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Rancho Palos Verdes, CA 90275

Re: Rev. John Morehouse/Sale of 858 W. 21st Street, San Pedro, CA

Dear Sir:

I am representing Rev. John Morehouse and Kathleen Francis Morehouse. As you know,
Rev. Morehouse is taking a new position in Connecticut and that he will be resigning his position
effective July 31, 2015. The Morehouses have listed their property, located at 858 W. 21st
Street, San Pedro, California (referred to as the "Property" in this letter), for sale. Thelisting
price is currently $749,000.00, which is less than the original purchase price of$868,558.00 back
in 2005. So far, the Property has not yet been sold.

My clients have provided me with a copy of a document entitled "Equity Sharing
Agreement", dated September 1, 2005 (the "Agreement"), which appears to be applicable to this
sale. I have reviewed this document and discussed it with my clients. A copy of the Agreement
is enclosed with this letter for your convenience. It seemed best to make sure before the escrow
closes that the parties are in agreement regarding the terms of the Agreement and the parties'
respective payouts.

As I understand it, Pacific Unitarian Church ("PUe") contributed $300,000 as a down
payment when the property was first purchased. The Morehouses obtained a loan for the balance
of the purchase price. The parties agreed that the "initial Capital Ratios", as that term is used in
the Agreement, would be 34.5% for PUC and 65.5% for the Morehouses. The Morehouses have
made their loan payments over the years, and the current balance of the loan against the Property
is approximately $235,000. The Morehouses have maintained and improved the Property in an
effort to recapture some of the market loss as well as paying the property taxes and insurance on
this property for almost ten years.

The Agreement provides that Capital Ratios may be adjusted if the Morehouses make any
alterations or modifications to the Property that are considered to be capital expenditures under
applicable tax law. The Morehouses have made the following alterations or modifications, the
cost of which we believe falls within that definition:
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New Windows in Cantina
New Kitchen
New Deck
Landscaping
Improvements in Electrical Wiring and Fixtures
Downstairs Bath Remodel
Repaint Entire House
Total

$ 2,300
$ 6,700
$13,000
$12,000
$ 3,000
$ 2,500
$ 7,500
$47,000

Using the formula set out in the Agreement, the cost of the alterations, $47,000, would be
added both to the effective cost of the Property as well as to the Morehouses' capital
contribution. Thus the cost of the Property would be increased from $868,558 to $915,558, and
the Morehouses' capital contribution would be increased from $568,558 to $615,558. PUC's
capital contribution would remain $300,000.

The parties' new respective Capital Ratios, as adjusted, would be as follows:

Morehouse:
PUC:

$615,5587 $915,558 = 67.2%
$300,0007 $915,558 = 32.8%

The Morehouses will keep you advised on the progress of the sale of the Property. Of
course, it may be necessary to further adjust the listing price, depending on what purchase offers
are received. The Agreement provides that the net proceeds from the sale (the purchase price
minus the "costs of sale", i.e., the charges assessed to the Morehouses in escrow) will be divided
between the Morehouses and PUC in accordance with the adjusted Capital Ratios as set forth
above. Naturally the Morehouses are responsible to payoff the mortgage and any other recorded
liens against the Property. We will make sure that the escrow instructions call for PUC to be
paid upon close of escrow as described in this letter. No escrow has been opened yet, so we do
not know when the payment will be made to PUC.

Please feel free to contact me if you have arty questions or comments regarding the issues
raised in this letter. Please contact me immediately if you disagree with the method of
calculation set out in the letter. If I do not hear from you, upon entering into any sale agreement
we will instruct the escrow company to distribute the proceeds to the parties in accordance with
the terms as set forth in this letter.
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Very truly yours,

LAW OFFICES OF RICHARD P. KEA VNEY

RPKlrif
cc clients
n:lrpk86\8692.01\ 6-30-15 church.letter re distributions from property sale.doc



EQUITY SHARING AGREEMENT
MADE THIS 1ST DAY OF SEPTEMBER, 2005

BETWEEN
PACIFIC UNIT ARlAN CHURCH (PUC)

AND
THE REV. JOHN MOREHOUSE AND KATHLEEN FRANCIS MOREHOUSE

WHEREAS The Rev. John Morehouse ("the Minister") has entered into an Agreement, dated
March 17, 2005, to serve as minister ofPUC; and

WHEREAS said Agreement for his ministry provided in part for PUC to provide housing
expense assistance, and,

WHEREAS the Minister and Kathleen Francis Morehouse, his spouse, have entered into an
Agreement to purchase a single family home property at 818 W. 21st Street St., San Pedro,
California, for $868,558; and

WHEREAS the Minister and his spouse will require mortgage financing to acquire the property,
they will enter into an agreement with a reputable lending institution. The amount, terms, and
conditions of the resultant first mortgage shall be such that the Minister and his spouse can pay
the required monthly payment. Said first mortgage shall be secured by a note and deed of trust
recorded against the property; and

WHEREAS pue is willing to become a financial participant in the purchase of said property by
the advance of$300,000 as a down payment, whichis sufficient to reduce the mortgage loan
amount to a level which the Minister can afford; and

WHEREAS the parties wish to agree in advance on the method for determining their respective
capital positions with. respect to the property at any given time, and to provide the Minister and
his spouse with the opportunity from time to time to increase their capital position should they so
desire;

THEREFORE it is mutually agreed as follows:

1. Acquisition of and Title to Property

A The Minister and his spouse shall purchase the property described above and shall take
title in their own name.
B. PUC's interest in the property shall be as set forth in this agreement. In order to provide
security for PUC's interest in the property, the Minister and his spouse shall execute a deed of
trust in the form attached as Exhibit A, which deed of trust shall be second in priority to the
mortgage loan obtained by the Minister and his spouse to finance the purchase of the property.
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2 19hts of Ownership and Occupancy

A. The property shall belong to the Minister and his spouse who shall be entitled to
determine who shall occupy the property and how and when the property shall be maintained and
altered pue and its members covenant that they will regard the property as the Minister's
private residence, and they shall have no rights to-inspect the property or-otherwise interfere with
the rights of possession and ownership held by the Minister and his spouse pursuant to this
agreement and under applicable law.
B. The Minister and his spouse shall be responsible for the upkeep of the property, including
all painting, maintenance, utilities, maintaining adequate casualty and liability insurance, taxes,
landscaping, repairs and other expenses necessary to assure that the property value is not

__diminished by lack of care.
e. The Minister and his spouse from time to time may decide to make alterations or
modifications to the property which would qualify as a capital expenditure under regulations
issued by the Internal Revenue Service for the purpose of determining the income tax basis in the
property. The Minister and his spouse shall have the right to make such alterations or
modifications as they determine in their sole discretion.
D. The Minister and his spouse recognize that making capital expenditures of the sort
described in Paragraph 2.e. may have the effect of altering the parties' Capital Ratios as defined
in this agreement. The Minister and his spouse agree that in view ofPUC's interest in the
property it is fair and reasonable to obtain the agreement ofPUC's Board of Trustees in advance
of making such expenditures as to how much of those expenditures will qualify for adjustment of
the parties' Capital Ratios as provided in this agreement.

3. Capital Ratios - Definition and Adjustment

A. The parties have executed a "Schedule of Capital Contributions" in the form attached as
Exhibit B, which defines the initial capital contributed by each party to the purchase of the
property, and establishes the parties' "Capital Ratio" for purposes of this agreement. Unless
adjusted as provided by this agreement, the Capital Ratio set forth on the Schedule shall be used
in determining the parties' share of the proceeds upon any sale of the property or refinancing .of
the property in response to an event requiring repayment of PUC's interest.

B. In the event the Minister and his spouse make any capita! expenditures as defined in
Paragraph 2.C. and PUC's Board of Trustees agrees that all or a portion of such expenditures
should alter the parties' Capital Ratio, then the agreed amount of such expenditures shall be
added to the initial capital contribution attributed to the Minister and his spouse and the parties'
Capital Ratio shall be adjusted accordingly. For example, assume an initial purchase price of
$750,000, and agreed capital expenditureof Scu.Onu. The capital amount of the Minister and his
spouse would increase to $500,000 ($450,000 initial contribution plus additional capital
expenditure of$50,000). The new capital ratios would be 37.5% for PUC ($300,000 out of
<rQnn nnn tAt.,1 "",.,;t.,1 "Antr;h ••torl\ <>nrlh'") ,01.. f"~r tho. 1\Jf;,..;"tor .,nrl h;" " •....~""o.
o.j.I\Jvv,v.V'v L-VL-(.4L VUpL'-II,..4,.L V'-'L.l"'.lJ..V~"VVJ Ul.I.V v.t:- . ...I /v .I..V.I. \.1..1.'-" J..T~J.U..,;)""'J. L.I..I..LV.lll>J opvu~"".
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C At any time after the execution of this agreement, the Minister and his spouse shall have
the right to make a further capital investment in the property in an amount they determine in their
sole discretion. At such time as the Minister and his spouse exercise such right, the adjustment
of the Capital Ratios shall be computed according to the following method:

. I. The property shall be appraised at its fair market value by an appraiser
mutually agreed upon by the parties. In the event the parties cannot agree on
an appraiser, each side may nominate its own appraiser. Those appraisers
shall each submit their appraisal of the property. If the value of the property
as shown on such appraisals does not differ by more than five percent (5%),
the value.of the property shall be deemed to be the average value of the two
appraisals. If the appraisals differ by more than five percent (5%), the two
party-nominated appraisers shall select a third appraiser, whose opinion as to
the fair market value shall be binding.

11. The cost of the appraisals shall be borne by the Minister and his spouse.
IlL PUC's capital amount shall be determined by applying its then-existing

Capital Ratio to the market value of the property.
IV. The amount paid by the Minister and his spouse to PUC shall reduce PUC's

capital amount on a dollar-for-dollar basis. The parties' Capital Ratios shall
then be computed following the application of such payment, and shall govern
any future distribution of sales proceeds.

v. For example, assuming an initial purchase price of$750,000 and the fair
market value of the property of $900,000 at the time of appraisal, pue s
capital amount would be $360; 000 (40% initial Capital Ratio times current
market value). If the Minister and his spouse pay $60,000 to PUC, its Capital
Ratio would decline to 33.33% ($300,000 divided by current market value of
$900,000), and that ratio would apply to future events or transactions.

D. In the event that the Minister and his spouse refinance the loan to adjust their payment
schedule or for other events not requiring repayment ofPUC's Interest, no change to the Capital
Ratio shall be made.

4. Events Requiring Repayment ofPUC's Interest

A. If the Minister shall cease for any reason to serve PUC other than by reason of death or
retirement, within six months after the occurrence of such event the property shall be sold or
refinanced in order to distribute to pue its capital amount as determined by this agreement.
B. Upon the death or retirement of the Minister, within one year.after such event the
property shall be sold or refinanced in order to distribute to pue its capital amount as
determined by this agreement.
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5. Distribution of Proceeds Upon Sale of the Property or Other Event Requiring
Repayment ofPUC's Interest

A. Upon the sale of the property, the proceeds of any sale shall be divided using the
following formula:

L The "Gross Sales Price"shallbe reduced. by the "Costs of Sale." "Gross Sales
Price" means the total amount of consideration paid by the buyer of the
property, whether in cash or by means of any deferred method of payment.
The "Costs of Sale" are those charges allocated to the Seller in the Closing
Statement issued by the escrow agent conducting the closing of the
transaction. By way of example, but not limitation, such charges include title
insurance, escrow fees, commissions, pro-ration of taxes, and other expenses
customarily incurred in connection with the sale of residential real property.

n. The Gross Sales Price less Costs of Sale equals the "Net Sales Proceeds."
lil. The Net Sales Proceeds shall be divided according to the then-existing Capital

Ratios as defined by this agreement, and the escrow agent shall pay each party
its respective share of the Net Sales Proceeds.

IV. The Minister and his spouse shall pay any encumbrance owing to any lender
from their share of the Net Sales Proceeds.

B. Upon any refinancing of the property under paragraph 4, the market value of the property
shall be the appraised value of the property used by the lender, unless either party to this
agreement invokes the appraisal method provided by Paragraph 3. C.i of this agreement, in which
case that method shall be used. The party invoking the alternate valuation method shall bear the
cost of any appraisals. The proceeds of the refinancing shall De distributed as follows:

i. PUC's Capital Ratio shall be applied to the fair market value of the property
as determined in Paragraph S.B.

11. The amount determined in sub-paragraph i. shall be paid to PUC, upon receipt
of which PUC will execute a reconveyance of its deed of trust on the property.

6. Further Assurances

The parties agree to execute such other and further documents as may be necessary or
convenient to accomplish the purpose of this agreement.

7. Governing Law and Principles ofInterpretation

This agreement shall be construed according to the laws of the State of California. Each
party has had the opportunity to consult with counsel prior to the execution of this agreement.
Accordingly, the interpretation of the agreement shall not depend nor in any way be influenced
by the party responsible for preparation of this document.
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8 Modification of Agreement

This agreement may be modified only by a written instrument executed by all of the
parties to this agreement. Any waiver of or forbearance from enforcement of any provision of
this agreement on anyone or more occasions shall not constitute a modification of this
agreement, nor shall it constitute an estoppel from requiring performance according to the strict
terms of this agreement.

9. Captions

The paragraph headings in this agreement are for ease of reference and they do not
constitute any of the substance of this agreement.

IN WITNESS WHEREOF the parties hereto have signed this agreement on the day, month and
year first written above.

Connie Ordway, President
Pacific Unitarian Church Board of Trustees

John Thompson Morehouse Kathleen Francis Morehouse
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SCHEDULE OF CAPITAL CONTRIBUTIONS

This Schedule of Capital Contributions is executed as of August 29,2005,
pursuant to the terms of the Equity Sharing Agreement ("Agreement") between the
parties, dated September 1, 2005.

As provided in said agreement, PTJe is making a contribution of $300,000 to the
purchase of the property, and shall have such rights with respect to the property as
provided in the Agreement.

John Morehouse and Francis Morehouse are making a contribution of
$568,558 to the purchase of the property, and shall have such rights with respect to
the property as provided in the Agreement.

The parties agree that the initial Capital Ratios as defined in the Agreement shall
be as follows:

PUC:
Morehouse:

34.5 %
65.5 %

The parties have signed this Schedule of Capital Contributions effective as of the
date first set forth above.

Connie Ordway, President
Pacific Unitarian Church Board of
Trustees

John Thompson Morehouse Kathleen Francis Morehouse------'


