unless otherwise
specified by on-site well data, or well data from adjacent sites are assumed based on contours
depicted on the United States Geological Survey topographic maps. AEI Consultants assumes
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the property has been correctly and accurately identified by the client, designated representative
of the client, property contact, property owner, and property owner’s representatives.

1.3 Limitations

Property conditions, as well as local, state, tribal and federal regulations can change significantly
over time. Therefore, the recommendations and conclusions presented as a result of this study
apply strictly to the environmental regulations and property conditions existing at the time the
study was performed. Available information has been analyzed using currently accepted
assessment techniques and it is believed that the inferences made are reasonably representative
of the property. AEI Consultants makes no warranty, expressed or implied, except that the
services have been performed in accordance with generally accepted environmental property
assessment practices applicable at the time and location of the study.

Considerations identified by ASTM as beyond the scope of a Phase I ESA that may affect
business environmental risk at a given property include the following: asbestos-containing
materials, radon, lead-based paint, lead in drinking water, wetlands, regulatory compliance,
cultural and historic resources, industrial hygiene, health and safety, ecological resources,
endangered species, indoor air quality, mold, vapor intrusion, and high voltage lines. These
environmental issues or conditions may warrant assessment based on the type of the property

transaction; however, they are considered non-scope issues under ASTM Standard Practice
E1527-05.

If requested by the client, these non-scope issues are discussed in Section 6.2. Otherwise, the
purpose of this investigation is solely to satisfy one of the requirements for qualification of the
innocent landowner defense, contiguous property owner or bona fide prospective purchaser
under the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA). ASTM Standard Practice E1527-05 and the EPA Standards and Practices for All
Appropriate Inquiries (40 CFR Part 312) constitute the “all appropriate inquiry into the previous
ownership and uses of the property consistent with good commercial or customary practice” as
defined in:

1) 42U.S.C § 9601(35)(B), referenced in the ASTM Standard Practice E1527-05.

2) Sections 101(35)(B) (ii) and (iii) of CERCLA and referenced in the EPA
Standards and Practices for All Appropriate Inquiries (40 CFR Part 312).

3) 42 U.S.C. 9601(40) and 42 U.S.C. 9607(q).

The Phase I Environmental Site Assessment is not, and should not be construed as, a warranty or
guarantee about the presence or absence of environmental contaminants that may affect the
property. Neither is the assessment intended to assure clear title to the property in question. The
sole purpose of investigation into property title records is to ascertain a historical basis of prior
land use. All findings, conclusions, and recommendations stated in this report are based upon
facts, circumstances, and industry-accepted procedures for such services as they existed at the
time this report was prepared (i.e., federal, state, and local laws, rules, regulations, market
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conditions, economic conditions, political climate, and other applicable matters). All findings,
conclusions, and recommendations stated in this report are based on the data and information
provided, and observations and conditions that existed on the date and time of the property visit.
Responses received from local, state, or federal agencies or other secondary sources of
information after the issuance of this report may change certain facts, findings, conclusions, or
circumstances to the report. A change in any fact, circumstance, or industry-accepted procedure
upon which this report was based may adversely affect the findings, conclusions, and
recommendations expressed in this report.

1.4 Data Gap and Data Failure

According to ASTM E1527-05, data gaps occur when the Environmental Professional is unable
to obtain information required, despite good faith efforts to gather such information.

Data failure is one type of data gap. According to ASTM E1527-05 “data failure occurs when
all of the standard historical sources that are reasonably ascertainable and likely to be useful
have been reviewed and yet the objectives have not been met”. Pursuant to ASTM Standards,
historical sources are required to document property use back to the property’s first developed
use or back to 1940, whichever is earlier.

No data gaps were identified during the course of this investigation.

1.5 Reliance

This investigation was prepared for the sole use and benefit of The Dewey Group, Beachport
Resort, LLC and First Regional Bank. Neither this report, nor any of the information contained
herein shall be used or relied upon for any purpose by any person or entity other than The Dewey
Group, Beachport Resort, LLC and First Regional Bank.
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2.0 SITE AND VICINITY DESCRIPTION

2.1 Site Location and Description

The subject property is located in an unincorporated area of San Luis Obispo County, known as
Avila Beach. The subject property is approximately 22-acres in size and is undeveloped.

The Assessor’s Parcel Number (APN) for the subject property is 076-174-009. Although the
subject property is undeveloped, heating and cooling systems in the area of the subject property
are fueled by natural gas and electricity provided by Pacific Gas and Electric (PG&E). Potable
water and sewage disposal are provided by municipal services.

Refer to Figure 1: Site Location Map, Figure 2: Site Map, and Appendix A: Property
Photographs for site location.

2.2 Site and Vicinity Characteristics

The subject property is located in a mixed residential and undeveloped area of Avila Beach. The
immediately surrounding properties consist of a residence to the north, the San Luis Bay Inn
(3254 Avila Beach Drive) to the east, undeveloped land to the west, and a coastal bluff to the
south.

2.3 Geology and Hydrogeology

According to information obtained from the US Geological Survey (USGS), the area
surrounding the subject property is underlain by soils of the Pismo formation. Based on a review
of the USDA Soil Survey for the area of the subject property, the soils in the vicinity of the
subject property are classified as the Miocene Series. Soils from this series are characterized as
massive, white to tan, calcareous, arkosik sandstone.

Based on a review of the USGS Pismo Beach, California Quadrangle Topographic Map, the
subject property is situated approximately 323 feet above mean sea level, and the local
topography gently slopes toward the south-southeast with an adjacent cliff to the south. The
nearest surface water is the San Luis Obispo Bay, located approximately 545 feet to the south.
Based upon topographic map interpretation, the direction of groundwater flow beneath the
subject property is inferred to be to the south-southeast. Based on information obtained from
nearby groundwater monitoring, the depth to groundwater in the vicinity of the subject property
is expected to be encountered at approximately 55 feet below ground surface (bgs).
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3.0 HISTORICAL REVIEW OF SITE AND VICINITY

According to historical sources, the subject property has always been undeveloped. No potential
environmental concerns were identified in association with the current or historical use of the
subject property.

3.1 Aerial Photograph Review

On November 21, 2007, AEI Consultants reviewed aerial photographs of the subject property
and surrounding area. Aerial photographs were reviewed for the following years:

Date: 1939 Date: 1971
Scale: 17= 500’ Scale: 17=666"
Date: 1949 Date: 1989
Scale: 17= 500’ Scale: 17=666"
Date: 1956 Date: 1994
Scale: 17=500° Scale: 17=666"
gj:fe:_ 1229500, Date: 2002

’ Scale: 17=666"

In the 1939 aerial photograph the subject property is undeveloped. A residence and associated
buildings are visible on the property adjacent to the north. The property adjacent to the east is
used for agricultural purposes and is developed with a small rural residence and associated
buildings. An unpaved road does go through the property, allowing access to the north adjacent
property’s residence.

No significant changes were noted on the subject property or adjacent properties in the 1949 and
1956 aerial photographs.

In the1969 aerial photograph the subject property is undeveloped. The adjacent property to the
east has been redeveloped with a large building. Grading around the building indicates the
property is still in the process of development.

In the 1971 aerial photograph, no significant changes were noted on the subject property. The
adjacent property to the east has developed three parking lots in the southeast corner of the

property.

No significant changes were noted on the subject property or adjacent properties in the 1989 and
1994 aerial photographs.

In the 2002 aerial photograph the subject property remains undeveloped. The adjacent property
to the east has added several buildings to the northwest corner of the property.
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If available, high-quality copies of reviewed aerial photographs are included as Figure 3.

3.2 Regulatory Agencies

Local and state agencies, such as environmental health departments, fire prevention bureaus, and
building and planning departments are contacted to identify any current or previous reports of
hazardous materials use, storage, and/or unauthorized releases that may have impacted the
subject property. In addition, information pertaining to Activity and Use Limitations (AULs),
defined as legal or physical restrictions, or limitations on the use of, or access to, a site or
facility, is requested. Specifically AULs are comprised of engineering controls (EC) and
institutional controls (IC).

Engineering Controls are defined as physical modifications to a site or facility to reduce or
eliminate the potential for exposure to hazardous substances or petroleum products in the soil or
ground water on the property. Institutional Controls are defined as a legal or administrative
restriction on the use of, or access to, a site or facility to 1) reduce or eliminate the potential for
exposure to hazardous substances or petroleum products in the soil or ground water on the
property, or 2) to prevent activities that could interfere with the effectiveness of a response
action, in order to ensure maintenance of a condition of no significant risk to public health or the
environment,

3.2.1 Health Department

On November 16, the San Luis Obispo County Public Health Department (SLOCPHD) was
contacted to review files on the subject property. Files at the SLOCPHD may contain
information regarding hazardous materials storage, as well as information regarding
unauthorized releases of petroleum hydrocarbons or other contaminants that may affect the soil
or groundwater in the area.

No information indicating current or prior use or storage of hazardous materials, or the existence
of AULs was on file for the subject property with the SLOCPHD.

3.2.2 Fire Department

On November 15, 2007, the San Luis Obispo County Fire Department (SLOCFD) was contacted
for information on the subject property to identify any evidence of previous or current hazardous
material usage.

No information indicating current or prior use or storage of hazardous materials, or the existence
of AULs was on file for the subject property with the SLOCFD.
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3.2.3 Building Department

On November 21, 2007, the San Luis Obispo County Planning and Building Department
(SLOCPBD) was contacted for information on the subject property in order to identify historical
tenants and property use. Please refer to the following table for a listing of permits reviewed:

Building Permits Reviewed

Year(s) Owner/Applicant Description of Permit / Building Use
1979 San Luis Bay Estates Inc. Deed
1986 San Luis Bay L'TD PTP Ownership change
1989 San Luis Bay Estates Holding Co. Ownership change
1990 Metchik, Paul G. Ownership change
Young, Duane F.
Rossi, Rob (aka Robin L)
1990 Young, Sharon Deed transfer from Duane Young to Sharon Young
Metchik, Paul G.
Rossi, Rob (aka Robin L)
1990 San Luis Estates Install ag. well 10HP pump
1992 Rossi, Ron Ownership transfer from Duane Young to Ron Rossi
1993 Rossi, Ron Ownership transfer from Paul G. Metchik to Ron Rossi
1994 Diablo Canyon Corporation Transfer notice from Luigi Marre Land and Cattle
Company to Diablo Canyon Corporation
1994 Pacific Meridian Corporation Lease transfer from Luigi Marre Land and Cattle
Company to Pacific Meridian Corporation
1999 Young, Duane Deed transfer from Sharon Young to Duane Young
1999 Rossi, Robin L. Ownership transfer from Duane Young to Robin L.
Rossi Living Trust
1999 Rossi, Rob Deed transfer from Laurie K. Rossi to Rob Rossi
Rossi, Rob Ownership change from Duane Young to Rob Rossi
1997 San Luis Estates Withdrawn application for condominium development
San Luis Estates Denied permit for business license zoning clearance for
concerts/festivals/ live entertainment
2005 San Luis Estates On-site pre application meeting
2007 San Luis Estates 22.6 acre site pre-application

The Building Department file review traced the history of the subject property back to 1979
when a deed was first created for San Luis Bay Estates Inc. Since 1979 the ownership of the
land has transferred between various individuals. Currently Mr. Rob Rossi owns one-hundred
percent of the subject property that is planned for development as a beach resort. Despite the
above permit recording the installation of an agricultural well pump in 1990, it was noted during
the site reconnaissance that no agricultural well currently exists on the subject property.

3.2.4 Planning Department

On November 15, 2007, the SLOCPBD was contacted for information on the subject property in
order to identify AULs associated with the subject property.
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No information indicating the existence of AULs was on file for the subject property with the
SLOCPBD.

3.2.5 Department of Oil and Gas

Department of Qil and Gas (DOG) maps concerning the subject property and nearby properties
were reviewed. DOG maps contain information regarding oil and gas development.

According to the DOG map, there are no oil or gas wells within 500 feet of the subject property.
No environmental concerns were noted during the DOG map review.

3.3 Sanborn Fire Insurance Maps

Sanborn Fire Insurance maps were developed in the late 1800s and early 1900s for use as an
assessment tool for fire insurance rates in urbanized areas. A search was made of Environmental
Data Resources’ collection of Sanborn Fire Insurance maps on November 14, 2007.

Sanborn map coverage was not available for the subject property.

3.4 City Directories

Due to the lack of a physical address or historical address for the subject property, AEI was
unable to conduct a search of historic city directories for the subject property.
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4,0 INTERVIEWS AND USER PROVIDED INFORMATION

4.1 Interviews

Pursuant to ASTM E1527-05, the following interviews were performed during this investigation
in order to obtain information indicating RECs in connection with the subject property.

4.1.1 Interview with Owner

The subject property owner, Mr. Robert Rossi, was not aware of any pending, threatened, or past
litigation relevant to hazardous substances or petroleum products in, on, or from the subject
property; any pending, threatened, or past administrative proceedings relevant to hazardous
substances or petroleum products in, on, or from the subject property; or any notices from a
governmental entity regarding any possible violation of environmental laws or possible liability
relating to hazardous substances or petroleum products.

4.1.2 Interview with Report User

The report user, Mr. John Dewey of The Dewey Group, was not aware of any pending,
threatened, or past litigation relevant to hazardous substances or petroleum products in, on, or
from the subject property; any pending, threatened, or past administrative proceedings relevant
to hazardous substances or petroleum products in, on, or from the subject property; or any
notices from a governmental entity regarding any possible violation of environmental laws or
possible liability relating to hazardous substances or petroleum products.

4.1.3 Interview with Key Site Manager

The key site manager, Mr. Dan Rutledge of the property management company, was not aware
of any pending, threatened, or past litigation relevant to hazardous substances or petroleum
products in, on, or from the subject property; any pending, threatened, or past administrative
proceedings relevant to hazardous substances or petroleum products in, on, or from the subject
property; or any notices from a governmental entity regarding any possible violation of
environmental laws or possible liability relating to hazardous substances or petroleum products.

4.1.4 Past Owners, Operators and Occupants

Interviews with past owners and occupants regarding historical onsite operations were not
reasonably ascertainable and therefore, this constitutes a data gap. However, based on
information obtained from other sources including, historical aerial photographs, this data gap is
not expected to significantly alter the overall findings of this investigation.
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4.1.5 Interview with Others

Information obtained during interviews with local government officials is incorporated into the
appropriate segments of this section.

4.2 User Provided Information

User provided information is intended to help identify the possibility of RECs in connection with
the subject property. In addition, pursuant to ASTM E1527-05, the User completed the ASTM
User Questionnaire. Please refer to Appendix C: References for a copy of the questionnaire.

4.2.1 Title Records/Environmental Liens/AULs

The User did not provide any title records, AULs or documentation indicating environmental
liens encumbering the subject property or any information regarding previous uses or ownership
of the subject property that indicated recognized environmental conditions.

4.2.2 Specialized Knowledge

AEI was not informed by the User of any specialized knowledge or experience related to the
subject property or nearby properties.

4.2.3 Valuation Reduction for Environmental Issues

The User did not indicate to AEI any information to suggest that the valuation of the subject
property is significantly less than the valuation for comparable properties due to environmental
factors.

4.2.4 Commonly Known or Reasonably Ascertainable Information

The User did not inform AEI of any commonly known or reasonably ascertainable information
about that the subject property which aided AEI in identifying conditions indicative of a release
or threatened release.

4.2.5 Previous Reports and Other Provided Documentation

No prior reports or relevant documentation in association with the subject property were made
available to AEI during the course of this investigation.

Phase | Environmental Site Assessment AEI

Project No. 275971
November 29, 2007
Page 10



5.0 REVIEW OF REGULATORY AGENCY RECORDS

The following information was obtained through a search of electronically compiled federal,
state, county, and city databases provided by EDR. The database search includes regulatory
agency lists of known or potential hazardous waste sites, landfills, hazardous waste generators,
and disposal facilities in addition to sites under investigation. The information provided in this
report was obtained from publicly available sources. The locations of the sites listed in this
report are plotted with a geographic information system utilizing geocoding of site addresses.
The accuracy of these locations is generally +/- 300 feet. AEI's field representative has
attempted to confirm the locations of listings on or adjacent to the subject property. Refer to the
radius map (Appendix B: Regulatory Database Review Report) for the locations of the sites in
relation to the subject property.

5.1 Records Summary

SUBJECT ADJACENT

DATABASE REVIEWED PROPERTY PROPERTY
Identification as National Priorities List (NPL) “Superfund” site No No
Identification as a Federal Delisted NPL site No No
Identification as CERCLIS and/or CERCLIS/NFRAP site No No

Identification as hazardous waste handler and/or generator
(RCRA-TSD, LG-GEN and/or SM-GEN)

Identification as RCRA CORRACTS site No No

Identification in Federal Institutional Control/Engineering

Control Registries No N/A
Identification as an Emergency Response Notification Systems | No |‘ N/A
(ERNS) site | |
Identification as Historical State (Historical CalSites SPL/SCL) . N No
site ; T
Identification as an ENVIROSTOR site No No
Identification as SLIC Site No : No
Identification as solid waste landfill (SWLF) No No
Identification as HAZNET site ‘ No ‘ No
Identification as registered underground/aboveground storage No No
tanks (UST/AST)

Identification as leaking underground storage tanks (LUST) site No No
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DATABASE REVIEWED _PROPERTY _PROPERTY
Identification as a State DEED Restriction site No ‘ N/A
Identification as a State Voluntary Cleanup Program (VCP) site No No
Identification as Federal Land Use/Indian Lands of the U.S. sites No No
Identification as State/Tribal Brownfields site No No

The subject property was not identified during the regulatory database search.

5.2 Contaminant Migration

Migration of petroleum hydrocarbon or volatile organic compound (VOC) contamination is
generally via groundwater.  Therefore, only those contaminant release sites located
hydrologically upgradient relative to the subject property are expected to represent a potential
environmental concern to the subject property. Contaminated sites located hydrologically
downgradient of the subject property are not expected to represent a potential threat to the
groundwater quality beneath the subject property. Sites that are situated hydrologically cross-
gradient relative to the subject property are not expected to represent a concern unless close
proximity allows for the potential of lateral migration. As discussed in Section 2.3, groundwater
in the vicinity of the subject property is assumed to flow to the south-southeast.

5.3 Record Details

National Priovities List (NPL) is EPA's national listing of contaminated sites targeted for
cleanup because they pose a threat to human health and the environment. The Comprehensive
Environmental Response, Compensation, and Liability Act (CERCLA or Superfund) authorizes
and requires the EPA to investigate, categorize, and enforce the cleanup of hazardous waste sites
on the NPL. An NPL site on or near a particular property may threaten the environmental
integrity of the property or affect its marketability.

No sites within a 1-mile radius of the subject property were identified during the NPL database
search.

Federal Delisted NPL List consists of sites that no longer require further response actions as
determined by the EPA.

No sites within a ';-mile radius of the subject property were identified during the Delisted NPL
database search.

CERCLIS and CERCLIS/NFRAP List consists of sites that the EPA has investigated or is
presently investigating for release or threatened release of hazardous substances, which may be
subject to review in accordance with the terms and conditions of the Comprehensive
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Environmental Response, Compensation, and Liability Act of 1980 (CERCLA, also known as
Superfund). Sites listed on the “No Further Remedial Action Planned” (NFRAP) database are
sites where, following an initial investigation, no contamination was found, contamination was
removed quickly, or the contamination was not serious enough to require federal Superfund or
NPL consideration.

No sites within a Y%-mile radius of the subject property were identified during the
CERCLIS/NFRAP database search.

Resource Conservation and Recovery Act (RCRA) Program identifies and tracks hazardous
waste from the point of generation to the point of disposal. Information from the RCRA
database is divided into three categories: TSD, LG GEN and SM GEN. The TSD category is
searched to a 1-mile radius and tracks facilities which treat, store and/or dispose of hazardous
- waste. LG GEN, or large generators, are facilities that generate more than 1000 kg of hazardous
waste per month. SM GEN, or small generators, are facilities that generate between 100 and
1000 kg of hazardous waste per month. The LG-GEN and SM-GEN databases are searched up
to a '/g-mile radius from the subject property.

No sites within a 1-mile radius of the subject property were identified during the RCRA-TSD
database search.

No sites within a '/;-mile radius of the subject property were identified during the RCRA (LG-
and SM-GEN) database search.

CORRACTS is an EPA-maintained database of Resource Conservation and Recovery Act
(RCRA) facilities undergoing “corrective action”. A “corrective action order” is issued when
there has been a release of hazardous waste or constituents into the environment from a RCRA
facility. Corrective actions may be required beyond the facility’s boundary and can be required
regardless of when the release occurred, even if it predates RCRA.

No sites within a 1-mile radius of the subject property were identified during the CORRACTS
database search.

Federal Institutional Control (IC)/Engineering Control (EC) Registries consist of sites with
institutional controls (administrative measures such as land use restrictions, deed restrictions and
post remediation requirements intended to prevent exposure to contaminants remaining on site),
and engineering controls (physical methods to create pathway elimination for regulated
substances to enter environmental media or effect human health).

The subject property was not identified in the Federal IC/EC database search.

Emergency Response Notification Systems (ERNS) List is EPA’s database of emergency
response actions.

The subject property was not identified during the ERNS database search.
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Historical California Sites (CalSites) are provided by the California Environmental Protection
Agency (EPA), Department of Toxic Substances Control (DTSC) and include state equivalent
NPL (SPL) and CERCLIS (SCL) sites. The CalSites database contains potential or confirmed
hazardous substance release properties. In 1996, California EPA reevaluated and significantly
reduced the number of sites in the CalSites database. The database is no longer updated by the
state agency and has been replaced by EnviroStor.

No sites within a 1-mile radius of the subject property were identified during the Historical
CalSites database search.

ENVIROSTOR is a database maintained by the DTSC Site Mitigation and Brownfields Reuse
Program, which identifies sites that have known contamination or sites for which there may be
reasons to investigate further. The database includes the following site types: Federal Superfund
sites (NPL); States Response, including Military Facilities and State Superfund; Voluntary
Cleanup; and School sites. EnviroStor provides similar information to the information that was
available in CalSites, and provides additional site information, including, but not limited to,
identification of formerly contaminated properties that have been released for reuse, properties
where environmental deed restrictions have been recorded to prevent inappropriate land uses,
and risk characterization information that is used to assess potential impacts to public health and
the environment at contaminated sites.

No sites within a 1-mile radius of the subject property were identified during the Envirostor
database search.

SLIC sites are provided by the Regional Water Quality Control Board (RWQCB). This list
includes sites that have recorded spills, leaks, investigations, and cleanups.

No sites within a '/g-mile radius of the subject property were identified during the SLIC database
search.

Solid Waste Landfills (SWLF) is a database generated by the State of California Solid Waste
Information System (SWIS), which includes active and inactive landfills and transfer stations
within the state maintained by the California Integrated Waste Management Board.

No sites within a 2-mile radius of the subject property were identified during the SWLF
database search.

HAZNET Sites database consists of data that is extracted from the copies of hazardous waste
manifests received each year by the DTSC.

The subject property was not identified during the HAZNET database search.

Underground/Aboveground Storage Tanks (UST/AST) List is a comprehensive listing of
registered underground and aboveground storage tanks located within the State of California.
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No sites within a Y-mile radius of the subject property were identified during the UST/AST
database search.

Leaking Underground Storage Tanks (LUST) List is a list produced by the Regional Water
Quality Control Board (RWQCB) of known sites with current or former leaking underground
storage tanks on the premises.

No sites within a %-mile radius of the subject property were identified during the LUST database
search.

State _Deed Restriction (DEED) List is maintained by the DTSC Site Mitigation and
Brownfields Reuse Program (SMBRP) and Hazardous Waste Management Program (HWMP).
The SMBREP list includes sites cleaned up under the program’s oversight and generally does not
include current or former hazardous waste facilities that required a hazardous waste facility
permit. The list represents deed restrictions that are active. The HWMP has developed a list of
current or former hazardous waste facilities that have a recorded land use restriction at the local
county recorder’s office. The land use restrictions on this list were required by the DTSC
HWMP as a result of the presence of hazardous substances that remain on site after the facility
(or part of the facility) has been closed or cleaned up. The types of land use restriction include
deed notice, deed restriction, or a land use restriction that binds current and future owners.

The subject property was not identified during the DEED database search.

State Voluntary Cleanup Program (VCP) Sites are incorporated in the DTSC SMBRPD
database which identifies sites that have known contamination, or those properties undergoing
voluntary investigation and/or cleanup and which are listed in the VCP program.

No sites within a %-mile radius of the subject property were identified during the State VCP
database search.

Federal Land Use/Indian Lands of the U.S. is a database of areas administered by the Bureau
of Indian Affairs which include areas of 640 acres or more. Included in the database are
Federally-administered lands within a reservation which may or may not be considered part of
the reservation. Hazardous materials use/storage permits, LUSTs and USTs on Indian Lands
may also be incorporated in the State database listings.

No sites within a “-mile radius of the subject property were identified during the Federal Land
Use/Indian Lands Use database search.

State/Tribal Brownfields is a database of abandoned or underused industrial and/or commercial
properties that are contaminated (or thought to be contaminated) and have an active potential for
redevelopment. Various states do not have specific Brownfields programs, and thus the
information may also be incorporated in the State database listings.
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No sites within a %-mile radius of the subject property were identified during the Brownfields
database search.

Phase | Environmental Site Assessment AE I

Project No. 275971
November 29, 2007
Page 16



6.0 SITE INSPECTION AND RECONNAISSANCE

On November 26, 2007, a site reconnaissance of the subject property and adjacent properties was
conducted by Ms. Kimberly Spalding of AEI in order to obtain information indicating the
likelihood of recognized environmental conditions at the subject property and adjacent properties
as specified in ASTM Standard Practice E1527-05 §8.4.2, 8.4.3 and 8.4.4.

6.1 On-Site Observations

Identified Observation

s
53

Hazardous Substances and/or Petroleum Products in Connection with Property Use
Aboveground & Underground Hazardous Substance or Petroleum Product Storage Tanks
(ASTs/USTs)

Hazardous Substance and Petroleum Product Containers and Unidentified Containers not
in Connection with Property Use

Unidentified Substance Containers

Electrical or Mechanical Equipment Likely to Contain Fluids
Interior Stains or Corrosion

Strong, Pungent or Noxious Odors

Pools of Liquid

Drains, Sumps and Clarifiers

Pits, Ponds and Lagoons

Stained Soil or Pavement

Stressed Vegetation

Solid Waste Disposal or Evidence of Fill Materials
Waste Water Discharges

Wells

Septic Systems

Other

Oooooooooooodo o oo
KHXHXRKRKXKXKKK K K XZ

None of the above listed items were observed during the site inspection. The subject property is
currently undeveloped. No hazardous materials or petroleum products are utilized on-site.
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6.2 Non-ASTM Services

Building Components

In general, building components that are in good condition are not expected to represent a health
and safety concern to the occupants of a property. Based on the undeveloped status of the
subject property, building components were not observed during AEI’s site inspection.

Asbestos-Containing Building Materials

For buildings constructed prior to 1980, the Code of Federal Regulations (29 CFR 1926.1101)
states that all thermal system insulation (boiler insulation, pipe lagging, and related materials)
and surface materials must be designated as “presumed asbestos-containing material” (PACM)
unless proven otherwise through sampling in accordance with the standards of the Asbestos
Hazard Emergency Response Act.

Regardless of building construction date, the EPA’s National Emission Standards for Hazardous
Air Pollutants (NESHAP) requires that an asbestos survey adhering to AHERA sampling
protocol be performed prior to demolition or renovation activities that may disturb ACMs. This
requirement is typically enforced by the local air pollution control or air quality management
district, and specifies that all suspect asbestos-containing materials (ACMs) be sampled to
determine the presence or absence of asbestos prior to any renovation or demolition activities to
prevent potential exposure to workers and/or building occupants.

In general, the following commonly-encountered building components are considered to be
friable materials: acoustical plaster, fireproofing, drywall systems, ceiling tiles, wall and ceiling
texturing, thermal systems insulation (TSI), various mastics, and roofing products. The
following commonly-encountered building materials are considered to be non-friable: vinyl floor
tile, sheet vinyl flooring, and asbestos-cement products.

Due to the undeveloped status of the subject property, no potential asbestos-containing building
materials were observed on the subject property.

Lead-Based Paint

Lead-based paint is defined as any paint, varnish, stain, or other applied coating that has 1
mg/cm? (or 5,000 ug/g by dry weight) or more of lead. Section 1017 of the Housing and Urban
Development Guidelines, Residential Lead-Based Paint Hazard Reduction Act of 1992,
otherwise known as “Title X”, defines a lead-based paint hazard is “any condition that causes
exposure to lead that would result in adverse human health effects” resulting from lead-
contaminated dust, bare, lead-contaminated soil, and/or lead-contaminated paint that is
deteriorated or present on accessible, friction, or impact surfaces. Therefore, under Title X,
intact lead-based paint on most walls and ceilings would not be considered a “hazard”, although
the paint should be maintained and its condition monitored to ensure that it does not deteriorate
and become a hazard. Additionally, Section 1018 of this law directed HUD and EPA to require
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the disclosure of known information on lead-based paint and lead-based paint hazards before the
sale or lease of most housing built before 1978. Most private housing, public housing, Federally
owned housing, and housing receiving Federal assistance are affected by this rule.

Due to the undeveloped status of the subject property, it is unlikely that lead based paint is
present.

Radon

Radon is a naturally-occurring, odorless, invisible gas. Natural radon levels vary and are closely
related to geologic formations. Radon may enter buildings through basement sumps or other
openings.

The US EPA has prepared a map to assist National, State, and local organizations to target their
resources and to implement radon-resistant building codes. The map divides the country into
three Radon Zones, Zone 1 being those areas with the average predicted indoor radon
concentration in residential dwellings exceeding the EPA Action limit of 4.0 picoCuries per Liter
(pCi/L). It is important to note that the EPA has found homes with elevated levels of radon in all
three zones, and the EPA recommends site specific testing in order to determine radon levels at a
specific location. However, the map does give a valuable indication of the propensity of radon
gas accumulation in structures.

Radon sampling was not requested as part of this investigation. According to the US EPA, the
radon zone level for the area is Zone 2, which has a predicted average indoor screening level
between 2 pCi/L and 4 pCi/L, below the action level of 4.0 pCi/L set forth by the EPA.
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6.3

<
a

OOoOoooooOoooood o o O

Adjacent Property Reconnaissance Findings
Identified

KRXXKNKXXKXXKKK K X K2

Observation

Hazardous Substances and/or Petroleum Products in Connection with Property Use
Aboveground & Underground Hazardous Substance or Petroleum Product Storage Tanks
(ASTs/USTs)

Hazardous Substance and Petroleum Product Containers and Unidentified Containers not
in Connection with Property Use

Unidentified Substance Containers

Electrical or Mechanical Equipment Likely to Contain Fluids

Interior Stains or Corrosion

Strong, Pungent or Noxious Odors

Pool of Liquid

Drains and Sumps

Pits, Ponds and Lagoons

Stained Soil or Pavement

Stressed Vegetation

Solid Waste Disposal or Evidence of Fill Materials

Waste Water Discharges

Wells

Septic Systems

Other

None of the above listed items were observed during the site inspection.
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7.0 FINDINGS AND CONCLUSIONS

Findings

Recognized environmental conditions (RECs) are defined by the ASTM Standard Practice
E1527-05 as the presence or likely presence of any hazardous substances or petroleum products
under conditions that indicate an existing release, a past release, or a material threat of a release
into structures on the property or into the ground, groundwater, or surface water of the property.
AET’s investigation has revealed the following recognized environmental conditions associated
with the subject property or nearby properties:

e No on-site recognized environmental conditions were identified during the course of this
investigation.

Historical recognized environmental conditions (HRECs) are defined by the ASTM Standard

Practice E1527-05 as an environmental condition which in the past would have been considered
a recognized environmental condition, but which may or may not be considered a recognized
environmental condition currently. AEID’s investigation has revealed the following historical
recognized environmental conditions associated with the subject property or nearby properties:

e No on-site historical recognized environmental conditions were identified during the course
of this investigation.

Environmental issues include environmental concerns identified by AEI that warrant discussion
but do not qualify as recognized environmental conditions, as defined by the ASTM Standard
Practice E1528-00. AEI’s investigation has revealed the following environmental issues
associated with the subject property or nearby properties:

e No on-site environmental issues were identified during the course of this investigation.

Conclusions, Opinions, and Recommendations

We have performed a Phase I Environmental Site Assessment for the property located at Harford
Drive in the City of Avila Beach, San Luis Obispo County, Califonia, in conformance with the
scope and limitations of ASTM Standard Practice E1527-05 and the Environmental Protection
Agency Standards and Practices for All Appropriate Inquiries (40 CFR Part 312). Any
exceptions to, or deletions from, this practice are described in Section 1.2 of this report. This
assessment has revealed no evidence of recognized environmental conditions in connection with
the property. AEI recommends no further investigations for the subject property at this time.

Phase | Environmental Site Assessment AEI

Project No. 275971
November 29, 2007
Page 21



8.0 SIGNATURE OF ENVIRONMENTAL PROFESSIONALS

By signing this report, the senior author declares that, to the best of his or her professional
knowledge and belief, he or she meets the definition of Environmental Professional as defined in
§312.10 of 40 CFR Part 312.

The senior author has the specific qualifications based on education, training, and experience to
assess a property of the nature, history and setting of the subject property. The senior author has
developed and performed the all appropriate inquiries in conformance with the standards and
practices set forth in 40CFR Part 312.

Prepared By: Reviewed By:
Kimberly Spalding Thomas Petersen
Project Manager Senior Author, REA
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2. View of the subject property from the
east.

1. Entrance gate located in the
southeast corner of the subject property.

3. View of the subject property from the

west.
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5. View of the subject property along the
western property line.

4. View of the subject property from the

south.

6. View of the subject property from the

west.
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8. View of the east adjacent San Luis
Bay Inn.

7. View of the north adjacent residence.

9. View of the west adjacent property.
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REFERENCES

Aerial Photographs obtained from EDR.
Regulatory Database Report, EDR.

Radon Zone Information, EPA On-line Radon Zone Map.
(http://www.epa.gov/radon/zonemap.html)

San Luis Obispo County Building Department.
San Luis Obispo County Fire Department.
San Luis Obispo County Planning Department.

San Luis Obispo County Public Health Department.



ASTM E 1527-05 User Questionnaire

n order to qualify for the protection offered under the EPA All Appropriate Inquiry (AAI) Standard, the User (entities seeking
to use the ASTM E1527-05 Practice to complete an environmental site assessment of the property; i.e. Lenders and/or
Borrowers) must provide the following information (if available) to the environmental professional. Failure to provide this
nformation could result in a determination that AAI is not complete. This information should be the collective knowledge of
the entities relying on the Phase I. Please note that you are not being asked to evaluate the property, but rather to provide
your knowledge of information on the property.

Site Name/Address: Avila Beach Drive, Avila Beach, CA 93424 (APN 076-174-009)

Person Interviewed/Title: JOhN Dewey, Purchaser Date: 11/19/2007

If known, when was the property initially developed? The property has always been vacant land

If different, when were the current building(s) on the property constructed? N/A

1. Environmental cleanup liens that are filed or recorded against the site (40 CFR 312.25).

Are you aware of any environmental cleanup liens against the property that are filed or recorded under federal, tribal, state or
local law? (Note: If unknown, a review of title records or an environmental lien search is recommended)

YesD No If you answer yes, please include an explanation in the space provided below:

2. Activity and land use limitations that are in place on the site or that have been filed or recorded in a registry (40 CFR
312.26).

Are you aware of any AULs, such as engineering controls, land use restrictions or institutional controls that are in place at the
site and/or have been filed or recorded in a registry under federal, tribal, state or local law?

Engineering Controls are defined as physical modifications to a site or facility to reduce or eliminate the potential for exposure
to hazardous substances or petroleum products in the soil or ground water on the property). Institutional Controls are defined
as a legal or administrative restriction on the use of, or access to, a site or facility to 1) reduce or eliminate the potential for
exposure to hazardous substances or petroleum products in the soil or ground water on the property, or 2) to prevent activities
that could interfere with the effectiveness of a response action, in order to ensure maintenance of a condition of no significant
risk to public health or the environment.

Yes|:| N If you answer yes, please include an explanation in the space provided below:

3. Specialized knowledge or experience of the person seeking to qualify for the LLP (40 CFR 312.28).



As the User of this ESA do you have any specialized knowledge or experience related to the property or nearby properties?
For example, are you involved in the same line of business as the current or former occupants of the property or an adjoining
property so that you would have specialized knowledge of the chemicals and processes used by this type of business?

Yesg No If you answer yes, please include an explanation in the space provided below:

4. Relationship of the purchase price to the fair market value of the property if it were not contaminated (40 CFR 312.29).
a) Does the purchase price being paid for this property reasonably reflect the fair market value of the property?

Yes No[l If you answer no, please include an explanation in the space provided below, including whether the lower
purchase price is because contamination is known or believed to be present at the property?

5. Commonly known or reasonably ascertainable information about the property (40 CFR 312.30).

Are you aware of commonly known or reasonably ascertainable information about the property that would help the
environmental professional to identify conditions indicative of releases or threatened releases? For example, as User:

a. Do you know the past uses of the property?

Yeso|:|

b. Do you know of specific chemicals that are present or once were present at the property?

Yesl:INo

¢. Do you know of spills or other chemical releases that have taken place at the property?

Yes|:|No

d. Do you know of any environmental cleanups that have taken place at the property?

Yes|:|N

If you answered yes to any of the questions above, please include an explanation in the space provided below:




6. The degree of obviousness of the presence of likely presence of contamination at the property, and the ability to detect the
contamination by appropriate investigation (40 CFR 312.31).

As the User of this ESA, based on your knowledge and experience related to the property, are there any obvious indicators that
point to the presence or likely presence of contamination at the property?

YesD NoIf you answer yes, please include an explanation in the space provided below:

Please provide the following property contact information:

Property Owner: Beachport Resort, LLC Phone Number: (809) 543-6819

Key Site Personnel: Dan Rutledge, Manager Phone Number: (805) 431-0184

Past Owner: N/A Phone Number:




Kimberly C. Spalding
Project Manager

BS — Environmental Economics and Policy, University of California at Berkeley.

Ms. Spalding has spent four years studying a very diverse range of environmental
disciplines which include a background in: natural resource management, environmental
science, environmental law and policy, environmental economics, and international
development.

Ms. Spalding provides project management to ensure ASTM compliance and satisfaction
of client requirements for Phase I Environmental Site Assessments, Limited
Environmental Assessments, Environmental Transaction Analyses, Transaction Screens,
and Database Reviews.
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Thomas Petersen
Senior Project Manager

AS — Fire Science Technology, College of San Mateo

BS -- Environmental Studies, California State University, Hayward

EPA Accredited Asbestos Inspector (18715 I)

California Department of Health Services- Lead Inspector Course Trained
California Registered Environmental Assessor (REA Class I, 07634)
OSHA 40-Hour Hazardous Waste Worker Training

Mr. Petersen has over 14 years of experience in the environmental consulting field,
and has managed and performed a wide range of projects. Mr. Petersen has
coordinated and performed over 1,000 Environmental Site Assessments throughout
the United States. Additionally, Mr. Petersen has been involved in staff supervision,
report review, staff training, client management and ensuring that the highest level of
quality is maintained on all projects. Mr. Petersen has managed soil and groundwater
investigations, and has been involved with several site cleanup projects. Mr. Petersen
has also conducted asbestos surveys in accordance with AHERA and NESHAP
protocols, and lead-based paint surveys in conjunction with Phase I Environmental
Site Assessments.

Mr. Petersen has also completed numerous Property Condition Assessments, has taken
part in health and safety monitoring for lead fumes and dust, asbestos dust,
hydrocarbons, and numerous chemicals of concem on a number of construction
projects, and has experience in preparing cost proposals and cost estimates for
remediation projects.

Additionally, Mr. Petersen has a great deal of experience in drafting figures, maps, and
site plans using CAD and other graphics based software. He has developed soil
compaction curves and performed building foundation inspections. He has taken part
in, prepared, and conducted OSHA 40-Hour Hazardous Waste Operations and
Emergency Response training. He also has several years of experience as an
emergency responder with the State of California.
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