MISSION-WEST VALLEY LAND CORPORATION

FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2024 AND 2023

AND

INDEPENDENT AUDITORS' REPORT




JOHANSON ¢ YAU

l ASSURANCE + TAX * WEALTH

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Mission-West Valley Land Corporation
Santa Clara, California

Opinion

We have audited the accompanying financial statements of Mission-West Valley Land Corporation (a
non-profit California corporation), which comprise the statements of financial position as of June 30,
2024 and 2023, and the related statements of activities and cash flows for the years then ended, and the
related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Mission-West Valley Land Corporation as of June 30, 2024 and 2023, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of
Mission-West Valley Land Corporation and to meet our other ethical responsibilities in accordance with
the relevant ethical requirements relating to our audits. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Mission-West Valley Land
Corporation’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e [Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of Mission-West Valley Land Corporation’s internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Mission-West Valley Land Corporation’s ability to continue as
a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

JWVVMAWCMWM

Campbell, California
October 9, 2024



MISSION-WEST VALLEY LAND CORPORATION

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2024 AND 2023
ASSETS
2024 2023
Cash and cash equivalents - Note 2 $ 15,287,195 15,293,568
Investments - Note 2 11,560,959 10,810,011
Interest receivable 235,857 168,219
Deferred rent receivable 7,067,416 3,588,261
Land 16,702 16,702
Operating lease right-of-use assets - Note 7 47,137,609 47,731,291
Lease commissions, net - Note 4 443,009 457,986
$ 81,748,747 78,066,038
LIABILITIES AND NET ASSETS

Liabilities
Accounts payable and accrued expenses - Note 5 $ 831,615 1,111,162
Deferred rental income 236,400 581,854
Refundable security deposits - Note 6 550,000 550,000
Operating lease liabilities - Note 7 48,896,991 48,627,511
50,515,006 50,870,527

Net assets
Without donor restrictions - Note 10 31,233,741 27,195,511
$ 81,748,747 78,066,038

See accompanying notes to financial statements
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MISSION-WEST VALLEY LAND CORPORATION

STATEMENTS OF ACTIVITIES

YEARS ENDED JUNE 30, 2024 AND 2023

2024 2023
Revenues
Rental income - Note 8 $ 8,991,559 §$ 11,116,208
Investment income, net - Note 2 1,447,782 663,442
Total revenue 10,439,341 11,779,650
Expenses
Program
Grants for special projects - Note 11 3,915,281 3,570,740
Lease costs - Note 7 2,241,263 2,778,207
General and administrative
Legal 70,597 16,603
Contracted services 132,582 2,266
Amortization of lease commissions - Note 4 14,977 14,977
Audit fees 22,100 18,500
Financial services 3,600 4,375
Taxes & licenses 594 589
Miscellaneous 117 129
6,401,111 6,406,386
Change in net assets without donor restrictions 4,038,230 5,373,264
Net assets without donor restrictions, beginning of year 27,195,511 21,822,247
Net assets without donor restrictions, end of year $ 31,233,741 $ 27,195,511

See accompanying notes to financial statements
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MISSION-WEST VALLEY LAND CORPORATION

STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2024 AND 2023

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities
Net realized and unrealized (gain) loss on investments
Reinvested dividends
Amortization of right-of-use assets - operating lease
Amortization of lease commissions
(Increase) decrease in
Interest receivable
Rent receivable
Deferred rent receivable
(Decrease) increase in
Accounts payable and accrued expenses
Deferred rental income
Refundable rent overpayment
Repayment of right-of-use operating lease liabilities

Net cash provided by operating activities
Cash flows from investing activities
Proceeds from sales of investments
Purchase of investments
Net cash used for investing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosures
Non-cash transactions
Recognition of right-of-use assets obtained
from operating lease liabilities

See accompanying notes to financial statements
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2024 2023
$ 4038230 $ 5373264
(272,889) 32,719
(126,502) (95,017)
593,682 630,513
14,977 14,977
(67,638) (107,651)
- 20,816
(3,479,155) (3,588,261)
(279,547) 529,798
(345,454) 227,746
- (18,000)
269,480 265,707
345,184 3,286,611
5,293,290 3,079,391
(5,644,847) (3,145,780)
(351,557) (66,389)
(6,373) 3,220,222
15,293,568 12,073,346
$  15287,195 §  15293,568
$ - $  48361,804




MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Organization - Mission-West Valley Land Corporation (the Organization) was incorporated in 1985
in the state of California. Prior to 1996, the Organization was known as Mission-West Valley
Educational Foundation. The specific and primary purpose of the Organization is to promote the
general welfare of the public of the West Valley-Mission Community College District (the District)
by mobilizing both financial and human resources in order to ensure the success of the District in
serving the public through utilization of proper facilities and creation of programs that enhance
community life, including programs that enrich education, cultural and community service
opportunities. The principal office of the Organization is located in the County of Santa Clara,
California.

The Organization has lease agreements with the District. The Organization leases 54.4 acres of land
from the District for purposes of sub-ground lease and development. The Organization manages the
property and has entered into several sub-ground lease agreements.

The Organization is recognized as a non-profit organization under IRS Code 501(c)(3) and
California Revenue and Tax Section 23701(d). The members of the Board of the Organization also
serve on the Board of the District.

Financial Statement Presentation - Under generally accepted accounting principles, the Organization
is required to report information regarding its financial position and activities according to two
classes of net assets: net assets without donor restrictions and net assets with donor restrictions. In
addition, the Organization is required to present a statement of cash flows. The Organization does
not use fund accounting. Revenues and expenses are recorded when incurred in accordance with the
accrual basis of accounting. The Organization currently has no net assets with donor restrictions.

Cash and Cash Equivalents - Cash and cash equivalents include highly liquid investments and
investments with original maturity dates of three months or less.

Investments - The Organization carries investments with readily determinable fair values in the
Statement of Financial Position as reported by the investment broker. Realized gains and losses
resulting from market fluctuations are included in the statement of activities in the period such
fluctuations occur.

Revenue Recognition - Rental income is recognized on a straight-line basis. Variable rent income is
recognized over the term of the sub-ground leases in the period incurred.

Use of Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Income Taxes - The Organization's tax filings are subject to audit by various taxing authorities.

Fair Value of Financial Instruments - The carrying value of financial instruments, including cash and
cash equivalents, receivables, accounts payable and accrued expenses, approximate fair value due to
the short maturity of these instruments. None of the financial instruments are held for trading
purposes.




MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional Allocation of Expenses - The costs of providing the various programs and activities have
been summarized on a functional basis in the statement of activities. Accordingly, certain costs have
been allocated among program and supporting services benefited. The allocation for all expenses is
direct usage.

Right-of-Use Assets and Lease Liabilities - The Organization categorizes leases with contractual
terms longer than twelve months as either operating or finance leases. As of June 30, 2024, the
Organization has three operating leases.

Right-of-use assets represent the Organization's right to use an underlying asset for the lease term
and lease liabilities represent the Organization's obligation to make lease payments arising from the
lease. Operating lease right-of-use assets and liabilities are recognized at commencement date based
on the present value of lease payments over the lease term using a risk-free rate based on the
information available at commencement date. Lease expense for lease payments is recognized on a
straight-line basis over the lease term.

Rent expense is paid equal to 25% of rents collected from sub-ground leases. Certain sublease
agreements include rental payments based on a percentage of net operating income, changes in the
consumer price index or fair market value adjustments. Lease liabilities are not remeasured as a
result of these items, instead, they are treated as variable lease payments and are excluded from the
measurement of the right-of-use assets and lease liabilities. These payments are recognized in the
period in which the related obligation was incurred.

In determining the discount rate used to measure the right-of-use assets and lease liabilities, the
Organization used an estimated risk-free rate comprised of an adjusted High-Quality Market
corporate bond rate. Determining the risk-free rate requires significant judgments.

New Accounting Pronouncements - In February 2016, the Financial Accounting Standards Board
(FASB) issued Accounting Standards Update (ASU) 2016-02, Leases (Topic 842). The new
guidance requires lessees to recognize right-of-use lease assets and lease liabilities for all leases with
terms more than 12 months on the statement of financial position and disclose key information about
leasing agreements. This new guidance is effective for annual reporting periods beginning after
December 15, 2021.

The Organization adopted this new accounting guidance on July 1, 2022 and recognized and
measured its lease existing at July 1, 2022, the beginning of the period of adoption, though a
cumulative effect adjustment with certain practical expedients available.

The Organization elected the available practical expedients to account for existing operating leases
as operating leases under the new guidance, without reassessing (a) whether the contracts contain
leases under the new standard, (b) whether classification of capital leases or operating leases would
be different in accordance with the new guidance, or (c) whether the unamortized initial direct costs
before transition adjustments would have met the definition of initial direct costs in the new
guidance at lease commencement.



MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (Continued)

New Accounting Pronouncements (Continued) - As a result of the adoption of the new lease
accounting guidance, the Organization recognized on July 1, 2022 a lease liability of $48,361,804,
which represents the present value of the remaining operating lease payments of $129,955,978,
discounted using the risk-free borrowing rates ranging from 4.39% to 4.51%, and a right-of-use asset
of $48,361,804, which represents the operating lease liability without any adjustments.

The adoption of the standard had a material impact on the Organization’s statement of financial
position, but did not have an impact on the statement of activities nor the statements of cash flows.
The most significant impact was the recognition of right-of-use assets and lease liabilities for
operating leases.

Subsequent Events - Subsequent events were evaluated through October 9, 2024, the date the
financial statements were available to be issued.

NOTE 2 - CASH AND INVESTMENTS

Cash and cash equivalents as of June 30, 2024 and 2023 consist of the following:

2024 2023
Cash in banks $ 647,846  $ 1,421,170
Local Agency Investment Fund (LAIF) 14,639,349 13,872,398

§ 15,287,195 § 15,293,568

The Organization is a voluntary participant in the Local Agency Investment Fund (LAIF) that is
regulated by California Government code Section 16429 under the oversight of the Treasurer of the
State of California. The fair value of the Organization's investment pool is reported in the
accompanying financial statements at amounts based upon the Organization's pro-rata share of the
fair value provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that
portfolio). The balance available for withdrawal is based on the accounting records maintained by
LAIF, which is recorded on the amortized cost basis. At June 30, 2024, the interest rate for LAIF
account was 4.55%, and there was no significant difference between the fair market value and the
carrying amount.

Generally accepted accounting principles establish a hierarchy to prioritize the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest ranking to fair values
determined using unadjusted quoted prices in active markets for identical assets (Level 1) and the
lowest ranking to fair values determined using methodologies and models with unobservable inputs
(Level 3). Observable inputs are those that market participants would use in pricing the assets based
on market data obtained from sources independent of the Organization. Unobservable inputs reflect
the Organization’s assumption about the inputs market participants would use in pricing the asset or
liability developed based on the best information available in the circumstances.



MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 2 - CASH AND INVESTMENTS (Continued)
The fair value hierarchy is categorized into three levels based on the inputs as follows:

Level 1 - Values are unadjusted quoted prices for identical assets or liabilities in active
markets accessible at the measurement date.

Level 2 - Inputs included in quoted prices for similar assets or liabilities in active markets,
quoted prices from those willing to trade in markets that are not active, or other inputs that
are observable or can be corroborated by market data for the term of the instrument. Such
inputs include market interest rates and volatilities, spreads and yield curves.

Level 3 - Certain inputs are unobservable (supported by little or no market activity) and
significant to the fair value measurement. Unobservable inputs reflect the Organization’s best
estimate of what hypothetical market participants would use to determine a transaction price
for the asset or liability at the reporting date.

The following tables present the balances of the assets measured at fair value on a recurring basis as
of June 30, 2024 and 2023. The Organization did not have any liabilities measured at fair value on a
recurring basis as of June 30, 2024 and 2023.

Level 1 Level 2 Level 3 Total
June 30, 2024
Mutual funds § 4,201,069 § -3 - $ 4,201,069
Corporate bonds - 5,384,769 - 5,384,769
Municipal bonds - 1,975,121 - 1,975,121
Local Agency Investment
Fund - - 14,639,349 14,639,349
$ 4201,069 $ 7359890 $ 14,639,349 $ 26,200,308
June 30, 2023
Mutual funds $ 3,374,404 $ -3 - $ 3,374,404
Stocks 375,343 - - 375,343
Corporate bonds - 4,913,779 - 4,913,779
Municipal bonds - 2,146,485 - 2,146,485
Local Agency Investment
Fund - - 13,872,398 13,872,398
$ 3,749,747 $ 7,060,264 $ 13,872,398 § 24,682,409




MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 2 - CASH AND INVESTMENTS (Continued)

For the years ended June 30, 2024 and 2023, the Organization's level 3 investments increased by
purchases totaling $1,000,000 and $1,950,000, respectively, and decreased by $780,000 during 2024
due to withdrawals from LAIF. During the years ended June 30, 2024 and 2023, there were no

changes to investment classifications and therefore no investments were transferred into or out of the
level 3 hierarchy.

Earnings (losses) on investments and cash equivalents were as follows for the years ended June 30,

2024 and 2023:
2024 2023
Interest and dividends $ 1,222,815  § 741,400
Realized gain (loss) 146,424 (14,235)
Unrealized gain (loss) 126,465 (18,484)
Investment fees (47,922) (45,239)
$ 1,447,782  $ 663,442

NOTE 3 - AVAILABILITY AND LIQUIDITY

The following represents the Organization’s financial assets available to meet general expenditures
over the next twelve months at June 30, 2024 and 2023:

2024 2023
Financial assets at yearend:

Cash and cash equivalents $ 15,287,195 $ 15,293,568
Investments 11,560,959 10,810,011
Interest receivable 235,857 168,219
Total financial assets 27,084,011 26,271,798

Less amounts not available to be used within one year:
Board designated contingency reserve 4,000,000 4,000,000
$ 23,084,011 $ 22,271,798

As part of the Organization's liquidity management, it has a policy to structure its financial assets to
be available as its general expenditures, liabilities, and other obligations become due. In addition,

excess cash is invested in short-term investments, including money market accounts, mutual funds,
stocks and bonds.

-10-



MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 4 - LEASE COMMISSIONS

Commissions paid to brokers to secure sub-ground leases are capitalized and amortized over the
terms of the leases. Amortization expense was $14,977 for both years ended June 30, 2024 and 2023.
Capitalized lease commissions and accumulated amortization at June 30 are:

2024 2023
Capitalized commissions $ 823,722  $ 823,722
Less: accumulated amortization 380,713 365,736
Lease commissions, net $ 443,009 $ 457,986

NOTE 5 - ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses at June 30, 2024 and 2023 include payables to a related
party, the West Valley-Mission Community College District, and consist of the following:

2024 2023
Grants for special projects - related party $ 827,029 $ 1,107,314
Payables - unrelated 4,586 3,848
$ 831,615 § 1,111,162

NOTE 6 - SECURITY DEPOSITS

The Organization has received security deposits which are to be returned at the end of each sub-
ground lease as follows:

2024 2023
S127,LLC $ 50,000 $ 50,000
S129,LLC 50,000 50,000
Quality Investment Properties Santa Clara, LLC 450,000 450,000
$ 550,000 $ 550,000
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MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 7 - GROUND LEASES

The Organization leases 54.4 acres of land from the District pursuant to three separate ground lease
agreements, one for the Mercado Shopping Center executed in September 1990, one for the Quality
Investment Properties Santa Clara, LLC property executed in October 1997 and one for the Sobrato
property executed in March 1996. The term of the Mercado Shopping Center ground lease expires
on April 30, 2072, with two options to extend for 30 and 19 years, respectively. The term of the
Quality Investment Properties Santa Clara, LLC ground lease expires October 1, 2052, with two
options to extend for 10 years each. The term of the Sobrato ground lease expires June 10, 2051,
with two options to extend for 20 years each.

Under these ground lease agreements, the Organization recognized right-of-use assets and operating
lease liabilities. The balance of the right-of-use assets and operating lease liabilities as of June 30,
2024 was $47,137,609 and $48,896,991, respectively.

Rent is paid equal to 25% of rents collected from sub-ground leases. Starting in January 2024, SI 27,
LLC and SI29, LLC stopped paying rent on their sub-ground leases and are in active discussions to
assign their interests in the sub-ground leases. See Note 8. Rent expense of $1,378,101 and
$1,881,987 for the fiscal years ended June 30, 2024 and 2023, respectively, was paid to the District
per the ground lease agreements. Additional rent expense was recognized for straight-line
adjustments and variable lease costs for the years ended June 30, 2024 and 2023 totaling $863,162
and $896,220, respectively. The Organization is responsible for taxes levied of any kind and all other
expenses. The Organization has indemnified the District against all liability. The District retains the
right to mortgage the land but also grants the right of the sub-tenants to mortgage their own
improvements under circumstances described in the lease.

Future minimum ground lease payments, based upon current sub-ground leases in effect, are as

follows:
Quality
Investment
Years Properties
ending Lakha Santa Clara,
June 30 Properties S127, LLC S129, LLC LLC Total
2025 $ 159,375  $ 186,464 $ 167,644 $ 728,930 § 1,242,413
2026 159,375 559,393 502,931 765,377 1,987,076
2027 174,479 559,393 502,931 803,646 2,040,449
2028 250,000 559,393 502,931 843,828 2,156,152
2029 250,000 559,393 502,931 886,019 2,198,343
Thereafter 10,708,334 34,682,394 31,181,735 39,252,085 115,824,548
11,701,563 37,106,430 33,361,103 43,279,885 125,448,981

Less: imputed interest  (6,930,560)  (25252,827)  (22,703,938)  (21,664,665)  (76,551,990)

$§ 4771003 $ 11,853,603 $ 10,657,165 $ 21,615,220 $ 48,896,991
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MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 7 - GROUND LEASES (Continued)

The weighted average remaining lease term is 48 years and the weighted average discount rate is
4.45%

NOTE 8 - SUB-GROUND LEASES

The 54.4 acres of land leased from the District (see Note 7) have been subdivided into several
parcels, all of which have been subleased as follows:

Lakha Properties

In September 1990, the Organization entered into a long-term sub-ground lease with the Jim Joseph
Trust to sublease one of the parcels. In June 2005, the Jim Joseph Administrative Trust (successor to
Revocable Trust) assigned its interest in the sub-ground lease to Lakha Properties - Santa Clara, LLC
(Lakha Properties), a Washington limited liability company.

In May 2022, in connection with Lakha Properties obtaining an extension of credit from Preferred
Bank and Preferred Bank accepting the Deed of Trust as a leasehold mortgage, the Organization and
Lakha Properties agreed to amend and restate the sub-ground lease. Under the amended sub-ground
lease, Preferred Bank became the institutional lender of the lease and a new term of the sub-ground
lease was agreed upon by the Organization and Lakha Properties. The amended lease became
effective May 1, 2022. The initial term of the sub-ground lease is 50 years, expiring on April 30,
2072, with two options for renewal for 30 years and 19 years, respectively.

SI27, LLC

In March 1996, the Organization entered into a long-term sub-ground lease with Mission Real
Estate, L.P. to sublease a parcel of land.

In September 1999, Mission Real Estate, L.P. assigned its interest in the sub-ground lease to Sobrato
Interest III. In April 2003, Sobrato Interest 111 assigned its interest in the sub-ground lease to Ellis-
Middlefield Business Park, a California limited partnership. The sub-ground lease arrangement is
commonly referred to as the Phase I sub-ground lease. The rent from the Phase I lease commenced
in December 1996.

In January 2011, Ellis-Middlefield Business Park assigned its interest to SI 27, LLC. In addition,
there was a lease amendment which codified certain terms in the rent agreement.

In November 2021, the sub-ground lease agreement was amended. The term of the sub-ground lease
was amended to 95 years, expiring on June 10, 2091, with no option to extend. In addition,
adjustment based on the fair market value of the land set to take effect after 2023 was eliminated.

Starting in January 2024, SI 27, LLC stopped paying rent on its sub-ground lease. Subsequent to
year end in September 2024, the sub-ground lease was amended due to the proposed assignment of
SI27, LLC's ground leasehold interest. Contingent on the closing of the assignment no later than
February 2025, SI 27 will pay a contingent payment of $683,021, which will satisfy all unpaid
monthly base rents due as of the closing. Furthermore, the contingent payment will not be payable
unless the closing occurs.
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MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 8 - SUB-GROUND LEASES (Continued)
SI129, LLC

In March 1996, the Organization entered into a long-term sub-ground lease with Mission Real
Estate, L.P. to sublease a parcel of land.

In October 1998, Mission Real Estate, L.P. assigned its interest to Sobrato Interest II1. In April 2003,
Sobrato Interest Il assigned its interest in the sub-ground lease to Sobrato Development Co. #792, a
California limited partnership. The sub-ground lease arrangement is commonly referred to as the
Phase II sub-ground lease. The rent stream from the Phase II lease commenced in June 1998.

In October 2010, Sobrato Development Co. #792 assigned its interest to SI 29, LLC. A lease
amendment was agreed to in January 2011 that codified the accounting for early termination
payments from subtenants.

In November 2021, the sub-ground lease agreement was amended. The term of the sub-ground lease
was amended to 95 years, expiring on June 10, 2091, with no option to extend. In addition,
adjustment based on the fair market value of the land set to take effect after 2023 was eliminated.

Starting in January 2024, SI 29, LLC stopped paying rent on its sub-ground lease. Subsequent to
year end in September 2024, the sub-ground lease was amended due to the proposed assignment of
SI29, LLC's ground leasehold interest. Contingent on the closing of the assignment no later than
February 2025, SI 29 will pay a contingent payment of $701,806, which will satisfy all unpaid
monthly base rents due as of the closing. Furthermore, the contingent payment will not be payable
unless the closing occurs.

Quality Investment Properties Santa Clara, LL.C

In October 1997, the Organization entered into a long-term sub-ground lease agreement with Nexus
Properties, Inc., et al, to sublease one parcel of land.

The initial term of the sub-ground lease is 55 years with options for renewal. In no case shall the
aggregate sub-ground lease term exceed 99 years.

In October 2007, Nexus Properties, Inc. assigned its interest to Quality Technology. In September
2009, Quality Technology assigned its interest to Quality Investment Properties Santa Clara, LLC
(Quality Investment Properties).

In March 2011, the sub-ground lease agreement was amended to provide for landlord approval of
certain tenant improvements in exchange for due consideration. The monthly base rent shall be
adjusted annually as defined by the sub-ground lease agreement. There will be an adjustment to the
base monthly rent based on fair market value of the land after October 2038.

In August 2021, Quality Investment Properties entered into an agreement with Citi Real Estate
Funding Inc, Barclays Capital Real Estate Inc, Deutsche Bank AG, and Goldman Sachs Bank USA,
to extend a loan. As part of this agreement, the Organization agrees that these four lenders will
collectively become new leasehold mortgagees of the sub-ground lease.
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MISSION-WEST VALLEY LAND CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2024 AND 2023

NOTE 8 - SUB-GROUND LEASES (Continued)
Rent Income
Rent income was $8,991,559 and $11,116,208 for the fiscal years ended June 30, 2024 and 2023,
respectively. For the year ended June 30, 2024, rent income includes deferred rent of $3,479,155.
The sub-ground lessee is responsible for all administrative costs, including property taxes,

maintenance and insurance.

Future minimum sub-ground lease income are as follows:

Quality
Investment
Years Properties
ending Lakha Santa Clara,

June 30 Properties S127,LLC S129, LLC LLC Total
2025 $ 637,500 $ 745858 § 670,575 § 20915721 § 4,969,654
2026 637,500 2,237,574 2,011,725 3,061,507 7,948,306
2027 697,917 2,237,574 2,011,725 3,214,583 8,161,799
2028 1,000,000 2,237,574 2,011,725 3,375,312 8,624,611
2029 1,000,000 2,237,574 2,011,725 3,544,078 8,793,377

Thereafter 42,833,332 138,729,573 124,726,935 157,008,342 463,298,182

$ 46,806,249 § 148,425,727 § 133444410 § 173,119,543 $ 501,795,929

NOTE 9 - CONCENTRATIONS OF CREDIT RISK

The Organization operates in Santa Clara County and is subject to the general economic risk
inherent in the San Francisco Bay Area real estate market.

The Organization often maintains cash deposits in commercial banks and state run agencies that are

in excess of the federally insured limits.
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NOTE 10 - NET ASSETS WITHOUT DONOR RESTRICTIONS

The Board of Directors of the Organization has designated that certain amounts of unrestricted funds
be set aside for specific purposes. Components of net assets without donor restrictions as of June 30,
2024 and 2023 are as follows:

2024 2023
Contingency reserve - Board designated $ 4,000,000 $ 4,000,000
Undesignated 27,233,741 23,195,511
Total net assets without donor restrictions $ 31,233,741 $ 27,195,511

The contingency reserve is established to minimize the effect of any unanticipated legal and other
expenses including lost revenue related to the operating of the sub-ground leases. The Board may
remove the restrictions on these funds at any time.

NOTE 11 - GRANTS FOR SPECIAL PROJECTS

For the years ended June 30, 2024 and 2023, the Organization contributed $3,915,281 and
$3,570,740, respectively, to the District for the following projects:

2024 2023
Scheduled Maintenance $ 424,994 $ 135,000
Capital Improvements 794,690 909,635
Entrepreneurial Fund 75,000 74,060
Special Projects 1,500,612 1,542,046
Student Success Innovation Fund 50,000 50,000
Teaching & Learning Innovation Fund 86,885 100,000
Technology Refresh & Instructional Equipment 483,100 259,999
College Scholarship Program 500,000 500,000

$ 3,915,281  § 3,570,740
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