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OPERATING AGREEMENT
OF
MARKET CREEK PARTNERS, LLC

EXPLANATION OF THE “BOXES” IN THIS DOCUMENT

Throughout this Agreement the reader will see text in “boxes » like this one. These “boxes” are
intended to be helpful in understanding the Agreement. However, the text in the “boxes” is not part
of the legally binding agreement,

This Operating Agreement is made as of December 31, 2006, by and between Jacobs Center for
Neighborhood Innovation, a California nonprofit public benefit corporation (“JCNI™), and Diamond Management,
Tnc., a California corporation (“Diamond Management™), under the Act. This Agreement amends and restates the
Operating Agreement dated as of May 12, 2001 between JCNI and Diamond Management.

RECITALS

WHEREAS, JCNI has been recognized as being exempt from federai and California taxation under section
501(c)(3) of the Code and section 23701d of the California Revenue and Taxation Code.

WHEREAS, JCNI was organized for a charitable mission as set forth in its bylaws and mission statement.

WIHEREAS, JCNI has organized Market Creek Partners, LLC, a California limited liability company (the
“Company™), and Diamond Management as instrumentalities of its charitable mission under Section 501(c)(3) of the
Code, to facilitate the social and economic growth of the Diamond Neighborhoods and their residents. The
“Diamond Neighborhoods” consist of the following neighborhoods in the City of San Diego: Chollas View,
Emerald Hills, South Encanto, North Encanto, Lincoln Park, Mt. Hope, Mountain View, Qak Park, Valencia Park
and Webster,

WHEREAS, the purpose of Diamond Management is to manage real properties owned by JCNI and its
affiliates and to act as a training business that reclaims neglected properties and creates value in the Diamond
Neighborhoods, including skills, jobs, businesses and assets, by developing projects that are planned, designed,
built, owned and served by persons in the Diamond Neighborhoods.

WHEREAS, Diamond Management has purchased 10,000 Units (the “DMI Units™) with its initial Capital
Contribution to the Company of $100,000.

WHEREAS, in order to help carry out the charitable mission of JCNI, the Company presently intends to
offer Units (the “DCI Units™) to residents and other stakeholders in the Diamond Neighborhoods in a California
intrastate public offering under Section 25113 of the Corporate Securities Law of 1968 (the “Offering”).

WHEREAS, the Company has, in a private placement, issued Units (the “NUF Units”) to JCNI for the
benefit of the Neighborhood Unity Foundation (“NUF”), a California nonprofit public benefit corporation that is
intended to be a publicly supported organization exempt from federal and California taxation under
Section 501(c)(3) of the Code and Section 23701d of the California Revenue and Taxation Code.

NOW, THEREFORE, IT IS AGREED AS FOLLOWS:

1
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1. Organization.

The “Organization” Section describes the steps taken to form the Company as a legal entity, and the
general characteristics of the Company.

1.1 Formation. On November 23, 1999, the Articles of Organization of the Company were filed in the
office of the Secretary of State of California in accordance with and under the Act.

1.2 Name and Place of Business. The name of the Company shall be Market Creek Partners, LLC,
and its principal place of business shall be 5160 Federal Boulevard, San Diego, California 92105. The Manager
may change such name, change such place of business or establish additional places of business of the Company as
the Manager may determine to be necessary or desirable.

1.3 Business and Purpose of the Company. The principal purpose of the Company is to engage in
the business of purchasing, developing, renting, selling and exchanging the Project, and related activitics.
Bach Member acknowledges that the residents of the Diamond Neighborhoods desire improved opportunities for
economic growth and advancement, and that JCNI has organized the Company as part of its prograrm under
Section 501(c)(3) of the Code, to facilitate the social and economic growth of the Diamond Neighborhoods.

1.4 Term. The term of the Company began on its date of formation st forth in Section 1.1 above and
shall end on December 31, 2025, unless the term of the Company is extended by amendment to this Agreement, or
the Company is terminated or dissolved on an earlier date as provided in this Agreement.

L.5 Required Filings. The Manager shall sign, acknowledge, file, record and/or publish such
certificates and documents as may be required by this Agreement or by law in connection with the formation and
operation of the Company.

1.6 Certain Transactions. This Agreement does not limit the right of any holder of Units in the
Company, ot any other person or entity, to engage in any particular business or venture or to compete with the
Company.

2. Definitions. Definitions for some of the technical and other terms used in this Agreement are set forth on
Exhibit A and are incorporated into this Agreement.

The “Definitions” describe the meanings of words that are capitalized. These will help you
understand this Agreement.

3. Members.

Each investor in the Company is a “Member.” There are different types of Members, with different
rights, duties and econoniic interesis. This “Members” Sectioii desciibes the financial contributions
of each type of Member and how a person or organization can become a Jfounding Member.

31 JCNI Units. JCNI has contributed the property set forth on Schedule 1 and, in exchange, has
received the JCNI Units set forth on Schedule 1. The Members agree and acknowledge that JCNI may make
additional Capita} Contributions and will receive, in exchange, additional JCNI Units based on the fair market value
of such Capital Contributions.

32 DMI Units. Diamond Management has contributed the cash set forth on Schedule 1 and, in
exchange, has received the DM Units set forth on Schedule 1.

33 NUF Units. JCNI has purchased, on behalf of NUF, 50,000 NUF Units at $10.00 per Unit, JCNI
intends to subsequently assign or donate these NUF Units to NUF.
2
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34 DCI Units.

This Section sets the price for DCI Units ($10.00 each) and explains how they are to be paid for.
Each potential Diamond Community Investor must complete a Subscription Agreement. Funds
received will be held in an Escrow Account with Wells Fargo Bank until all Subscription

Agreements have been reviewed and all acceptance decisions muade by the Company.

341 Issuance. The Company is hereby authorized to sell and issue not less than 25,000 and
not more than 50,000 DCI Units at a purchase price of $10.00 per DCI Unit and to admit the persons or
organizations that enter into accepted Subscription Agreements and acquire DCI Units as Members. The Company
will not sell more than 1,000 DCI Units to any one Member.

342  Payment of Purchase Price. The purchase price of each DCI Unit shall be paid in full by
check or money order. Payment of the purchase price for DCI Units shall constitute the initial Capital Contribution
by the purchasers of DCI Units,

343  Subscription Agreement. Each person or organization that wants to acquire DCI Units
shall submit a Subscription Agreement and the full Subscription Payment to fhe Company. The Manager, in
accordance with the Diamond Community Investors Charter (the “Charter””) and on behalf of the Company, shall
determine whether to accept each Subscription Agreement. The Manager shall notify each person or organization in
writing as to whether the relevant subscription has been accepted. Subject to Section 3.4.5, upon the acceptance ofa
Subscription Agreement, the related Subscription Payment shall become a Capital Contribution by the subscriber.

344 Escrow Account. Within three business days after receipt by the Company of both a
Subscription Agreement and a Subscription Payment, that Subscription Payment shall be placed by the Company in
an interest-bearing escrow account with Wells Fargo Bank (the “Escrow Account”). Tf the Manager waives its right
to require submission of a full Subscription Payment, the portion of the Subscription Payment initially submitted
and any additional installments of the Subscription Payment subsequently submitted shall be placed by the Company
in the Escrow Account within three business days after receipt by the Company of each installment, All
subscriptions will be reviewed, and final decisions regarding acceptance will be made, within 30 days after the end
of the Offering. Subscription Payments received from potential investors whose subscriptions are not accepted will
be returned within 10 days after completion of this review.

345 End of the Offering. The Offering is scheduled to end on October 31, 2006. However,
the Offering may end earlier if we accept subscriptions from 450 investors or subscriptions for 50,000 DCI Units
before that date. The Offering may also be ended before that date or extended beyond that date, in the Manager’s
sole discretion. ‘

3.4.6 Interest on Escrow Account. The funds held in the Escrow Account will earn interest as
specified in the Escrow Agreement, All interest earned on a Subscription Payment held in the Escrow Account for
more than 30 days will he paid to the relevant subscriber retroactive to the date of deposit if the Offering is cancelled
or if the subscription is not accepted. If the relevant Subscription Payment was made by installment, interest shall
be calculated from the date of the first instaliment beginning 30 days after the date of deposit of the first installment.

3.5 Manager as Member. The Manager has purchased DMI Units as set forth in Section 3.2. Asa
result, the Manager shall be admitted to the Company as a Member with respect to the Units and shall be entitled to
all rights as a Member, including but not limited to the right to vote on certain Company matters and the right to
receive Distributions and allocations attributable to the DMI Units, all as set forth in this Agreement.

3.6 Admission of a Member. To the extent required by law, the Manager shall amend this Agreement
and take such other action as the Manager deems necessary or appropriate promptly after receipt of any new
Member’s Capital Contributions to reflect the admission of that person or organization to the Company as a
Member.

3
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3.7 Changes as a Result of Issuance of Units. The Company may issue and sell additional Units, on
the terms and conditions established by the Manager, provided that the terms and conditions are approved by a
Majority Vote. All Members acknowledge and understand that their proportionate shares of Net Income, Net Loss
and Distribution will be decreased as a result of the issuance of additional Units under this Section 3.

Section 3.8 provides that Members are not generally liable for the debts of the Company. The
Company may use all funds invested by its Members to pay ifs debts, but its creditors generally do
not have the right to seek additional payment from any Member.

3.8 Liability of Members. Except as specifically provided in this Agreement, neither the Manager nor
any Member shall be (i) required to make any additional contributions to the Company, (ii) liable for the debts,
fiabilities, contracts, or any other obligations of the Company, or (iii) required to lend any funds fo the Company or
to repay to the Company, any Member, or any creditor of the Company any portion, or all, of any deficit balance in
the Manager’s or any Member’s Capital Account.

39 Member Loans. Any Member, the Manager, or any Affiliate of the Manager may, but will have
no obligation to, make loans to the Company. Any such loan shall bear interest at the actual cost of funds fo the
lender or 3% per annum, whichever is lower, and shall provide for the payment of principal and any accrued but
unpaid interest in accordance with the terms of the promissory note evidencing such loan, but in no event later than
dissolution of the Company.

3.10  Company Loans. The Company may obtain, in the sole and absolute discretion of the Manager,
loans to acquire, develop or refinance the Project or to finance the Company’s other authorized activities.

4, Allocation of Tax Items.

This Section 4 outlines the tax consequences of ownership of the Units for each type of Member.
Under partnership tax law, the net income or net losses of the Company are attributed to one or
more Members. The Company itself is not generally subject to income taxation, but its owners (the
Members) are. The allocation of net income to a Member may not always match the amount of cash
or property distributed to a Member. For instance, a Member could be taxed on more net income
than the Member actually receives as a cash Distribution. This Section 4 should be read in
conjunction with Section 5, which describes what the actual Distributions of cash and other property
could be for each type of Member. You should talk to a fax afforiey and/or an accountant about
these tax consequences before you decide to invest in any Units.

4.1 Alocation of Net Income and Net Loss. For each fiscal year, the Net Income and Net Loss of the
Company shall be allocated as follows:

This “Net Income Allocations” Section determines how Net Income is divided among the different
types of Members. This is important because a Member is taxed on the amount of Net Income
attributed to that Member. After any Net Losses are recouped by the allocation of Net Income, any
remaining Net Income is allocated in a series of “buckets.”

e The first “bucket” is a 10% preferred return on the DCI Units (those issued to Diamond
Convmunity Investors in the Offering) in any year in which there is sufficient Net Income
to allocate this preferred return. If the available Net Incorne does not reach a 10% refurn

for that year, whatever lesser amount is available will be allocated.

o The second “bucker” is a 10% return on the NUF Unils.
o The third “bucket” is a 7% refurn on the JCNI Units and the DMI Units.

o The fourth “bucket” calls for any remaining Net Income fo be allocated to all of the
Members in proportion to the numbers of their Units.
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4.1.1  Net Income Allocations.

(a) First, after giving effect to the special allocations set forth in Sections 4.2 and
4.3, Net Income for any fiscal year shall initially be allocated among the Members in proportion to and to the extent
of Net Loss allocated to the Members under Section 4.1.2, until the aggregate Net Income allocated to the Members
under this Secction 4.1.1(a) for such fiscal year and all previous fiscal years is equal to the aggregate Net Loss
allocated to the Members under Sections 4.1.2 for all previous fiscal years.

(b} Second, with respect to any particular fiscal year, to the DCI Units until the DCI
Units have been allocated an amount equal to a 10% return for that year on the Capital Contributions of each
Diamond Community Investor (the “DCI Preferred Return”).

(©) Third, with respect to any particular fiscal year, to the NUF Units until the NUF
Units have been allocated an amount equal to a 10% return for that year on the Capital Contributions of each holder
of NUF Units {the “NUF Return”).

(d) Fourth, with respect to any particular fiscal year, to the JCNI Units and the DMI
Units, pro rata based on the total number of outstanding JCNI Units and DMI Units, until the JCNI Units and the
DMI Units have collectively been allocated an amount equal to a 7% retumn for that year on the Capital
Contributions of each holder of JCNI Units and DMI Units (the “JCNI/Diamond Management Retun™),

{e) Fifth, with respect to any particular fiscal year, any remaining Net Income shall
be allocated to all Members in proportion to the Total Outstanding Units.

4.1.2 Net Loss Allocations. After giving effect to the special allocations set forth in
Sections 4.2 and 4.3, Net Loss for any fiscal year shall be allocated to the Members in proportion to the Total
Outstanding Units, Notwithstanding the foregoing, Net Loss shall not be allocated to any Member to the extent this
allocation would cause any Member to have an Adjusted Capital Account Deficit at the end of a fiscal year.

The provisions in Sections 4.2 through 4.8, as required by the income tax laws, call for changes in
the allocation of Net Income and Net Loss to the extent required to help assure that the allocations
reflect the actual economic risks and rewards to the various Members.

4.2 Special Allocations.

{a) Qualified Income Offset. Except as provided in Section 4.2(b), in the event any
Member unexpectedly receives any adjustments, allocations, or distributions described in Treasury Regulations
Sections 1.704-1(b)(2)(D(A)(4), 1.704-1(b)2)(ID(d)(5), or 1.704-1{b)(2)(ii)(d)(6), items of Company income and
gain shall be specially allocated to such Member in an amount and manner sufficient to eliminate, to the extent
required by the Treasury Regulations, the Adjusted Capital Account Deficit created by such adjustment, allocation
or distribution as quickly as possible.

The provision in Section 4.2(b) provides that if the Company has property subject to a loan that
exceeds the property book value for tax purposes, if the loan is paid down the Members will be taxed
on the amount of that paydown,

{b) Company Minimum Gain Chargeback. Despite any other provision of this
Section 4, if there is a net decrease in Company Minimum Gain during any Company fiscal year, each Member shall
be specially allocated items of Company income and gain for such year (and, if necessary, subsequent years) inan
amount equal to such Member’s share of the net decrease in Company Minimum Gain, determined in accordance
with Treasury Regulations Section 1.704-2(g)(2). This Section 4.2(b) is intended to comply with the partnership
minimum gain chargeback requircment in the Treasury Regulations and shall be interpreted consistently therewith.
This provision shall not apply to the extent the Member’s share of net decrease in Company Minimum Gain is
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caused by a guaranty, refinancing, or other change in the debt instrument causing it to become partially or wholly
recourse debt or Member Nonrecourse Debt, and such Member bears the economic risk of loss (within the meaning
of Treasury Regulations Section 1.752-2) for the newly guaranteed, refinanced or otherwise changed debt or to the
extent the Member contributes cash to the capital of the Company that is used to repay the Nonrecourse Debt, and
the Member’s share of the net decrease in Company Minimum Gain results from the repayment.

{c) Nonrecourse Deductions. Nonrecourse Deductions and each Member’s share of
excess Nonrecourse Debt for any fiscal year or other period shall be allocated in proportion to the Total Qutstanding
Units.

4.3 Curative Allocations. Despite any other provision of this Agreement, the Regulatory Allocations
shall be taken into account in allocating items of income, gain, loss and deduction among the Members so that, to
the extent possible, the net amount of such allocations of other iterns and the Regulatory Allocations to each
Member shall be equal to the net amount that would have been allocated to each such Member if the Regulatory
Allocations had not occurred.

4.4 Allocation Among Units. Except as otherwise provided in this Agreement, all Distributions and
allocations made to the Units shall be in the ratio of the number of Units held by each such Member on the date of
such allocation (which allocation date shall be deemed to be the last day of each month) to the Total Outstanding
Units as of such date, and, except as otherwise provided in this Agreement without regard to the number of days
during such month that the Units were held by each Member. Members who purchase or acquire Units at different
times during the Company tax year shall be allocated Net Income and Net Loss using the monthly convention set
forth in Section 4.5. For purposes of this Section 4, an Economic Interest Owner shall be treated as a Member,

4.5 Assignment. In the event of the assignment of a Unit, the Net Income and Net Loss shall be
apportioned as between the Member and the Member’s assignee based upon the number of months of their
respective ownership during the year in which the assignment occurs, without regard to the results of the Company’s
operations during the period before or after such assigmmnent. Distributions shall be made to the holder of record of
the Units as of the date of the Distribution. An assignee who receives Units during the first 15 days of a month will
receive any allocations relative to such month. An assignee who acquires Units on or after the sixteenth day ofa
month will be treated as acquiring such Units on the first day of the following month.

4.6 Power of Manager to Vary Allocations. It is the intent of the Members that each Member’s share
of Net Income and Net Loss be determined and allocated in accordance with Section 704(b) and
Section 514(c)(9) of the Code (except with respect to the NUF Units) and the provisions of this Agreement shall be
so interpreted. Therefore, if the Company is advised by the Company’s legal counsel that the allocations provided
in this Section 4 are unlikely to be respected for federal income tax purposes, the Manager is hereby granted the
power to amend the atlocation provisions of this Agreement {0 the minimum extent necessary to comply with
Section 704(b) and Section 514(c)(9) of the Code and effect the plan of allocations and Distributions provided for in
this Agreement.

4.7 Coiseiit of Members. The allocation methods of Net Income and Net Loss set forth in this
Section 4 are hereby expressly consented to by each Member as a condition of becoming a Member,

4.8 Withholding Obligations.

48.1 Ifthe Company is required (as determined in good faith by the Manager) to make a
payment (a “Tax Payment”) with respect to any Member to discharge any legal obligation of the Company or the
Manager to make payments to any governmental authority with respect to any federal, foreign, state or local tax
liability of such Member arising as a result of such Member’s interest in the Company, then, despite any other
provision of this Agreement to the conirary, the amount of anty such Tax Payment shall be deemed to be a loan by
the Company to such Member, which loan shall bear interest at the Prime Rate and be payable upon demand or by
offset to any Distribution which otherwise would be made to such Member.
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482 Ifand to the extent the Company is required to make any Tax Payment with respect to
any Member, or elects to make payment on any loan described in Section 4.8.1 by offset to a Distribution o a
Member, either (i) such Member’s proportionate share of such Distribution shall be reduced by the amount of such
Tax Payment, or (if) such Member shall pay to the Company prior to such Distribution an amount of cash equal to
such Tax Payment. In the event a portion of a Distribution in kind is retained by the Company under clause
(i) above, such retained property may, in the discretion of the Manager, either (A) be distributed to the other
Members, or (B) be sold by the Company to generate the cash necessary to satisfy such Tax Payment. If the
property is sold, then for purposes of income tax allocations only under the Agreement, any gain or loss from such
sale or exchange shall be allocated to the Member to whom the Tax Payment relates. 1f the property is sold at a
gain, and the Company is required to make any Tax Payment on such gain, the Member to whom the gain is
allocated shall pay the Company prior to the due date of the Tax Payment an amount of cash equal to such Tax
Payment.

4.83  The Manager shall be entitled to hold back any Distribution to any Member to the extent
the Manager believes in good faith that a Tax Payment will be required with respect to such Member in the future
and the Manager belicves that there will not be sufficient subsequent Distributions to make such Tax Payment.

5. Distributions.

The Manager decides when, if ever, cash is to be distributed fo the Members. Under Section 5.1,
Diantond Conmunity Investors, for instance, could be taxed on the Net Income allocated to them
even though they did not receive cash Distributions Sfrom the Company.

5.1 Amount and Time of Distributions. Subject to Section 11 regarding dissolution and liquidation,
the Manager shall distribute Distributable Cash to the Members at such time as the Manager deems advisable.

52 Distributions to Members. Subject to Section 11.3 regarding dissolution and liquidation, all
Distributions to the Members shall be made in accordance with the following order of priority:

Distributions will be made in the same general order as Net Income is allocated in the “buckets”
described in Section 4.1.1 above. Generally, this helps assure that if Distributions are made they are
made proportional fo the income tax consequences 1o the various Members. However, under Section
5.5, up to 5% of the amounts that would otherwise be distributed on the DCI Units may be held back
by the Manager for a Repurchase Reserve (see Section 4 of the Charter). Therefore, Diamond
Community Investors may be taxed on these amounts even though they have not received them.

52.1  First, to holders of DCI Units until the holders of the DCI Units have been distributed a
cumulative amount equal to the aggregate DCI Preferred Return {10% on Capital Contributions} allocated to the
DCI Units under Section 4.1.1(b) for each fiscal year as to which the DCI Preferred Return is calculated, subject to
Section 5.5,

522  Second, to holders of NUF Units until the holders of the NUF Units have been distributed
a cumulative amount equal to the aggregate NUF Return (10% on Capital Contributions) allocated to the NUF Units
under Section 4.1.1(c) for each fiscal year as to which the NUF Return is calculated.

523  Third, to holders of JCNI Units and DMI Units proportionately, until the holders of the
JCNI Units and the DMI Units have been distributed a cumulative amount equal to the aggregate JCNI/Diamond
Management Return (7% on Capital Contributions) allocated to the JCNI Units and the DMI Units under Section
4,1.1(d) for each fiscal year as to which the JCNI/Diamond Management Return is caleulated.

52.4  Fourth, any remaining Distributions shall be allocated to the Members in proportion to
the Total Qutstanding Units.
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5.3 Distributions Other Than Cash. No Member shall have the right to receive property other than
money in any Distribution. Except on dissolution and winding up of the Company, no Member may be compelled
to accept a Distribution of any asset in kind.

5.4 Priorities Among Members. Except as provided in this Agreement, no Member shalt be entitled to
any priority or preference over any other Member as to receipt of Distributable Cash or as to the return of capital on
dissolution of the Company.

5.5 Repurchase Reserve. The Manager shall have the power to set aside, from Distributable Cash that
would otherwise be distributable to the holders of DCI Units, a Repurchase Reserve specifically for the repurchase
of DCI Units. Distributions from such reserve shall be made in the sole discretion of the Manager, and shall
otherwise be administered in accordance with and subject to the limitations set forth in the Charter.

5.6 Restrictions on Distributions. No Distribution shall be made if, after giving effect to the
Distribution;

56,1  The Company would not be able to pay its debts as they become due in the usual course
of business; or

5.6.2  The Company’s total assets would be less than the sum of its toial liabilities.

6. Compensation to Manager and Affiliates; Payment of Company Expenses.

The Manager may only be compensated under the Properly Management Agreement of the
Company or if approved by a Majority Vote of the Units. The Manager is generally not responsible
for any of the Company’s operating expenses. T he Manager’s out-of-pocket expenses related to the
Company are to be reimbursed by the Company.

6.1 Manager and Affiliate Compensation. The Manager and its Affiliates may receive compensation
from the Company for services rendered or to be rendered to the Company only as specified in this Agreement or as
approved by a Majority Vote of the Units. By becoming a Member, each Member consents to the foregoing and
agrees that the receipt of compensation by the Manager or an Affiliate of the Manager in compliance with this
Section 6.1 shall not constitute a breach of fiduciary duty by the Manager or such Affiliate.

6.2 Property Manager. As compensation for its services, the Property Manager, and as applicable its
Affiliates, shall receive compensation for services rendered or (o be rendered as specified in the Property
Management Agreement.

6.3 Company Expenses.

63.1 Operating Expenses. Subject to the limitations in Section 6.3.2, the Company shall pay
directly, or reimburse the Manager as the case may be, for all of the costs and expenses of the Company’s
operations, excluding costs and expenses of the initial organization of the Company and of the Offering, and

including, without limitation, the following costs and expenses:

(a) Al costs of personnel employed by the Company who are directly involved in
the Company’s business;

{n All compensation due to the Manager or ifs Affiliates for services rendered to
the Company as specified in this Agreement or the Property Management Agreement;

{©) All costs of personnel employed by the Manager or its Affiliates who are
directly involved in the business of the Company;
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{d) All costs of borrowed money, taxes and assessments on the Property and other
taxes applicable to the Company; !

{e) Legal, accounting, audit, brokerage, and other fees;

4] Fees and expenses paid to independent contractors, mortgage bankers, real estate
brokers, and other agents,;

(g Costs of acquiring, owning, developing, improving, operating, and disposing of
Property;

h Expenses incurred in connection with the development, alteration, maintenance,

repair, remodeling, refurbishment, leasing and operation of Property;

(i) All expenses incurred in connection with the maintenance of Company books
and records, the preparation and dissemination of reports, tax returns or other information to the Members, and the
making of Distributions to the Members;

() Expenses incurred in preparation and filing reports or other information with
appropriate regulatory agencies;

k) Expenses of insurance as required in connection with the business of the
Company, other than any insurance insuring the Manager against losses for which the Manager is not entitled to be
indemnified under Section 7.9;

Q) Costs incurred in connection with any litigation in which the Company may
become involved, or any examination, investigation, or other proceedings conducted by any regulatory agency,
including legal and accounting fees;

(m) Actual costs of goods and materials nsed by or for the Company;

() Costs of services that could be performed directly for the Company by
independent parties such as legal, accounting, secretarial or clerical, reporting, transfer agent, data processing and
duplicating services but which are in fact performed by the Manager or its Affiliates, but not in excess of the lesser
of the actual costs to the Manager or its Affiliates of providing such services or the amounts which the Company
would otherwise be required to pay to independent parties for comparable services in the same geographic locale;

{0) Expenses of Company administration, accounting, documentation and reporting;
(p) Expenses of revising, amending, modifying, or terminating this Agreement;
@ All travel expenses incurred in connection with the Company’s business

authorized by the Manager; and

03] All other costs and expenses incurred in connection with the business of the
Company except those set forth in Section 6.3.2.

‘ 6.3.2 Manager’s Qverhead. Except as set forth in this Section 6, the Manager and its Affiliates
shall not be reimbursed for the Manager’s overhead expenses incurred in connection with the Company, including,
but not limited to, rent, depreciation, utilities, capital equipment, and other operational and administrative items.
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7. Authority and Responsibilities of Manager.

In general, the Manager has the power fo run the Company’s business without the consent of the
Members, subject only to certain restrictions. However, @ majority of the Members may vote fo
replace the Manager.

7.1 Management, The business of the Company shall be managed by the Manager. The initial
Manager of the Company shall be Diamond Management. Except as otherwise set forth in this Agreement, the
Manager shall have full and complete authority, power and discretion to manage and control the business and
properties of the Company, to make all decisions regarding those matters, and to perform any and all other acts or
activities customary or incident to the management of the Company’s business.

7.1.1  Standard of Care. The Manager shall exercise ordinary business judgment in managing
the business of the Company. The Manager shall not be liable or obligated to the Members for any action or
inaction by the Manager in operating the business of the Company that results in any loss to the Company or its
Members unless the action or inaction constituted fraud, breach of fiduciary duty, gross negligence or gross
mtisconduct,

712  Devotion of Time by Manager. The Manager shall devote such care, time and attention
to the business of the Company as is reasonably necessary. In this connection, the Members acknowledge that the
Manager and its Affiliates might be managers of other limited fiability companies and general partners of other
partnerships, and might engage in other business of the type conducted by the Company, whether or not competitive
with the business of the Company.

713  Exoneration of Manager and Officers. No person shall be personally liable under any
judgment of a court or in any other circumstance for any debts, obligations or liabilities of, or judgments against, the
Company, whether arising in contract, tort or otherwise, solely by reason of being a manager, officer or agent, or all
of them, of the Company, except in the event of a breach of the standard of care set forth in Section 7.1.1.

714  Acts of Manager as Conclusive Evidence of Authority. Any note, mortgage, evidence of
indebtedness, contract, certificate, conveyance or other writing, and any assignment or endorsement of any such
docurment, signed or entered into between the Company and any other person, when signed by the Manager, shall
not be invalidated as to the Company by any lack of authority of the Manager in the absence of actual knowledge on
the part of the other person that the signing Manager had no authority to sign it.

7.2 The Manager.

The Manager is elected by a majority of the Units. Nominations may be made by holders of over 5%
of the Units. The Manager may only resign on 90 days notice and approval of a majority of the
Units and a majority of the DCI Units.

721  Election and Number of Managers. Managers shall be elected by the Members at &
meeting of Members called for that purpose under Section 8.4.1 or by a written consent action taken by the
Members without a meeting under Section 8.4.5. Nominations for Manager may be made only by the Manager or
by Members holding more than 5% of the outstanding Units. Nominations must be provided in writing to the
Manager at least 10 days prior to any meeting for the election of Manager, unless the Manager consents in writing to
a shorter period. To be elected a Manager must receive a Majority Vote. Initially, there shall be only one Manager,
Diamond Management, which shall serve until such an election occurs. Until changed by a Majority Vote, the

number of Managers shall be one; provided, however, in no event shall the number of Managers exceed five,

722  Removal and Resignation of Manager, Filling of Vacancies.

(a) A Manager shall antomatically be removed as a Manager if (i) an Event of
Insolvency occurs with respect to the Manager, or (ii) the Manager is an individual who dies.
10
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(b} A Manager may be removed by a Majority Vote if the Manager (i) is convicted
of a felony or declared of unsound mind by an order of court, or (ii) violates any term of this Agreement, including,
but not limited to, the standard of care set forth in Section 7.1.1.

{c) A Manager may only resign if (i) the Manager provides at least 90 days written
notice to the Company, and (ii) the resignation is approved by both a Majority Vote and a Majority Vote of the DCI
Units.

{d) If a Manager is removed or resigns the Members shall, at a duly cafled and held
meeting or by written consent, elect a successor Manager to take office when the resignation or removal becomes
effective. If the removed or resigning Manager is a Member, the removed or resigning Manager shall be entitled to
retain any Units held.

723  Place of Meetings: Telephone Meetings. 1f there is more than one Manager, then
meetings of the Managers may be held at any time and place within the Diamond Neighborhoods, and under the
procedures for notice as designated from time to time by the Managers. Meetings may be held by conference
telephone or similar communication equipment, provided that all Managers participating can hear one another.

7.2.4  Quorum. Ifthere is more than one Manager, a majority of the authorized number of
Managers shall constitute a quoram for the transaction of business.

72.5  Continuation of Meeting. If there is more than one Manager, whether or not a quorum is
present, a majority of the Managers present may fix a later time and place to continue the meeting and shall provide
reasonable notice of the continuance to the Managers not present.

72.6  Action Without a Meeting. If there is more than one Manager, any action required or
permitted to be taken by the Managers may be taken without a meeting if all of the Managers consent in writing,
including by e-mail, to that action, Any such action taken by written consent shall have the same force and effect as
a unanimous vote of the Managers taken at a meeting, and all such written consents shall be filed with the minutes
of the proceedings of the Managers.

727  Directors and Officers Insurance. During the service to the Company of cach Manager,
officer or agent, and for a period of three years after the date such service terminates, the Company shall carry
directors and officers insurance covering claims against any such Manager and its Affiliates, and any such officer
and agent, related to services rendered (i) to the Company, (ii) as an officer, director or manager of any organization
under the control of the Company, or (iif) in another capacity at the request of the Company.

72.8  Method of Action by Manager. The Manager (or, if the Company has more than one
Manager, a majority of the Managers) may sign and deliver documents on behalf of the Company, and all such
documnents shall constitute signed and delivered documents of the Company.

Section 7.3 describes the broad authority of the Manager to operate the Company. Under other
provisions of this Agreement, in some cases this authority requires a Majority Vote of the Members
and in some cases of the DCI Units,

7.3 Manager Authority. The Manager shall have all authority, rights and powers conferred by law
(subject only to Section 8.2) and those required or appropriate to the management of the Company’s business,
which, by way of illustration but not by way of limitation, shall include the right, authority and power to cause the
Company to do any of the following, as the Manager may deem in its discretion to be reasonably necessary and
appropriate:

73.1  Take all actions as the developer and operator of the Project;
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732  Acquire, hold, develop, lease, rent, operate, sell, exchange, subdivide and otherwise
dispose of Property including the Project, subject to Section 8.2.13;

733  Borrow money and, if security is required for repayment of such borrowed money,
pledge or mortgage or subject Property to any security device, obtain replacements of any mortgage or other security
device, and prepay, in whole or in part, refinance, increase, modify, consolidate, or extend any mortgage or other
security device, ail on such terms and in such amounts as determined by the Manager;

734  Place record title to, or the right to use, Property in the name or names of a nominee or
nominees for any purpose convenient or beneficial to the Company;

735  Enter into contracts and agreements in connection with the Company’s business for any
purpose convenient or beneficial to the Company, including without limitation (i) contracts or agreements with
Affiliates of the Manager, and (ii) contracts or agreements of insurance (including errors and omissions insurance)
for the conservation of Company assets or for the protection of the Company and the Manager,

73.6  Employ persons, who may be Affiliates of a Manager, in the operation and management
of the business of the Company;

7.3.7  Prepare or cause to be prepared reports, statements, and other relevant information for
Distribution to the Members;

7.3.8  Open accounts and deposits and maintain funds in the name of the Company in banks,
savings and loan associations, “money market” mutual funds and other instruments;

73.9  Cause the Company to make or revoke any of the elections referred to in the Code (the
Manager shall have no obligation to make any such elections);

7.3.10 Select as its accounting year a fiscal year as may be approved by the Internal Revenue
Service (the Company has adopted a fiscal year ending June 30);

73.11 Determine the appropriate accounting method or methods to be used by the Company;

7.3.12 In addition to any amendments otherwise authorized herein, amend this Agreement
without any action on the part of the Members by special or general power of attorney or otherwise:

(a) To add to the representations, duties, services or obligations of the Manager or
its Affiliates, for the benefit of the Members;

()] To cure any ambiguity or mistake, to correct or supplement any provision herein
that may be inconsistent with any other provision herein, or to add any other provision with respect to matters or
questions arising under this Agreement that will not be inconsistent with the provisions of this Agrecment;

{c) To delete or add any provision of this Agreement required to be so deleted or
added for the benefit of the Members by the staff of the Securities and Exchange Commission or by a state “Blue
Sky” Comtmissioner or similar official;

(d) To amend this Agreement to reflect the addition or substitution of Members;

(e) To minimize the adverse impact of, or comply with, any final regulation of the
United States Department of Labor, or other federal agency having jurisdiction, defining “plan assets” for ERISA
purposes;
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() To reconstitute the Company under the laws of another state if deemed in the
best interest of the Company; or

(g) To sign, acknowledge and deliver any and alt documents to effectuate the
foregoing, including the signing, acknowledgment and delivery of any such document by the attorney-in-fact for the
Manager under a special or limited power of attorney, and to take all such actions in connection therewith as the :
Manager shall deem necessary or appropriate with the signature of the Manager acting alone; ‘

7.3.13 Require in any Company contract that the Manager shall not have any personal liability,
but that the person or entity contracting with the Company is to look solely to the Company and its assets for
satisfaction;

7.3.14 Lease personal property for use by the Company;

73.15 Dstablish reserves from income, including but not limited to the Repurchase Reserve, in
such amounts as the Manager may deem appropriate, subject to the other provisions of this Agreement;

73.16 Temporarily invest the proceeds from sale of Units in U.S. government agency securities ‘
backed by the full faith and credit of the United States Government, and/or accounts with one or more financial i
institutions the accounts of which are insured by the Federal Deposit Insurance Corporation to the maximum extent
permitted by law;

73.17 Make secured or unsecured loans to the Company and receive interest at the rates set
forth herein, subject to the other provisions of this Agreement;

7.3.18 Designate a Member to serve as “tax matters partner,” within the meaning of the Code, in
discussions with the Internal Revenue Service regarding the tax treatment of items of Company income, loss,
deduction or credit, or any other matter reflected in the Company’s returns, and, if deemed in the best interest of the
Members, agree to final Company administrative adjustments or file a petition for a readjustment of the Company
items in question with the applicable court;

73.19 Redeem or repurchase Units on behalf of the Company, subject to the other provisions of
this Agreement;

73.20 Hold an election for a successor Manager before the resignation, expulsion or dissolution
of a Manager;

7321 Initiate, settle and defend legal actions on behalf of the Company;

7322  Admit itself as a Member, provided all requirements under this Agrecment to be admitted
as a Member are complied with;

7323 Take all actions and make any decision under the Property Management Agreement;
7324 Amend or terminate the Property Management Agreement;
7.3.25 Enter into any transaction with any partnership or venture;

7.3.26 Merge or combine the Company or “rofl-up” the Company into a partnership, limited
liability company ot other entity with a Majority Vote of the Units and a Majority Vote of the DCI Units;

7327 Place all or a portion of the Project in a single purpose or bankrupfcy remote entity, or
otherwise structure or restructure the Company to accommodate any financing for all or a portion of the Project;
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7.3.28 Perform any and all other acts which the Manager is obligated or permilfed to perform
hereunder; and

7329 Sign, acknowledge and deliver, on behalf of and in the natne of the Company, any and all
documents to effectuate the foregoing and all transactions and actions described in, or contemplated by, the Offering
Circular, and take all such related actions the Manager may deem necessary or appropriate.

7.4 Restrictions on Manager’s Authority. Neither the Manager nor any of its Affiliates shail have
authority, without a Majority Vote of the Units, to take any of the following actions:

Section 7.4 sets forth several specific matters that require the approval of both the Manager and a
Majority Vote of the Units.

74.1  Eater into contracts with the Company that would bind the Company after the expulsion,
Event of Insolvency, or other cessation to exist of the Manager, or continue the business of the Company after the
occurrence of such event;

7.42  Use or permit any other person to use Company funds or assets in any manner except for
the exclusive benefit of the Company;

7.4.3  Alter the primary purpose of the Company;

744  Except for the Project, or an undivided interest in the Project, sell or lease to the
Company any real property in which the Manager or any Affiliate has any interest;

745  Admit another person or entity as a Manager, except in compliance with the procedures
set forth in this Agreement;

746 Reinvest Cash from Operations in any real property other than the Project;

747  Commingle the Company funds with those of any other person or entity, except for (i) the
temporary deposit of funds in a bank checking account for the sole purpose of making Distributions immediately
thereafter to the Members and the Manager or (ii) funds attributable to the Project or other real property owned by
the Company and held for use in the management of the operations of the Project or such real property;

748  Directly or indirectly pay or award any finder’s fees, commissions or other compensation
to any person engaged by a potential investor for investment advice as an inducement to such advisor to advise the
purchaser regarding the purchase of Units; or

7.49  Take any action under Section 8.2 without the required vote of the Members,

7.5 Responsibilities of Manager. The Manager shall:

7.5.1  Have a fiduciary responsibility for the safekeeping and use of all the funds and assets of
the Company, whether or not in the Manager’s possession or control, and the Manager shall not employ, or permit
another to employ, such funds or assets in any manner except for the exclusive benefit of the Company;

752 Not receive from the Company a rebate or give-up or participate in any reciprocal
business arrangements which would enable the Manager or any Affiliate to do so, or would otherwise circumvent
fhe restrictions in the Rules of the California Department of Corporations against dealing with the Manager or its
Affiliates;
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753  Devote such of its time and business efforts to the business of the Compary as the
Manager shall in its discretion, exercised in good faith, determine to be necessary 10 conduct the business of the
Company for the benefit of the Company and the Members;

7.5.4  File and publish all certificates, statements, or other documents required by law for
formation, qualification and operation of the Company and for the conduct of its business in all appropriate
jurisdictions;

755  Cause the Company to be protected by public liability, property damage and other

insurance determined by the Manager in its discretion to be appropriate to the business of the Company;

756  Atall times use its best efforts to meet applicable requirements for the Company to be
taxed as a partnership and not as an association taxable as a corporation; and

757  Amend this Agreement to reflect the admission of Members not later than 90 days after
their date of admission or substitution, to the extent determined necessary or advisable in the judgment of the
Manager.

7.6 Signing of Documents by Manager. The Manager may sign any and all documents on behalf and
in the name of the Company.

7.7 Officers.

The Manager may appoint “gfficers” to carry out some, but not all, of the Manager’s responsibilities
under the Agreement. Section 7.7 outlines which responsibilities may be delegated, how officers are
appointed, and how they would be replaced if they resign or are removed from office.

771  Delegation of Authority by Manager. The Manager shall have the power to delegate,
from time to time, to one or more officers of the Company, those powers of the Manager set forth in Section 7.3 as
the Manager deems appropriate.

772  Appointment of Officers. The Manager may appoint officers at any time. The officers of
the Company, if deemed necessary by the Manager, may include a chairperson, president, vice president, secretary,
and chief financial officer. The officers shall serve at the pleasure of the Manager, subject to all rights, if any, of an
officer under any contract of employment. Any individual may hold any number of offices. An officer shall be a
resident of the State of California. The officers shall exercise such powers and perform such duties as specified in
this Agreement and as shall be determined from time to time by the Manager, subject to the restrictions on
delegation in this Agreement and the signature authority provisions of this Agreement.

773  Removal, Resignation and Filling of Vacancy of Officers. Subject to the rights, if any, of
an officer under a contract of employment, any officer may be removed, either with or without cause, by the
Manager at any time. Any officer may resign at any time by giving written notice to the Manager. Any resignation
shall take effect at the date of the receipt of the notice or at any later time specified in the notice and, unless
otherwise specified in the notice, the acceptance of the resignation shall not be necessary to make it effective. Any
resignation is without prejudice to the rights, if any, of the Company under any contract {o which the officer is a

party. A vacancy in any office because of death, resignation, removal, disqualification or any other cause shall be
filled in the manner prescribed in this Agreement for regular appointments to that office.

774  Salaries of Officers. Subject to the other terms of this Agreement, the salaries of all
officers and agents of the Company shall be set by the Manager.

7.8 Tax Matters Member. The Members hereby appoint Diamond Management to act as the “tax
matters partner,” until a successor is designated under the terms of this Agreement.
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7.9 Indemnification of Manager and Officers.

7.9.1  The Manager, its sharcholders, Affiliates, officers, directors, partners, manager,
members, employees, agents and assigns, and each officer and agent of the Company (each, an “Indemnitee” and,
collectively, the “Indemnitees”), shall not be liable for, and shall be indemnified and held harmless (to the extent of
the Company’s assets) from, any loss or damage incurred by them in connection with the business of the Company.
Such loss or damage may include but is not limited to costs and reasonable attorneys’ fees incurred in connection
with, and any amounts expended in the settlement of, any claims of loss or damage resulting from any act or
omission performed or omitted to be performed in good faith (provided that such act or omission does not constitute
fraud, breach of fiduciary duty, gross negligence or gross misconduct, and was performed or omitted to be
performed under the authority granted to such Indemnitee by the Company), including without Himitation, serving as
a director, officer or other agent of another limited liability company, corporation or other entity at the direction of
the Manager. Howevet, the Manager shall not be indemnified or held harmless with respect to a loss or liability
unless: (i) the Manager has determined, in good faith, that the course of conduct which caused the loss or liability
was in the best interests of the Company; and (ii) the action or inaction did not constitute fraud, breach of fiduciary
duty, gross negligence or gross misconduct by the Manager. Any indemnification shall be recoverable only from the
assets of the Company and not from any other assets of the Members.

7.9.2  Despite Section 7.9.1, the Company shall not indemnify any Indemnitee for liability
imposed or expenses incurred in connection with any claim arising out of an alleged violation of the Securities Act
of 1933, as amended, or any other federal or state securities Taw, with respect to the offer and sale of the Units.
Indemnification will be allowed for settiements and related expenses in lawsuits alleging securities law violations,
and for expenses incurred in defending such lawsuits, provided that (i) there has been a successful adjudication on
the merits of cach count involving alleged securities law violations as to such Indemnitee; or (il) such claims have
been dismissed with prejudice on the merits by a court of competent jurisdiction as to such Indemnitee; or (iii) the
indemnification is specifically approved by a court of competent jurisdiction as to the Indemnitee that has been
advised as to the current position of the Securities and Exchange Commission {as to any claim involving allegations
that the Securities Act of 1933, as amended, was violated) or the applicable state authority (as to any claim involving
allegations that the applicable state’s securities laws were violated).

793  The Company shall have the power to advance expenses incurred in defending any
proceeding that is (i} initiated by a third party who is not an investor in the Company, or (ii) that is instituted by an
investor in the Company and a court of competent jurisdiction approves advancement prior to the final disposition of
such proceeding. Such advancement must be authorized by the Manager or, if the Manager is seeking
indemnification, by a Majority Vote of the Units (not including any Units held by the Manager or by the investor
who initiated the proceeding, as applicable) upon receipt of an undertaking by such person or entity to repay such
amount unless it shall ultimately be determined that such person or entity is entitled to be indemnificd by the
Company. “Expenses” as used in this Section 7.9 include, without limitation, attorneys’ fees and costs incurred by
an Indemnitee in establishing whether a right to indemnification exists.

79.4  The Company shall have the power to purchase and maintain insurance, on behalf of any
Indemnitee, against any potential liability thal may be asscrted against such Indemnitee in connection with the
Indemmnitee’s status with, or actions taken on behalf or at the direction of, the Company. However, the Company
shall not incur the cost of that portion of liability insurance that insures for any liability for which the Company
would not have the power to indemnify against such liability under the provisions of Section 7.9.1 and 7.9.2.

7.10  No Personal Liability for Return of Capital. The Manager shall not be personally liable or
responsible for the return or repayment of any portion of the Capital Contribution of any Member or any loan made
by any Member to the Company, it being expressly understood that any such return of capital or repayment of any
loan shall be made solely from the assets of the Company (which assets do not include any right of contribution
from any Member).
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7.11 Anuthority as to Third Persons.

7.11.1 The Manager shall have full authority to sign any and all agreements, contracts,
conveyances, deeds, mortgages and other documents on behalf of the Company. No signature of any Member shall
be required.

7.112  No third party dealing with the Company shall be required to investigate the authority of
the Manager. No purchaser of any property or interest owned by the Company shali be required to determine the
right to sell or the authority of the Manager to sign and deliver any instrument of transfer on behalf of the Company,
or to see to the application or payout of revenues or proceeds paid or credited in connection therewith.

7.11.3 The Manager shall have the right by separate document to authorize one or more persor
or entities to sign leases and lease-related documents on behalf of the Company. Any leases and documents signed
by any such person or entity shail be binding upon the Company as if signed by the Manager. Such person or entity
need not be an officer of the Company.

3. Rights, Authority and Voting of the Members.

Section 8 outlines the matters that the Members vote on, including matters that they have the right to
approve without the consent of the Manager and those that require the consent of the Manager as
well. The procedures for meeting and voting are also set forth in Section 8.

8.1 Members Are Not Agents. Under Section 7 and the Articles of Organization, the management of
the Company is vested in the Manager. A Member, as such, is not an agent of the Company, and has no authority to
act on behalf of the Company or sign any document on behalf of the Company.

8.2 Voting by Members. Except as otherwise specifically provided in this Agreement or in the
Charter, Members are entitled to cast one vote for each Unit they own. A Majority Vote is required to approve any
act except as otherwise specified in Sections 8.2.1 through 8.2.14, inclusive, or in the provisions cross-referenced in
such sections. Except as otherwise specifically provided in this Agreement, Members who own Units (but not
Economic Interest Owners) shall have the right to vote only upon the following matters:

82.1  Flection and removal of Managers, and setting of the number of Managers (if to be
changed from one) in accordance with Section 7.2.1;

822  Continuation of the business of the Company after the sole Manager has ceased to be the
Manager;

823  Amendment of this Agreement, in accordance with Section 14;

224  Dissolution and winding up of the Company as set forth in Section 11.1.2;

8.2.5  Compensation of the Manager and its Affiliates to the extent set forth in Section 6.1;
8.2.6  Removing a Manager under Section 7.2.2;

82.7  The merger, combination or “roll-up” of the Company in accardance with Section 7.3.26;
8.2.8  Any of the matters set forth in Section 7.4;

829  Certain matters regarding meetings of Members set forth in Section 8.4;

82.10 Certain matters regarding the liquidation of the Company’s assets and related accounting,
in the event there is not a Manager, in accordance with Section 11.3;
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82.11 Certain matters set forth in the definition of “Capital Account”;
82.12 Modification of the Property Management Agreement in any material respect;

82.13 The sale of all or substantially all of the assets of the Company, which shall also require a
Majority Vote of the DCI Units; and

82.14 Termination of the Property Management Agreement.

83 Member Vote: Consent of Manager, The matters subject to approval by the Members under
Sections 8.2.1, 8.2.2, 8.2.4, 8.2.6, 8.2.9, 8.2,10, 8.2. 14, 11.1.2, 11.2, and 11.3.1 require a vote of the Members only.
Otherwise, unless specifically provided to the contrary in this Agreement, matiers on which the Members vote shall
also require the consent of the Manager to be effective.

8.4 Meetines of the Members; Power to Call Meetings. This Section 8.4 applies onty to meetings of
Members held under this Operating Agreement, and does not apply to meetings of Diamond Community Investors
held under the Charter.

84.1  Call of Meetings. . Meetings of Members may be held at such date, time and place in the
City of San Diego as the Manager may fix from time to time. The Manager may at any time call for a meeting of
the Members, or for a vote by written consent without a meeting, on matters on which the Members are entitled to
vote. The Manager shall call for such a meeting (but not a vote by written consent without a meeting) following
receipt of a written request for a meeting from Members holding at least 10% of the Units entitled to vote or
Members holding at teast 10% of the DCI Units entitled to vote, provided that in any 12-month period no more than
two meetings may be calfled by holders of DCI Units without the consent of the Manager. Within 20 days after
receipt of such request, the Manager shall notify all Members entitled to vote.

8.4.2  Notice. Written notice of each meeting shall be given to each Member entitled to vote at
that meeting. Fach notice shall be either personally delivered or mailed to the address appearing on the books of the
Company. Each notice shall be delivered or maited not less than 10, nor more than 60, days before the meeting. A
notice shall specify the place, date and time of the meeting and contain a detailed statement of the action proposed,
including the exact wording of any resolutions proposed for adoption by the Members and of any proposed
amendment to this Agreement. No business may be transacted at the meeting unless specified in the notice.

843  Conduct of Meetings. . The chairperson shall preside at each meeting and the secretary
shall act as secretary of each meeting. In the absence of the chairperson or secretary, the Manager shall appoint a
person to act as chairperson or secretary of the meeting, as applicable. The secretary of the meeting shall prepare, or
cause to be prepared, minutes of the meeting, which shall be placed in the minute books of the Company. All
meetings shall be held in accordance with Roberts Rules of Order (see www.robertstules.com) unless the
chairperson determines otherwise.

84.4 Rescheduling Meetings. . A Member meeting may be reschieduled to another time or
place before or after notice of the meeting is given. If the meeting has not yet started at the time it is rescheduled,
the Manager may reschedule the meeting by following the procedures for calling and noticing a meeting in Sections
8.4.1 and 8.4.2. If the meeting has started but the chairperson decides to reschedule it, the chairperson will set the
date and time of the meeting as follows: (i) if the meeting is rescheduled for a date that is within 45 days of the date
of the original meeting, the chairperson shall ammounce the date and time of the rescheduled meeting at the mesting
and no additional notice is required, or (ii) if the mesting is rescheduled for a date that is more than 45 days after the
date of the original meeting, the Manager shall follow the procedures for calling and noticing a meeting in Sections
8.4.1 and 8.4.2.

8.4.5 Proxies. A Member may vote in person at a meeting or may vote by proxy. A proxy isa
legal document that gives one person the right to appear at a meeting and vote on behalf of another person. To be
valid, the proxy must be (i) in writing, (ii) signed by the Member with the voting rights, and (iii} dated on or prior to
the date of the meeting at which the vote will take place. The proxy may, but is not required to, contain instructions
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regarding how to vote (for example, which Manager nominees to vote in favor of). A Member who wishes to vote
by proxy must submit the proxy to the Manager at or prior to the meeting at which the proxy will be used. A proxy
will be valid for 60 days, unless it states in writing that it is valid for a shorter period of time, or unless it is revoked.
A proxy may be revoked by the Member by: (i) delivering a new proxy to the Manager, (i) delivering a written
notice revoking the proxy to the Manager, or (iii) appearing at the meeting in person and voting. In any case, the
new proxy or the written revocation must be dated later than the date of the original proxy being revoked.

84.6 Quorum. Actions may be taken at a meeting of Members only if a quorum is present at
the beginning of the meeting. A quorum is present if Members entitled to vote a majority of the Units are present.
A Member is deemed to be present at the meeting if the Member (i) appears in person, or (ii) has provided a proxy
to someone else who appeats in person at the meeting. If a quorum is not present at the beginning of a mecting, the
chairperson may reschedule the meeting in accordance with Section 8.4.4, but no other business may be fransacted.
If a quorum is present at the beginning of a meeting, the meeting may continue even if Members feave. In this
circumstance, when a vote is called, the Members still present shall be considered a quorum unti! that meeting ends.

847 Consent of Absentees. If a Member meeting is not properly called and noticed, the
transactions of the meeting are still valid if (i) a quorum is present, and (ii) cither before or after the meeting, each of
the Members entitled to vote, not present in person or by proxy, signs a written waiver of notice, a consent to the
holding of that meeting or an approval of the minutes of that meeting. All waivers, consents and approvals shall be
filed with the Company records or made a part of the minutes of the meeting.

348  Action Without Meeting. Except as otherwise provided in this Agreement, any action
which may be taken at a meeting of the Members may be taken without a meeting if a consent in writing, setting
forth the action so taken, is signed by Members having not less than the minimum number of votes that would be
necessary to take that action at a meeting at which all Members entitled to vote on such action were present and
voted. If the Members are requested to consent on a matter, each Member must be given at least 10 days, but no
more than 60 days, prior written notice of such request. However, if the Manager requests, or Members representing
more than 10 % of the Units entitled to vote request, a meeting for the purpose of discussing or voting on the matter,
a meeting must be held (and a notice must be given in the same manner as required by Section 8.4.2) and no action
shall be taken until such mecting is held, Any action taken by written consent shall be effective upon the delivery to
the Manager of the written consent signed (including in counterpart and by facsimile or other electronic means) by
Members entitled to vote who hold sufficient Units to take the action set forth in such written consent,

849 Record Dates. The Manager may set a record date to determine which Members are
entitled to (i) vote, (ii) receive notice of any meeting, (iii) receive a Distribution (in which case the record date shatl
also apply to Economic Interest Owners), or (iv) exercise any other rights. Ifa record date is set, it must be set in
advance and may not be more than 60 days or less than 10 days prior to the date of the meeting or other action. Ifno
record date is set the following applies:

(a) The record date for determining which Members are entitled to receive notice of
or to vote at a meeting shall be the close of business on the business day prior to the day on which notice is given or,
if notice is waived, at the close of business on the business day piior to the day on which the meeting is held;

(b) The record date for determining which Members are entitled to consent to an
action in writing without a meeting shall be the day on which the first Member consents;

(<) The record date for any other purpose shall be the close of business on the date
on which the Manager adopts a record date or the 60th day prior to the date of an action, whichever is later; and

(d) A determination of Members of record entitled to receive notice of or to vote at
a meeting of Members shall apply to any rescheduling of the meeting.  The only exception is that if the rescheduled
meeting is more than 45 days after the original meeting, a new record date shall be set.
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84.10 Inspector of Election. The Manager shall appoint an inspector of election before any
Member meeting. The inspector of election may be any person who is not a nominee to become Manager at the
meeting, If an inspector of election is not appointed, or if any person that is appointed fails to appear or refuses to
act, the chairperson of the meeting shall appoint an inspector of election at the meeting. The inspector of election
shall do the following at the meeting:

(@) Determine the number of Units outstanding, the voting power of each
outstanding Unit and the number of Units represented at the meeting;

{b) Determine whether a quorum exists;

{c) Determine the validity and effect of proxies;

(d) Receive votes, ballots or written consents;

(e) Hear and determine all questions regarding the right to vote;

4] Count all votes cast, whether by written consent, ballot or proxy;

(8) Determine when the polls have closed;

(h) Determine the result of the election; and

() Take such further actions as may be necessary and proper to conduct the

election or other vote with fairness to all Members entitled to vote.

84.11 Record Date and Closing Company Books. When a record date is fixed with respect to a
given meeting, Distribution or other right, only Members of record on that date are entitled to receive notice of and
to vote at the meeting or to receive a Distribution or allotment of rights, or to exercise the rights, as the case may be,
even if Units are transferred on the books of the Company after the record date.

8.4.12 No Meetings of Members Required. Nothing contained in this Agreement may be
construed to require that the Members hold meetings or, if meetings are held, that Members observe formalities in
the holding of meetings. The fact that meetings are held on some occasions or that formalities are observed at some
meetings shall not be construed to require the holding of meetings or the observance of formalities in future
meetings.

8.5 Rights of Owners. No Owner shall have the right or power to: (i) withdraw or reduce such
Owner’s contribution to the capital of the Company, except as a result of the dissolution and termination of the
Company or as otherwise provided in this Agreement or by law; (ii) bring an action for partition against the
Company; or (iii) demand or receive property other than cash in return for such Owner’s Capital Contribution,
Except as provided in this Agreement, no Owner shall have priority over any other Gwner either as io the return of
Capital Contributions or as to allocations of the Net Income, Net Loss or Distributions of the Company. Other than
upon the termination and dissotution of the Company as provided by this Agreement, there has been no time agreed
upon when the contribution of each Owner (other than JCNI) is to be returned.

8.6 Restrictions on the Members. No Member shall:

8.6.1 Disclose to any non-Member, other than such Member’s lawyers, accountants or
consultants, or commercially exploit, any of the Company’s business practices, trade secrets or any other
information not generally known to the business community; or

862 Do any other act or deed with the intention of harming the business operations of the
Company.
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8.7 Return of Distributions to Owners. In accordance with the Act, an Owner may, under certain
¢circumstances involving the Owner’s knowledge that a Distribution was improper when the Owner approved the
Distribution, be required to return to the Company, for the benefit of the Company’s creditors, amounts previously
distributed to the Owner. If any court of competent jurisdiction holds that any Owner is obligated to make any such
payment, such obligation shall be the obligation of such Owner and not of the Company, the Manager or any other
Owner,

9. Assienment of Units,

In general, the financial interests in Units may be transferred if certain conditions are met. Some of
the special conditions for transfer of DCI Units are described in the Charter, Transfer of voting and
other rights under the Agreement can only be made with the consent of the Manager.

9.1 Permitted Transfers. The transfer of DCI Units shall be governed solely by the Charter, and this
Section 9.1 shall not be applicable to such transfer. Subject to the preceding sentence, a Member may sell, assign,
encumber, give away by gift, or otherwise transfer JCNI Units, DMI Units and/or NUF Units (each such event, a
“Transfer) provided that each of the conditions in Sections 9. 1.1 through 9.1.9 arc satisfied in the judgment of the
Manager. The person or entity receiving the transferred Units (the “Transferee”) will not be a Member but will
instead be an Hconomic Interest Owner only. Once a Transfer has been made, the original Member making the
transfer (the “Transferor”) will no longer have any rights connected to, or ownership interest in, the transferred
Units.

9.i.1  The Transfer is for, at a minimum, the lesser of (i) 20 Units or (i) the total number of
Units held by the Transferor;

9.12  The Manager consents in writing to the Transfer after determining, in the Manager’s
reasonable discretion, that the Transfer is in compliance with this Agreement;

9.13  The Transfer is not made to a minor (under 18 years old) or to a person who, for any
reason, lacks the legal capacity to enfer into contracts, except if the Transfer (i) occurs as a result of the death of the
Transferor (for example, by a will), or (ii) is made to a custodian or trustee for a minor or other person who lacks
contractual capacity, so fong as the custodian or trustee meets the requirements to be a Member;

9.1.4 The Manager determines, with advice of counsel, that the Transfer will not jeopardize the
applicability of the exemptions from the registration requirements under the Securities Act of 1933, as amended, and
from registration or qualification under state securities laws, relied upon by the Company and Manager in offering
and selling the Units or otherwise violate any federal or state securities laws;

9,1.5 The Manager determines, with advice of counsel, that, despite such transfer, the Units
will not be deemed traded on an established securities market or “readily tradable on a secondary market {or the

substantial equivalent thereof)” under the provisions applicabie to publicly traded partiership status;

0.16 The Transfer is in writing, does not violate any of the provisions of this Agreement, is
evidenced in a document signed by the Transferor, and is accepted by the Manager in writing;

9.1.7 The Transferee is a California resident;

6.1.8 A transfer fee is paid by the Transferor in an amount determined by the Manager to cover
all reasonable expenses, including attorneys’ fees and costs incurred by the Company in connected with such
Transfer; and

9.19  The Transfer will not result in qualified benefit plan investors (for example, IRAs or
401(k) plans) owning 25% or more of the total Units outstanding subsequent to the Transfer.
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92 Admission of Economic Interest Owner as Member. The right of an Economic Interest Owner
Tolding DCI Units to be admitted to the Company as a Member shall be governed solely by the Charter, and this
Section 9.2 shall not be applicable to such admission. Subject to the preceding sentence, no Economic Interest
Owner of JONI Units, DMI Units or NUF Units shall have the right to become a Member unless the Manager
consents and all of the conditions in Sections 9.2.1 through 9.2.3 are satisfied in the judgment of the Manager.

92.1 A written assignment is filed with the Company specifying the number of JCNI Units,
DMTI Units or NUF Units being assigned and stating the intention of the Transferor that the Transferee succeed to
the Transferor’s interest as a Member;

929  The Transferor and Transferee sign, acknowledge and deliver to the Manager such other
documents as the Manager deems necessary or desirable to carry out the Transfer, which may include an opinion of
counsel regarding the effect and legality of the Transfer, and which must include (i) the written acceptance and
adoption by the Transferee of the provisions of this Agreement, and (ii) the Transferee’s signing, acknowledgment
and delivery to the Manager of a special power of attorney as described in Section 12; and

923 A transfer fee sufficient to cover all reasonable costs and expenses incutred by the
Company in connection with the Transfer, in an amount determined by the Manager in its reasonable discretion and
including without limitation attorney’s fees and costs, is paid to the Company.

Even if alf of the conditions in this Section 9.2 are satisfied, the Manager shall not have any obligation to
approve the admission to the Company, as a Member, of an Economic Interest Owner. Within 45 days of receiving
the written assignment required by Section 9.2.1 the Manager shall inform the Transferee in writing whether or not
the Transferee will be admitted as a Member.

9.3 Consent of Member. By signing or adopting this Agreement, each Member hereby consents to the
admission of additional Members, and to the admission to the Company as a Member of any Economic Interest
Owner, upon consent of the Manager and in compliance with this Agreement.

9.4 Rights of Economic Interest Owner. An Economic Interest Owner shall be entitled to receive
Distributions from the Company attributable to the Interest acquired in a Transfer from and after the effective date
of the Transfer. However, the Company shall incur no liability for allocations of Net Income and Net Loss, for
Distributions, or for the transmittal of reports or accounting, until the written assignment required by Section 9.2.1
has been accepted by the Manager and recorded on the books of the Company. The effective date of such Transfer
shall be the date on which all of the requirements of Section 9.1 have been complied with, subject to Section 4.5.

9.5 Right to Inspect Books. Except as provided in the Act, an Econonic Interest Owner shall have no
right to inspect the Company’s books or records, to vote on Company matters, or to exercise any other right or
privilege as a Member, until and unless such Economic Interest Owner is admitted to the Company as a Member.

9.6 Assignment of 50% or More of Units. No assignment of any Units may be made if the Units to be
assigned, when added to the total ot all other Units assigned within the 12 immediately preceding months, would, in
the opinion of counsel for the Company, result in the termination of the Company under the Code.

9.7 Transfer Subject to Law. No Transfer of any Units may be made except in compliance with the
applicable governmental laws and regulations, including state and federal securities taws.

9.8 Termination of Membership Interest. Upon any Transfer made by a Member in violation of this
Agreement, or upon the occurrence of a Dissolution Event as to any Member that does not result in the dissolution
of the Company, the Membership Interest of such Member shall be converted into an Economic Interest.

9.9 Repurchase of DCI Units. DCI Units may be repurchased by the Company as set forth in the
Charter.
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9.10 Right to Sefl DCI Units. DCI Units may be sold to the Company, JCNI, NUF, DMI and/or one of
their respective nominees after July 1, 2012, as set forth in the Charter.

9.11  Right to Require the Company to Purchase JCNI Units. The Diamond Community Investors may
require the Company to purchase all of the outstanding Units held by JCNI after January 1, 2018, as set forth in the
Charter,

10. Books, Records, Accounting and Reports.

10.1 Records, Audits and Reports. The Company shall maintain at its principal office the Company’s
records and accounts of all operations and expenditures of the Company including the following:

10.1.1 For at least four years from the end of the Offering, the written subscription documents,
or summaries, demonstrating that each investor and investment in DCI Units meets the criteria stated in the Offering
Circular, including without limitation the representation of each investor that such investor is investing for the
investor’s own account;

10.12 A current list in alphabetical order of the full name and last known business or residence
address of each Owner (including information regarding which Owners are Members and which are Economic
Interest Owners) and the Manager, together with the Capital Contribution and the numbers and types of Units held
by such Owner;

10.1.3 A copy of the Articles of Organization (including any amendments), and any powers of
attorney under which the Articles of Organization or any such amendments were signed;

10.1.4 Copies of the Company’s federal, state, and local income tax or information returns and
reports, if any, for the six most recent taxable years;

10.1.5  Copies of this Agreement (including any amendments) and any powers of attorney under
which any written accounting or any amendments to this Agreement were signed;

10.1.6 Copies of financial statements of the Company, if any, for the six most recent years; and

10.1.7 The Company’s books and records as they relate to the internal affairs of the Company
for at least the current and past four fiscal years.

10.2 Information and Inspection Rights.

10.2.1 Rach Member, and/or its representative designated in writing, may inspect and copy the
records of the Company (except for those records, such as personnel records, that may not be legaily disclosed, and
those as to which the attorney-client privilege applies). The Company may collect a reasonable charge for copies.
Without limiting this right of access, each Member has the right, upon reasonabie written request io the Manager
and for purposes related to the interest of that person or entity as a Member, which purposes must be stated in the
written request, to receive:

{a) True and full information regarding the status of the business and financial
condition of the Company;

(k) Promptly after becoming available, a copy of the Company’s federal, state and
local income tax returns for cach year;

{c) A copy of this Agreement (including any amendments) and the Articles of
Organization (including any amendments), along with signed copies of any written powers of attorney under which
this Agreement and any certificate and any amendments were signed; and
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{d) True and full information regarding the amount of cash and description and
statement of the agreed value of any property or services contributed (or agreed to be contributed in the future) by
cach Member, and the date on which each Member became a Member.

1022 A current list of the name and last known business, residence or mailing address of each
Member and the Manager shall be maintained as part of the books and records and shall be mailed to any Member
upon request,

103 Annual Report. The Manager will cause the Company, at the Company’s expense, {0 prepare an
annual report to the Members that includes the information described in Sections 10.3.1 through 10.3.5. This annual
report must be provided to each member within 120 days after the end of each fiscal year.

103.1 An audited annual report containing a year end balance sheet, income statement and a
statement of changes in financial position accompanied by an auditor’s report (which may contain a qualified
opinion or explanatory paragraph).

1032 A schedule of all Distributions to Members, identifying the source of each Disiribution
and the dollar amount attributable to each source.

1033 A schedule of all compensation paid, costs reimbursed, and Distributions made to the
Manager, JCNI and their Affiliates, including a description of the services performed in consideration for such
compensation, and identifying the source of each Distribution.

10.3.4 A report of the Company’s activities during the period covered by the annual report.

10.3.5 1f forecasts have been provided to holders of DCI Units, a table comparing the forecasts
previously provided with the actual results during the period covered by the report.

104  Tax Information. The Manager shall cause the Company, at the Company’s expense, to prepare
and timely file income tax returns for the Company with the appropriate authorities, and shall cause all Company
information necessary in the preparation of the Owners’ individual income tax returns to be distributed to the
Owners within 75 days after the end of each fiscal year. The Manager shall also distribute a copy of the Company’s
tax return to any Member upon written request.

10.5  Unit Certificates. A memorial certificate for a Unit or group of Units may be issued by the
Manager, in the discretion of the Manager, in any form determined by the Manager. However, such certificates
shall not have any legal effect and any Transfer of Units can only be effective when such Transfer is evidenced in
the Company’s records and is otherwise made in accordance with the terms of this Agreement. Delivery or transfer
of a memorial certificate shall not effect any change in the ownership of the related Units.

1l. Dissolution of the Company.

11.1 Dissolution Events. The Company shall only be dissolved upon the earliest to occur of the
following:

1.1.1 The happening of any event of dissolution specified in the Articles of Organization;

11.1.2 A determination to dissolve the Company by (i) a Majority Vote of the Members, and (if)
a Majority Vote of the DCI Units;

11.1.3  The entry of a decree of judicial dissolution; or

11.1.4 The expiration of the term of the Company sei forth in Section 1.4.

24

(c) 2006 Jacobs Center for Neighborhood Innovation, all rights reserved.
No copying, modification, republication or other distribution of these materials is permitted without prior written censent.




11.2 Certificate of Dissolution. As soon as possible following the cccurrence of any of the events
specified in Section 11.1, a Manager who has not wrongfully dissolved the Company or, if none, the Members, shall
execute a Certificate of Dissolution in such form as shall be required by the Act.

11.3 Liquidation of Assets. Upon a dissolution of the Company under Section 17350 et seq. of the Act,
the Manager (or if there is no Manager, the Members or persons designated by a Majority Vote) shall take full
account of the Company’s assets and liabilities, shall liquidate the assets of the Company as promptly as is
consistent with obtaining their fair market value, and shall apply and distribute the proceeds of liquidation in the
following order:

11.3.1 To the payment of creditors of the Company, other than Members who are creditors, but
excluding secured creditors whose obligations will be assumed or otherwise transferred on liquidation of Company
assets, and then to the payment of Members who are creditors of the Company;

11.32 To the setting up of any reserves as required by law for any liabilities or obligations of
the Company; provided, however, that such reserves must be held in a bank or trust company in an interest-bearing
escrow account for the purpose of payment of such liabilities or obligations and, at the expiration of a reasonable
period, for the purpose of distributing the balance remaining in accordance with Section 11.3.3; and

11.33 To the Owners in proportion to their positive Capital Account balances as of the date of
such Distribution, after giving effect to all Capita! Contributions, Distributions and allocations for all periods,
including the period during which such Distribution occurs, and then, after the Capital Accounts of all Owners have
been brought to zero, to the Owners in propostion to the number of Units owned by each Owner.

114  Distributions Upon Dissolution. Each Member shall look solely to the assets of the Company for
all Distributions and Capital Contributions, and shall have no claim (upon dissolution or otherwise) against the
Manager or any Member for any Distributions or Capital Contributions.

1.5 Liquidation of Member’s Interest. Ifthere is a Liquidation of a Member’s interest in the
Company, other than a repurchase from the Repurchase Reserve, any liquidating Distribution shall be made only to
the extent of the positive Capital Account balance, if any, of such Member for the taxable year during which such
Liquidation occurs after proper adjustments for allocations and Distributions for such taxable year up to the time of
Liquidation. Such Distributions shall be made by the end of the taxable year of the Company during which such
Liquidation occurs, or if later, within 90 days after such Liquidation.

11.6 Certificate of Dissolution. The Manager or Members who filed the Certificate of Dissolution shall
cause to be filed in the office of, and on a form prescribed by, the California Secretary of State, a certificate of
cancellation of the Articles of Organization upon the completion of the winding up of the affairs of the Company.

12. Special and Limited Power of Attorney.

The power of atforney referred to in this Section 12 gives Diamond Management the authorify v

sign documents necessary to (i) maintain the legal status of the Company, and (i) carry out the

purposes of the Company. Dianond Management is obligated to provide the Members with copies of

any amendments to this Agreement that are signed using the special powers of atforney received
| from those Members.

12.1 Power of Attorney. Diamond Management shall at all times during the term of the Company have
a special and limited power of attorney as the attorney-in-fact for each Member, with power and authority to act in
the name and on behalf of such Member to sign, acknowledge and swear to in the signing, acknowledgment and
filing of documents which are not inconsistent with the provisions of this Agreement and which may include, by
way of illustration but not by limitation, the following;
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§2.1.1 Any amendments to this Agreement that, under the laws of the State of California or the
laws of any other state, are required to be filed or which Diamond Management shall deem it advisable to file;

12.12  Any document that may be required to be filed by the Company under the laws of any
state or by any governmental agency or which Diamond Management shall deem it advisable to file;

12.13  Any document that may be required to carry out the continuation of the Company, the
admission of Members, or the dissolution and termination of the Company (provided such continuation, admission
or dissolution and termination are in accordance with the terms of this Agreement);

[2.14  Any contract for purchase or sale of real estate, and any deed, deed of trust, mortgage, or
other instrument of conveyance or encumbrance, with respect to Property; and

12.1.5 Any and all other documents that Diamond Management may deem necessary or
desirable to carry out the purposes of this Agreement and carry out fully its provisions,

122 Provision of Power of Attorney. The special and limited power of attorney of Diamond
Management:

12.2.1 Is a special power of attorney coupled with the interest of Diamond Management and its
assets;

12.2.2 Is irrevocable;
[2.2.3  Shall survive the death, incapacity, termination or dissolution of the granting Member;
122.4 Is limited to those matters set forth in Seciion 12.1;

12.2.5 May be exercised by Diamond Management signing documents or taking other actions as
attorney-in-fact for the Members on a list provided at that time to the party relying on that signing or action, or by
such other method as may be required or requested in connection with the recording or filing of any document so
signed; and

12.2.6 Shall survive an assignment by a Member of all or any portion of such Member’s Units
except that, where the assignee of the Units owned by the Member has been approved for admission to the Company
as a Member under Section 9.2, the special power of attorney shall survive such assignment for the sole purpose of
enabling Diamond Management or the Manager to sign, acknowledge and file any document necessary (o effect
such admission.

123 Notice to Members. The Manager shall promptly furnish to 2 Member a copy of any amendment
to this Agreement signed by the Manager under a power of attorney from the Member.

13. Relationship of this Aereement to the Act. Some terms of this Agreement ar¢ intended to alter, supplant or
extend provisions of the Act that would otherwise apply to the Company or the Members. This Agreement does not
specify when terms are so intended to alter, supplant or extend.

14. Amendment of Agreement.

14.1 Admission of a Member. Amendments to this Agreement for the admission of any Member shall
not, if in accordance with the terms of this Agreement, require the consent of any Member.
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142  Amendments with Consent of Members. In addition to any amendments otherwise authorized by
this Agreement, and subject to any restrictions sct forth in this Agreement, this Agreement may be amended by a
Majority Vote of the Units; provided, however, that provisions requiring a vote greater than a Majority Vote shall
only be amended by such greater vote.

143  Amendments Without Consent of the Members. In addition to any other amendments authorized
by this Agreement, the Manager may amend this Agreement, without the consent of any of the Members, to
(i) change the principal place of business of the Company (as long as it stays within the City of San Diego), or
(ii) decrease the rights and powers of the Manager (so long as such decrease does not impair the ability of the
Manager to manage the Company and conduct its business). However, no amendment may be adopted under this
Section 14.3 unless the amendment (a) is for the benefit of or not adverse to the interests of the Members, (b) is not
inconsistent with Sections 7 or 8, and () does not affect the limited liability of the Members or the status of the
Company as a partnership for federal income tax purpoeses.

144  Siening and Recording of Amendments. Any amendment to this Agreement shall be signed by
the Manager as attorney-in-fact for the Members under the power of attorney contained in Section 12. After the
signing of such amendment, the Manager shall also prepare and record or file any certificate or other document
which may be required to be recorded or filed with respect to such amendment, either under the Act or under the

laws of any other jurisdiction in which the Company holds any Property or otherwise does business.

15. Miscellaneous.

[5.1 Counterparts. This Agreement may be signed in one or more counterparts, all of which shall
constitute one Agreement.

152  Successors and Assigns. The terms and provisions of this Agreement shall be binding upon and
shall inure to the benefit of the Owners and their respective successors and assigns.

15.3 Severability. In the event any section or subsection of this Agreement is declared by a court of
competent jurisdiction to be void, such section or subsection shall be deemed severed from the remainder of this
Agreement and the balance of this Agreement shall remain in full force and effect.

154  Notices. All notices under this Agreement shall be in writing and shall be given to the Company
or the Owner entitled to such notice, as applicable. Any notice to an Owner shall be given by personal service or by
mail, posted to the address maintained by the Company for such Owner or at such other address as such Owner may
specify in writing. Any notice to the Company shall be given by personal service or by mail, posted to the address
of the Company specified in Section 15.5 or at such other address as the Company may specify in writing.

155  Address of the Company. The address of the Company is as follows:

5160 Federal Boulevard
San Diego, California 92105

15.6 Governing Law. This Agreement shall be governed by and construed in accordance with the laws
of the State of California, without regard to its conflicts of laws provisions.

157 Captions. Section titles or captions contained in this Agreement are inserted only as a matter of
convenience and reference. Such titles and captions in no way define, limit, extend or describe the scope of this
Agreement nor the intent of any provisions hereof.
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15.8  Additional Documents. Fach Member, upon the request of the Manager, shall perform any further
acts and sign and defiver any documents which may be reasonably necessary to carry out the provisions of this '
Agreement, including, but not limited to, providing acknowledgment before a Notary Public of any signature made
by a Member.

15.9 Disputed Matters.

15.9.1 Except as otherwise provided in this Agreement, any controversy or dispute arising out of
this Agreement, the interpretation of any of its provisions, or the action or inaction of any Member or the Manager
under this Agreement shall be submitted first to prompt non-binding mediation conducted in San Diego County,
California, by a mediator appointed by agreement of the partics. The Company shall pay all fees and charges to the
mediator associated with such mediation.

15.9.2 Ifthe parties to the controversy or dispute fail to appoint a mediator or to hold such
mediation within 30 days of a written demand by one party to the other patties for such appointment or the holding
of such mediation, or if such mediation fails to resolve the controversy or dispute, such matter shall be submitted to
binding arbitration in San Diego County, California, or such other place as the parties may agree upon, conducted
under the commercial arbitration rules of the American Arbitration Association then in effect, and the judgment
entercd upon the award rendered may be enforced by appropriate judicial action.

15.93 The arbitration shall be conducted by a single arbitrator, the identity of whom is agreed to
by each party to the dispute within 30 days following written notice by one party fo the other parties requesting that
a disputed matter be arbitrated. [fthe parties are unable within such 30 day period to agree upon an arbitrator, then
the arbitrator shall be selected by the San Diego County office of the American Arbitration Association. However
selected, the arbitrator shall be experienced in the arca of real estate and limited liability companies and shall be
knowledgeable with respect to the subject matter area of the dispute.

15.94 The arbitration panel shall render a decision within 30 days following the close of
presentation by the parties of their cases and any rebuttal. The parties shall agree within 30 days following selection
of the arbitrator to any prehearing procedures or further procedures necessary for the arbitration to proceed,
including interrogatories or other discovery; provided, in any event, each Member shall be entitled to discovery.

15.9.5 The award of the arbitrator may provide that the losing party bear all or any portion
greater than 50% of any fees and expenses of the arbitrator, as well as other tribunal fees and expenses, reasonable
attorney’s fees of both parties, any costs of producing witnesses and any other reasonable costs or expenses incurred
by the arbitrator or the prevailing party.

15.10 Venue. Any legal action relating to or arising out of this Agreement shall be brought only in a
court of competent jurisdiction located in San Diego County, California.

15.11 Partition. The Members agree that the assets of the Company are not and will not be suitable for
partition. Accordingly, each of the Members hereby irrevocably waives any and ail rights that such Member may
have, or may obtain, to maintain any action for partition of any of the assets of the Company.

15.12  Integrated and Binding Agreement. This Agreement and the Charter, including their
schedules and exhibits, contain the entire understanding and agreement among the Members with respect to their
subject matter. There are no other agreements, understandings, representations or warranties among the Members,
except the Subscription Agreements and documents attached or included with the Subscription Agreements.
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15.13  Legal Counsel. Fach Member acknowledges and agrees that counsel representing JCNI, the
Company, Diamond Management and their Affiliates does not represent and shall not be deemed under the
applicable codes of professional responsibility to have represented or to be representing any or all of the other
Members in any respect. In addition, each Member consents to Diamond Management hiring counsel for the
Company which is also counsel to the Manager and/or JCNIL.

15.14  Title to Company Property. All property owned by the Company shall be owned by the Company
as an entity and, insofar as permitted by applicable law, no Member shall have any ownership interest in any
Company property in that Member’s individual name or right, and each Member’s membership interest shall be
personal property for all purposes.
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IN WITNESS WHEREOF, the undersigned have set their hands to this Operating Agreement of Market
Creek Partners, LLC as of the date first set forth in the preamble.

1750055.26

No copying,

JACORS CENTER FOR NEIGHBORHOOD INNOVATION

il

L ~.
By: Tl

Name?” Jennifer, s/ Vanica
/i e: Presid { and Chief Executive Officer

DIAMOND MANAGEMENT, INC., a California corporation

Name; Charles Buttner
Title: President and Chief Executive Officer
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SCHEDULE 1

COMPANY MEMBERS AS OF DECEMBER 31, 2006

Name and Address of Each Member Capital Contribution Unifs
Jacobs Center for Neighborhood Innovation  $20,500,000 (the appraised value of 140,000 to 165,000
5160 Federal Boulevard the Project plus cash contributed by ~ JCNI Units**

San Diego, California 92105 JCND), less debt, and less the

proceeds of the Offering. *
Diamond Management, Inc. $100,000 in cash 10,000 DMI Units
5160 Federal Boulevard -

San Diggo, California 92105

Neighborhood Unity Foundation $500,000 in cash 50,000 NUF Units***
5160 Federa! Boulevard
San Diego, California 92105

* Upon a liquidation of our company, JCNI could recoup some or alt of funds spent on development of the Project
in excess of the deemed value of its capital contribution.

#% JONI will receive 165,000 Units, if the minimum offering amount of $250,000 is raised. JCNI will receive
140,000 Units, if the maximum offering amount of $500,000 is raised. If an offering amount in between the
minimum and maximum is raised, then the number of JCNI Units will be calculated and issued accordingly.

#%% JCNI has purchased the NUF Units for the benefit of NUF and will later assign or transfer them to NUF.

Schedule 1 to Operating Agreement
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EXHIBIT A

OPERATING AGREEMENT DEFINITIONS

“Act” means the Beverly-Killea Limited Liability Company Act, codified in the California Corporations
Code, Section 17000 et seq., as the same may be amended from time to time.

“Adjusted Capital Account Deficit” means, with respect to any Member, the deficit balance, if any, in such
Member’s Capital Account as of the end of the relevant fiscal year, after giving effect to the following adjustments:

(i) Credit to such Capital Account any amounts which the Member is obligated to restore
and the Member’s share of Member Minimum Gain and Company Minimum Gain and;

(ii} Debit to such Capital Account the items described in Treasury Regulations
Sections 1.704-1{bY2)GD{d)(4), 1.704-1(bY2)ADN{A)(S), and 1.704-1{b)2)iN(A)(6).

“Affiliate” means (i) any person directly or indirectly controlling, controlled by or under common control
with another person; (ii) a person owning or controlling 10% or more of the outstanding voting securities of such
other person; (iii) any officer, director or partner of such other person; and (iv) if such other person is an officer,
director or partner, any company for which such person acts in any capacity., The term “person” includes any
natural person, corporation, parinership, trust, unincorporated association or other legal entity.

“Agreement” means this Operating Agreement, including its schedules and exhibits, as amended from time
to time,

“Articles of Organization” means the Articles of Organization of the Company as fited with the Secretary
of State of California as the same may be amended or restated from time to time.

“Book Gain” means the excess, if any, of the fair market value of the Property over its adjusted basis for
federal income tax purposes at the time a valuation of the Property is required under this Agreement or Treasury
Regulations Section 1.704-1(b) for purposes of making adjustiments to the Capital Accounts.

“Book Loss” means the excess, if any, of the adjusted basis of Property for federal income tax purposes
over its fair market value at the time & valuation of the Property is required under this Agreement or Treasury
Regufations Section 1.704-1(b) for purposes of making adjustments to the Capital Accounts.

“Book Value” means the adjusted basis of Property for federal income tax purposes increased or decreased
by Book Gain, Book Loss, Built-In Gain and Built-In Loss as reduced by depreciation, amortization or other cost
recovery deductions, or otherwise, based on such Book Value,

“Buiii-in Gain {or Loss)” means the amouni, if any, by which ihe agreed value of coniribuled Properly
exceeds (or is lesser than) the adjusted basis of Property contributed to the Company by a Member immediately after
its contribution by the Member fo the capital of the Company.

“Capital Account” with respect to any Member (or such Member’s assignee) means such Member’s initial
Capital Contribution adjusted as follows:

(i) A Member’s Capital Account shall be increased by:

(a) stich Member’s share of Net Income;
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) any income or gain specially allocated to a Member and not included in Net
Income or Net Loss;

(c) any additional cash Capital Contribution made by such Member to the
Company; and

(d) the fair market value of any additional Capital Contribution consisting of
property contributed by such Member to the capital of the Company reduced by any liabilitics assumed by the
Company in connection with such contribution or to which the property is subject.

(i) A Member’s Capital Account shall be reduced by:

{a) such Member’s share of Net Loss;

(b} any deduction specially allocated to a Member and not included in Net Income
or Net Loss;

(c) any cash Distribution made to such Member; and

(d) the fair market value, as agreed to by the Manager and the Members by a
Majority Vote, of any Property (reduced by any liabilities assumed by the Member in comnection with the
Distribution or to which the distributed Property is subject) distributed to such Member; provided that, upon
liquidation and winding up of the Company, unsold Property will be valued for Distribution at its fair market value
and the Capital Account of each Member before such Distribution shall be adjusted to reflect the allocation of gain
or loss that would have been realized had the Company then sold the Property for its fair market value. Such fair
market value shall not be less than the amount of any nonrecourse indebtedness that is secured by the Property.

Except for the Project, property other than money may not be contributed to the Company except by a
Majority Vote. Property of the Company may not be revalued for purposes of calculating Capital Accounts unless
the Manager and the Members by a Majority Vote agree on the fair market value of the Property and the Company
complies with the requirements of Treasury Regulations Section 1.704-1(b)(2)(iv)(f) and (g); provided, however, for
purposes of calculating Book Gain or Book Loss (but not for purposes of adjusting Capital Accounts to reflect the
contribution and distribution of such Property), the fair market value of Property shall be deemed to be no less than
the outstanding balance of any nonrecourse indebtedness secured by such Property; Capital Accounts are adjusted to
reflect the contribution or revaluation, including, without limitation, the valuation of such Property and the selection
of book depreciation methods; and the Members, by a Majority Vote, agree on the allocation among the Members of
items of income, gain, depreciation, amortization and loss reflecting to such Property for federal income tax
purposes.

The Capital Account of a Member shall include the Capital Account of such Member’s transferor. Despite
anything to the contrary in this Agreement, the Capital Accounts shall be maintained in accordance with Treasury
Regulations Section 1.704-1(b). References in this Agreement to the Treasury Regulations shail include
corresponding subsequent provisions.

“Capital Contribution” means the gross amount invested in the Company by a Member and shall be equal
in amount to the cash purchase price paid by such Member for the Units sold to such Member by the Company. In
the plural, “Capital Contributions” means the aggregate amount invested by all of the Members in the Company and
shall equal, in total, the sum of the amount atiributable fo the purchase of Units and the contributions of the
Manager.

“Cash from Operations” means the nei cash realized by the Company from all sources, including, but not
limited to, the operations of the Company inclusive of the sale, financing, refinancing or other disposition of the
Project after payment of all cash expenditures of the Company (including, but not limited to, all operating expenses
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inclusive of all fees payable to the Manager or its Affiliates, all payments of principal and interest on indebtedness,
expenses for repairs and maintenance, capital improvements and replacements, and such reserves and retentions,
including, but not limited to, the Repurchase Reserves, as the Manager reasonably determines to be necessary and
desirable in connection with Company operations with its then existing assets and any anticipated acquisitions).

“Charter” means the Diamond Community Investors Charter, including its schedules and exhibits, as
amended from time to time.

“Code” means the Internal Revenue Code of 1986, as amended, or corresponding provisions of
subsequently enacted federal revenue laws.

“Company” means Market Creek Partners, LLC, a California limited liability company.

“Company Minimum Gain” means “partnership minimum gain” as set forth in Treasury Regulations
Section 1.704-2(d).

“DCI Preferred Return” shall have the meaning set forth in Section 4.1.1(b).

“DCI Units” means Units issued under Section 3.4 or subsequently issued to persons meeting the Diamond
Community Stakeholder qualifications.

“Diamond Community Investors” means Members who hold DCI Units.
“Diamond Community Stakeholder” shall have the meaning set forth in Section 3.4 of the Charter.
“Diamond Management” means Diamond Management, Inc., a California corporation.

“Diamond Neighborhoods” means the following neighborhoods in the City of San Diego: Chollas View,
Emerald Hills, North Encanto, South Encanto, Lincoln Park, Mt. Hope, Mountain View, Oak Park, Valencia Park
and Webster.

“Distributable Cash” means Cash from Operations and Capital Contributions determined by the Manager to
be available for Distribution to the Members.

“Distribution” shall refer to any money or other property transferred without consideration (other than
repurchased Units) to Members or Owners with respect to their interests or Units in the Company, but shall not
include any payments to the Manager under Section 6.

“DMI Representative” shall have the meaning set forth in Section 1.3.1.1 of the Charter.
“DMI Units” means the Units issued to Diamond Management under Section 3.2.

“Feonomic Interest” means an inferest in the Net Income, Net Loss and Distributions of the Company but
shall not include any right to vote or to participate in the management of the Company.

“Reonontic Interest Owner” means the owner of an Economic Interest who is not a Member.
“Escrow Account” shall have the meaning set forth in Section 3.4.4.

“Bvent of Insolvency” shall occur when an order for relief against the Manager is entered under Chapter 7
of the federal bankruptcy law, or (A) the Manager: (1) makes a general assignment for the benefit of creditors,
(2) files a voluntary petition under the federal bankruptey law, (3) files a petition or answer sceking for the Manager
a reorganization, arrangement, composition, readjustment, liguidation, dissolution or similar relief under any statute,
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law or regulation, (4) files an answer or other pleading admitting or failing to contest the material allegations of a
petition filed against the Manager in any proceeding of this nature, or (5) seeks, consents to, or acquiesces in the
appointment of a trustee, receiver, or liquidator of the Manager or of all or a substantial part of the Manager’s
properties, or (B) the expiration of 60 days after either (1) the commencement of any proceeding against the
Manager secking reorganization, arrangement, composition, readjustment, liquidation, dissolution or similar relief
under any statute, law, or regulation, if the proceeding has not been dismissed, or (2) the appointment without the
Manager’s consent or acquiescence of a trustee, receiver, or liquidator of the Manager or of all or any substantial
part of the Manager’s properties, if the appointment has not been vacated or stayed (or if within 60 days after the
expiration of any such stay, the appointment is not vacated).

“Indemnitee” shall have the meaning set forth in Section 7.9.1.
“Interest” means a Membership Interest or an Economic Interest.

“JCNI” means Jacobs Center for Neighborhood Tnnovation, a California nonprofit public benefit
corporation.

“JCNI/Diamond Management Return” shall have the meaning set forth in Section 4.1.1(d).
“JCNI Units” means the Units issued to JCNI under Section 3.1.

“Liquidation” means with respect to the Company the eartier of the date upon which the Company is
terminated under Section 708(b}(1) of the Code or the date upon which the Company ceases to be a going concern
(even though it may exist for purposes of winding up its affairs, paying its debts and distributing any remaining
balance to its Members), and with respect to a Member where the Company is not in Liquidation means the date
upon which occurs the termination of the Member’s entire interest in the Company by means of a Distribution or the
making of the last of a series of Distributions (whether or not made in more than one year) to the Member by the
Company.

“Majority Vote” or “Majority Vote of the Units” means the vote of more than 50% of the outstanding Units
unless the context is with respect to a certain class or classes of Units, in which case it refers to a vote of the Units of
such class or classes. Therefore, as used in the Agreement generally, the term “Majority Vote of DCI Units” means
a vote of more than 50% of the outstanding DCI Units, However, with respect to the vote of Diamond Community
Investors or DCI Units on matters as to which the Diamond Community Investors vote separately under the Charter,
“Majority Vote” means the vote of a majority of the Diamond Community Investors (per capita).

“Manager” shall refer to the manager of the Company at any given time, including the Company’s initial
manager, Diamond Management.

“Member" means any holder of a Unit who is admitted to the Company as a member.
“Member Minimum Gain™ meuns “partner nonrecourse debt minimum gain” as determined under Treasury

Regulations Section 1.704-2(i)(3}.

“Member Nonrecourse Debt” means “partner nonrecourse debt” as set forth in Treasury Regulations
Section 1.704-2(b)(4).

“Membership Interest” means a Member’s entire interest in the Company including such Member’s
Economic Interest and such voting and other rights and privileges that the Member may enjoy by being a Member.

“Net Income” or “Net Loss” means, respectively, for each taxable year of the Company the taxable income
and taxable loss (exclusive of Built-In Gain or Loss) of the Company as determined for federal income tax purposes
in accordance with Section 703(a) of the Code (including all items of income, gain, loss, or deduction required to be
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separately stated under Section 703(a)(1) of the Code) (other than any specific item of income, gain {exclusive of
Built-In Gain), loss (exclusive of Builti-In Loss), deduction or credit subject to special ailocation under this
Agreement), with the following modifications:

(a) The amount determined above shall be increased by any income exempt from federal income
tax;

(b) The amount determined above shall be reduced by any expenditures described in
Section 705(a)(2)(B) of the Code or expenditures treated as such under Treasury Regulations Section 1.704-

1))

{¢) Depreciation, amortization and other cost recovery deductions shall be computfed based on
Book Value instead of on the amount determined in computing taxable income or loss. Any item of deduction,
amortization or cost recovery specially allocated to a Member and not included in Net Income or Net Loss shall be
determined for Capital Account purposes in a similar manner; and

(d) For purposes of this Agreement, Book Gain and Book Loss atiributable to a revaluation of
Property attributable to unrealized gain or loss in such Property shall be treated as Net Income and Net Loss,

“Nonrecourse Debt” shall have the meaning set forth in Treasury Regulations Section 1.704-2(b)(3).

“Nonrecourse Deductions™ shall have the meaning, and the amount thereof shall be, as set forth in Treasury
Regulations Section 1.704-2(c).

“NUF” means the Neighborhood Unity Foundation, a California nonprofit public benefit corporation.
“NUF Return” shall have the meaning set forth in Section 4.1.1(c).

“NUF Units” means the Units issued to NUF under Section 3.5.

“Offering” shall have the meaning set forth in the Recitals.

“Offering Circular” means the Offering Circular used in connection with the Offering.

“Owner” means a Member or a holder of an Economic Interest.

“Prime Rate” means the reference rate announced from time-to-time by The Wall Street Journal, and
changes in the Prime Rate shall be deemed to occur on the date that changes in such rate are announced.

“Project” shall refer to the community shopping center near the corner of Market Street and Euclid Avenue
in San Diego, called “Market Creek Plaza,” and the vacant lot near the southeast corner of the intersection of 47th
and Market Streets in San Diego, called the “47th & Market” property.

“Property” shall refer to any or all of such real and tangible or intangible personal property or properties as
may be acquired by the Company, including the interests of the Company in the Project.

“Property Management Agreement” means the Property Management Agreement entered info between
Diamond Management and the Company to manage the Project, as amended from time to time.

“Property Manager” means Diamond Management, in its capacity as the manager of the Project under the
Property Management Agreement.

“Regulatory Allocations” means the allocations sef forth in Sections 4.2(a) through (c).
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“Repurchase Reserve” shall have the meaning set forth in Section 4 of the Charter.

“Subscription Agreement” means the agreement, in the form attached to the Offering Circular, by which
each person desiring to purchase DCI Units shall evidence (i) the number of DCI Units which such person wishes to
acquire and (ii) such person’s agreement to become a party to, and be bound by the provisions of, this Agreement
and (iii) certain representations regarding the person’s finances, relationship with the Diamond Neighborhoods and
investment intent,

“Subscription Payment” means the payment for the DCI Units proposed to be purchased under a
Subscription Agreement.

“Tax Payment” shall have the meaning set forth in Section 4.8.

“Total Outstanding Units” means all of the issued and outstanding Units of the Company, including both
the Membership Interests and Economic Interesis.

“Transfer” shall have the meaning set forth in Section 9.1.

“Transferee” shall have the meaning set forth in Section 9.1.

“Transferor” shall have the meaning set forth in Section 9.1.

“Unit” shall represent an interest in the Company entitling the owner of the Unit if admitted as a Member to

the respective voting and other rights afforded to a Member holding an Unit, and affording to such Member a share
in Net Income, Net Loss and Distributions as provided for in this Agreement,
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