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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

TEJON RANCH CO. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share amounts)

Revenues:
Real estate - commercial/industrial
Real estate - resort/residential
Farming
Total revenues
Costs and Expenses:
Real estate - commercial/industrial
Real estate - resort/residential
Farming
Corporate expenses
Total expenses
Operating income (loss)
Other Income (Expense)
Investment income
Interest expense
Other income
Total other income

Income (loss) from operations before equity in earnings (losses) of unconsolidated joint ventures
Equity in earnings (losses) of unconsolidated joint ventures, net

Income (loss) before income tax expense (benefit)

Income tax expense (benefit)

Net income (loss)

Net income (loss) attributable to non-controlling interest

Net income (loss) attributable to common stockholders

Net income (loss) per share attributable to common stockholders, basic

Net income (loss) per share attributable to common stockholders, diluted

See Notes to Unaudited Consolidated Financial Statements.

Three Months Ended Six Months Ended
June 30 June 30

2011 2010 2011 2010
$ 5,106 $ 4,071 $ 9,392 $ 7,644
128 4 15,878 50
638 188 3,248 657
5,872 4,263 28,518 8,351
3,107 2,827 6,186 5,487
929 1,136 1,877 2,127
847 718 3,190 1,491
2,796 2,085 5,598 4,122
7,679 6,766 16,851 13,227
(1,807)  (2,503) 11,667 (4,876)
314 221 610 462
— (70) — (70)
33 15 60 26
347 166 670 418
(1,460)  (2,337) 12,337 (4,458)
412 245 (30) 13
(1,048)  (2,092) 12,307 (4,445)
(392) (855) 4,268 (1,838)
(656)  (1,237) 8,039 (2,607)
(18) (88) (59) (125)
$ (638) $(1,149) $ 8098  $(2,482)
(0.03) $ (0.06) 041 $ (0.14)
(0.03) $ (0.06) 041 $ (0.14)
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TEJON RANCH CO. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands)

ASSETS
Current Assets:
Cash and cash equivalents
Marketable securities - available-for-sale
Accounts receivable
Inventories
Prepaid expenses and other current assets
Total current assets

Property and equipment - net

Investments in unconsolidated joint ventures
Long-term water assets

Long-term deferred tax assets

Other assets

TOTAL ASSETS

LIABILITIES AND EQUITY
Current Liabilities:
Trade accounts payable
Other accrued liabilities
Income taxes payable
Deferred income
Current portion of long-term debt
Total current liabilities
Long-term debt, less current portion
Long-term deferred gains
Other liabilities
Pension liability
Total liabilities

Commitments and contingencies
Equity:
Tejon Ranch Co. Stockholders’ Equity
Common stock
Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings
Total Tejon Ranch Co. Stockholders’ Equity
Non-controlling interest
Total equity
TOTAL LIABILITIES AND EQUITY

See Notes to Unaudited Consolidated Financial Statements.

June 30, 2011 December 31,
(unaudited) 2010

$ 19,747 $ 22,027
64,292 48,985
4,439 9,812
6,706 2,982
3,394 5,011
98,578 88,817
121,677 117,275
49,750 48,302
28,494 28,774
4,149 3,985
1,085 938

$ 303,733 $ 288,091
$ 2,463 $ 2,187
554 1,334

2,181 —
2,468 601

36 35

7,702 4,157

271 290
2,248 2,277
3,421 3,196
1,424 1,519
15,066 11,439
9,933 9,874
187,730 183,816
(2,188) (2,191)
53,313 45,215
248,788 236,714
39,879 39,938
288,667 276,652
$ 303,733 $ 288,091
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TEJON RANCH CO. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES
Net income (loss)

(In thousands)

Adjustments to reconcile net income (loss) to net cash provided by operating activies:

Depreciation and amortization

Equity in earning (losses) of unconsolidated joint ventures, net

Non-cash retirement plan expense
Amortization of stock compensation expense
Gains on sale of easements

Deferred income taxes

Non-cash straight line (income) loss

Excess tax benefit of stock based compensation

Distribution of earnings from unconsolidated joint ventures

Changes in operating assets and liabilities:
Receivables, inventories and other assets, net
Current liabilities, net
NET CASH PROVIDED BY OPERATING ACTIVITIES
INVESTING ACTIVITIES
Maturities and sales of marketable securities
Funds invested in marketable securities
Property and equipment expenditures
Investment in long-term water assets
Proceeds from sale of easements
Investment in unconsolidated joint ventures
Investment in pistachio processor
Other

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES

FINANCING ACTIVITIES

Borrowings of short-term debt

Repayments of short-term debt

Repayments of long-term debt

Proceeds from exercise of stock options

Taxes on vested stock grants

Net proceeds from rights offering

Excess tax benefit from stock-based compensation
NET CASH PROVIDED BY FINANCING ACTIVITIES

NET INCREASE(DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS AT END OF PERIOD

See Notes to Unaudited Consolidated Financial Statements.

Six Months Ended

June 30
2011 2010

$ 8,039 $ (2,607)
1,861 1,130
30 (13)

130 400
2,475 1,914

(15,750) —
(162) (328)
71 77
— (243)
— 1,440
3,691 537
3,167 (1,569)
3,552 738
3,875 10,348
(19,162) (7,001)
(5,760) (6,392)
— (118)

15,750 —
(1,389) (2,267)

(485) —
(140) (194)
(7,311) (5,624)
— 6,850
— (16,400)
(19) 17)
2,310 1,765
(812) (354)
— 59,799
— 243
1,479 51,886
(2,280) 47,000
22,027 683
$ 19,747  $ 47,683
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TEJON RANCH CO. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF EQUITY
(In thousands, except shares outstanding)

TEJON RANCH COMPANY STOCKHOLDERS’ EQUITY

Accumulated Total Tejon
Common Additional Other Ranch Co.’s
Stock Shares Common Paid-In Comprehensive Retained Stockholders
Outstanding Stock Capital Income (Loss) Earnings Equity Total
Balance at January 1, 2010 17,019,428 $8,509 $126,829 $  (2,151) $41,040 $ 174,227 $214,381
Net loss 4,175 4,175 3,959
Changes in unrealized losses on available-for-sale
securities, net of taxes of $1 ) ) 2
Benefit plan adjustment net of taxes of $206 (299) (299) (299)
SERP liability adjustment, net of taxes of $248 330 330 330
Equity in other comprehensive loss of
unconsolidated joint venture, net of taxes of
$39 (69) (69) (69)
Comprehensive income 3,919
Rights Offering, net expenses 2,608,735 1,306 58,454 59,760 59,760
Exercise of stock options and related tax benefit
of $204 78,894 39 1,960 1,999 1,999
Restricted stock issuance 56,131 28 (28) — —
Shares withheld for taxes (15,718) (€) (455) (463) (463)
Stock compensation (2,944) (2,944) (2,944)
Balance at December 31, 2010 19,747,470 9,874 183,816 (2,191) 45,215 236,714 276,652
Net income 8,098 8,098 8,039
Changes in unrealized gains on available-for-sale
securities, net of taxes of $114 174 174 174
Benefit plan adjustment net of taxes of $150 (224) (224) (224)
Equity in other comprehensive loss of
consolidated joint ventures,net of taxes of $36 53 53 53
Comprehensive income 8,042
Exercise of stock options with related tax benefit
of $619 199,165 100 4,976 5,076 5,076
Receivable of stock option proceeds from
employees (50) (2,716) (2,766) (2,766)
Restricted stock issuance 49,043 24 (24) — —
Shares withheld for taxes (28,998) (15) (797) (812) (812)
Stock compensation — — 2,475 2,475 2,475
Balance at June 30, 2011 19,966,680  $9,933 $187,730 $  (2,188) $53,313  $ 248,788 $288,667

See Notes to Unaudited Consolidated Financial Statements.
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TEJON RANCH CO. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2011

NOTE A — BASIS OF PRESENTATION

The summarized information of Tejon Ranch Co. and its subsidiaries, (collectively, the “Company™), furnished pursuant to the instructions to Part I of Form 10-Q
is unaudited and reflects all adjustments which are, in the opinion of the Company’s management, necessary for a fair statement of the results for the interim
period. All such adjustments are of a normal recurring nature.

The periods ending June 30, 2011 and 2010 include the consolidation of Centennial Founders, LLC’s statement of operations within the resort /residential
segment and statement of cash flows. The Company’s June 30, 2011 and December 31, 2010 balance sheets and statements of equity are presented on a
consolidated basis including the consolidation of Centennial Founders, LLC.

The Company has identified three reportable segments: commercial/industrial real estate development and services, or commercial/industrial real estate,
resort/residential real estate development, and farming. Information for the Company’s reported segments is presented in its consolidated statements of
operations. The Company’s reporting segments follow the same accounting policies used for the Company’s consolidated financial statements. Management
evaluates a segment’s performance based upon a number of factors including pretax results.

The results of the period reported herein are not indicative of the results to be expected for the full year due to the seasonal nature of the Company’s agricultural
activities and timing of real estate sales and leasing activities. Historically, the Company’s largest percentages of farming revenues are recognized during the third
and fourth quarters of the fiscal year.

There have been no significant events that have not been previously disclosed or disclosed in this Form 10-Q.

For further information and a summary of significant accounting policies, refer to the Consolidated Financial Statements and notes thereto included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2010.

NOTE B — NET INCOME (LOSS) PER SHARE

Basic net income or loss per share is based upon the weighted average number of shares of common stock outstanding during the period. Diluted net income per
share is based upon the weighted average number of shares of common stock outstanding and the weighted average number of shares outstanding assuming the
issuance of common stock upon exercise of stock options and vesting of stock grants per U.S. generally accepted accounting principles, or GAAP. GAAP also
states that a stock rights issue where the exercise price at issuance is less than the fair value of the stock, contains a bonus element and requires that basic and
diluted shares be adjusted retroactively for all periods presented in the financial statements. Based on this requirement, and as a result of the stock rights offering
conducted in 2010, the number of shares in the table below for June 30, 2010 has been recomputed to reflect the required adjustment factor.

5
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Three months ended Six months ended
June 30 June 30
2011 2010 2011 2010
Weighted average number of shares outstanding:

Common stock 19,840,116 17,925,205 19,806,034 17,763,277
Commons stock equivalents - stock options,

grants 64,628 459,899 48,495 477,630
Diluted shares outstanding 19,904,744 18,385,104 19,854,529 18,240,907

For the three months ended June 30, 2011 and for the three and six months ended June 30, 2010, diluted net loss per share is calculated based on the weighted
average number of shares of common stock outstanding and not diluted shares outstanding because of the antidilutive impact of common stock equivalents.

NOTE C — MARKETABLE SECURITIES

The Company classifies its securities as available-for-sale and therefore is required to adjust securities to fair value at each reporting date. All costs and both
realized and unrealized gains and losses on securities are determined on a specific identification basis.

The following is a summary of available-for-sale securities at June 30, 2011 and December 31, 2010:

(in thousands) 2011 2010
Estimated Estimated
Cost Fair Value Cost Fair Value

Marketable Securities:
Certificates of deposit

with unrecognized losses for less than 12 months $ 1,002 $ 999 $ 1,040 $ 1,034
with unrecognized losses for more than 12 months 100 100 — —
with unrecognized gains 5,642 5,692 4,338 4,392
Total Certificates of deposit 6,744 6,791 5,378 5,426
US Treasury and agency notes
with unrecognized losses for less than 12 months 1,593 1,591 12,500 12,441
with unrecognized losses for more than 12 months 126 126 124 124
with unrecognized gains 24,351 24,556 7,211 7,342
Total US Treasury and agency notes 26,070 26,273 19,835 19,907
Corporate notes
with unrecognized losses for less than 12 months 1,759 1,746 5,135 5,077
with unrecognized gains 21,312 21,808 12,526 12,952
Total Corporate notes 23,071 23,554 17,661 18,029
Municipal notes
with unrecognized losses for less than 12 months 2,439 2,419 2,588 2,543
with unrecognized gains 5,195 5,255 3,038 3,080
Total Municipal notes 7,634 7,674 5,626 5,623

$63,519 $64,292 $48,500 $48,985




Table of Contents

We evaluate our securities for other-than-temporary impairment based on the specific facts and circumstances surrounding each security valued below its cost.
Factors considered include the length of time the securities have been valued below cost, the financial condition of the issuer, industry reports related to the issuer,
the severity of any decline, our intention not to sell the security, and our assessment as to whether it is not more likely than not that we will be required to sell the
security before a recovery of its amortized cost basis. We then segregate the loss between the amounts representing a decrease in cash flows expected to be
collected, or the credit loss, which is recognized through earnings, and the balance of the loss which is recognized through other comprehensive income.

At June 30, 2011, the fair market value of investment securities exceeded the cost basis by $773,000. The cost basis includes any other-than-temporary
impairments that have been recorded for the securities. None have been recorded at June 30, 2011. In the future based on changes in the economy, credit markets,
financial condition of issuers, or market interest rates, this could change.

As of June 30, 2011, the adjustment to accumulated other comprehensive income (loss) in consolidated equity for the temporary change in the value of securities
reflects an increase in the market value of available-for-sale securities of $288,000, which includes estimated taxes of $114,000.

As of June 30, 2011, the Company’s gross unrealized holding gains equal $812,000 and gross unrealized holding losses equal $39,000. On June 30, 2011, the
average maturity of certificates of deposits was 2.11 years, the average maturity of U.S. Treasury and agency securities was 2.61 years, the average maturity of
corporate notes was 2.51 years and the average maturity of municipal notes was 2.86 years. Currently, the Company has no securities with a remaining term to
maturity of greater than five years.

The following tables summarize the maturities, at par, of marketable securities by year:

(in thousands)

At June 30, 2011 2011 2012 2013 2014 2015 Total

Certificates of deposit $2,234 $ 1,536 $ 1,168 $ 682 $ 945 $ 6,565
U.S. Treasury and agency notes 3,377 4,734 10,785 4,916 2,221 26,033
Corporate notes 1,962 3,450 9,348 4,884 2,699 22,343
Municipal notes 565 910 2,505 3,120 290 7,390

$8,138  $10,630  $23,806  $13,602  $6,155  $62,331

(in thousands)

At December 31, 2010 2011 2012 2013 2014 2015 Total

Certificates of deposit $2,234 $ 1,547 $ 1,168 $ 286 $ — $ 5,235
U.S. Treasury and agency notes 3,516 4,734 8,535 1,969 980 19,734
Corporate notes 3,203 3,200 7,348 2,804 600 17,155
Municipal notes 930 910 1,750 1,840 — 5,430

$9,883  $10,391  $18,801  $6,899  $1,580  $47,554
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All of our securities are valued using level one indicators. Level one indicators are quoted market prices for the same or equivalent securities. The Company’s
investments in corporate notes are with companies that have an investment grade rating from Standard & Poor’s.

NOTE D — COMMITMENTS AND CONTINGENCIES

A total of 5,488 acres of the Company’s land is subject to water contracts requiring minimum future annual payments for as long as the Company owns such land.
The estimated minimum payments for 2011 are estimated to be $2,000,000 before any potential credits are received, whether or not water is available or is used.

The Tejon Ranch Public Facilities Financing Authority, or TRPFFA, is a joint powers authority formed by Kern County and the Tejon-Castac Water District, or
TCWD, to finance public infrastructure within the Company’s Kern County developments. TRPFFA has created two Community Facilities Districts, or CFDs, the
West CFD and the East CFD. The West CFD has placed liens on 1,728 acres of the Company’s land to secure payment of special taxes related to $30,000,000 of
bond debt sold by TRPFFA for Tejon Ranch Commerce Center, or TRCC,-West. The East CFD has placed liens on 1,931 acres of the Company’s land to secure
payments of special taxes related to $12,670,000 of bond debt sold by TRPFFA for TRCC-East. At TRCC-West, the West CFD has no additional bond debt
approved for issuance. At TRCC-East, the East CFD has approximately $107,000,000 of additional bond debt authorized by TRPFFA that can be sold in the
future.

In connection with the sale of bonds there is a standby letter of credit for $4,584,000 related to the issuance of West CFD bonds and a standby letter of credit for
$2,189,000 related to the issuance of East CFD bonds. The standby letters of credit are in place to provide additional credit enhancement and cover approximately
two years worth of interest on the outstanding bonds. These letters of credit will not be drawn upon unless the Company, as the largest land owner in each CFD,
fails to make its property tax payments. The Company believes that the letters of credit will never be drawn upon. These letters of credit are for two-year periods
of time and will be renewed in two-year intervals as necessary. The annual cost related to the letters of credit is approximately $100,000.

The Company is obligated, as a landowner in each CFD, to pay its share of the special taxes assessed each year. The secured lands include both the TRCC-West
and TRCC-East developments. Proceeds from the sale of West CFD bonds went to reimburse the Company for public infrastructure related to the TRCC West
development. At this time there are no additional reimbursement funds remaining from the West CFD bonds or East CFD bonds for reimbursement of cost.
During 2010, the Company paid approximately $1,061,000 in special taxes. As development continues to occur at TRCC, new owners of land and new lease
tenants, through triple net leases, will bear an increasing portion of the assessed special tax. As this happens, the Company’s obligation is correspondingly
reduced. This amount could change in the future based on the amount of bonds outstanding and the amount of taxes paid by others. As development and land and
building values increase around TRCC-West, the Company may be able to have up to approximately 1,400 acres released from the West CFD lien.

Tejon Mountain Village

On October 5, 2009, the Kern County Board of Supervisors granted entitlement approval for Tejon Mountain Village, or TMV. On November 10, 2009, a group
consisting of the Center for Biological Diversity, or CBD, Wishtoyo Foundation, Tri-County Watchdogs and the Center on Race, Poverty and the Environment
filed an action in the Kern County Superior Court under the California Environmental Quality Act, or CEQA, against Kern County and the Kern County Board of
Supervisors, or collectively, the County, concerning the County’s granting of
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approval for TMYV, including the certification of the Environmental Impact Report, or EIR, approval of associated General Plan amendments, adoption of
associated Zoning Maps, adoption of Special Plan No. 1, Map 256, exclusion from Agricultural Preserves Nos. 4 and 19, and approval of Vesting Tentative Tract
Maps 6720 and 6717, among other associated approvals. TMV was named as the real party in interest in the action.

The action alleged that the County failed to properly follow the procedures and requirements of CEQA including failure to identify, analyze and mitigate impacts
to air quality, biological resources, hydrology and water quality, traffic, cultural resources, hazards, and failure to adequately describe the project and the
environmental setting. The action also alleged that the County violated the Planning and Zoning Law and the Kern County General Plan.

On November 5, 2010, Kern County Superior Court Judge Kenneth Twisselman ruled in favor of the County, the Company, and its development partner DMB
Associates, Inc., when he found that the County had properly analyzed and evaluated the environmental effects of TMV. In his ruling, Judge Twisselman rejected
claims made by the above listed plaintiffs. On February 8, 2011, CBD appealed the Court’s decision. On June 17, 2011, CBD filed its appeal documents for the
court’s review. Our response to the plaintiffs’ documents is anticipated to be filed during August 2011. A hearing date will not be set until the Court has had the
opportunity to review the briefs. It is anticipated that the hearing date will be in early 2012.

On November 10, 2009, an additional suit was filed in Federal Court by an alleged representative of the Kawaiisu Tribe alleging that the Company does not hold
legal title to the land within the TMV development that it seeks to develop. The grounds for the federal lawsuit were the subject of a United States Supreme Court
decision in 1924 where the United States Supreme Court found in favor of the Company. On January 24, 2011, the Company received a ruling by Judge Wanger,
of the Federal, District Court, Eastern District of California, which dismissed all claims against the Company, TMV, the County and the federal defendants.
However, the Judge did grant a limited right by the plaintiff to amend certain causes of action in the complaint. During April 2011, the plaintiff amended his
complaint and refiled a suit against the Company, alleging similar items as in the original suit. A hearing date has been preliminarily scheduled for August 29,
2011.

The company is continuing to vigorously defend its postion in these lawsuits and at this time, based on information available, the Company is not accruing any
costs related to the possibility of a loss in connection with the above lawsuits.

Burrows Lawsuit

On February 10, 2010, an individual and a related limited liability company (collectively “Burrows”) filed a lawsuit in Los Angeles County regarding the
allocation of certain water, land and entitlement processing rights as between Burrows, Tejon and Tejon’s partners for the Centennial project in Los Angeles
County. The lawsuit was filed against the Company and Centennial Founders, LLC. The lawsuit arises from and relates to a 2006 settlement agreement between
Burrows and the Company involving a land swap, water rights and entitlement processing requirements relating to Centennial Founders, LL.C and certain
properties owned by Burrows in the immediate vicinity of the Centennial Founders, LLC site. This lawsuit was settled during June 2011. The monetary value of
the settlement was immaterial to the financial operations of the Company.

National Cement

The Company leases land to National Cement Company of California Inc., or National, for the purpose of manufacturing Portland cement from limestone
deposits on the leased acreage. The California Regional Water Quality Control Board, or RWQCB, for the Lahontan Region issued several orders in the late
1990s with respect to environmental conditions on the property currently leased to National:

(1)  Groundwater plume of chlorinated hydrocarbon compounds. This order directs the Company’s former tenant Lafarge Corporation, or Lafarge, the
current tenant National, and the Company to, among other things, clean up groundwater contamination on the leased property. In 2003, Lafarge and
National installed a groundwater pump-and-treat system to clean up the groundwater. The Company is advised that Lafarge and National continue to
operate the cleanup system and will continue to do so over the near-term.

9
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(2) Cement kiln dust. National and Lafarge have consolidated, closed and capped cement kiln dust piles located on land leased from the Company. An
order of the RWQCB directs National, Lafarge and the Company to maintain and monitor the effectiveness of the cap. Maintenance of the cap and
groundwater monitoring remain as on-going activities.

(3) Former industrial waste landfills. This order requires Lafarge, National and the Company to complete the cleanup of groundwater associated with
the former industrial waste landfills. The Company is advised that the cleanup is complete. Lafarge continues to monitor the groundwater.

(4) Diesel fuel. An order of the RWQCB directs Lafarge, National and the Company to clean up contamination from a diesel fuel tank and pipeline. The
Company is advised that Lafarge and National have substantially completed the groundwater cleanup and that groundwater monitoring remains an
on-going activity.

To date, the Company is not aware of any failure by Lafarge or National to comply with the orders or informal requests of the RWQCB. Under current and prior
leases, National and Lafarge are obligated to indemnify the Company for costs and liabilities arising directly or indirectly out of their use of the leased premises.
The Company believes that all of the matters described above are included within the scope of the National or Lafarge indemnity obligations and that Lafarge and
National have sufficient resources to perform any reasonably likely obligations relating to these matters. If they do not and the Company is required to perform
the work at its own cost, it is unlikely that the amount of any such expenditure by the Company would be material.

Antelope Valley Groundwater Cases

On November 29, 2004, a complaint was filed asking for the Antelope Valley groundwater basin to be adjudicated by the Los Angeles County Superior Court.
This complaint sought to have the water rights of all parties overlying the basin, including the Company’s land, be fixed based on various principles of water law
and on negotiations among the principal parties or groups of water users. The case is currently in the third phase of a multi-phase trial. Therefore, it is too early to
ascertain what effect, if any, this case may have on the Centennial project or the Company’s remaining lands in the Antelope Valley. Because the water supply
plan for the Centennial project includes several sources of water in addition to groundwater underlying the Company’s lands, and because the creation of an
efficient market for local water rights is frequently an outcome of adjudication proceedings, we anticipate that sufficient water to supply the Company’s needs
will continue to be available for its use regardless of the outcome of this case.

State Water Resources Control Board Lawsuit

On May 12, 2010, the California Attorney General, on behalf of the State Water Resources Control Board, filed a complaint in the Alameda County Superior
Court for civil penalties and a permanent injunction against a number of TravelCenters of America LL.C, or TA, facilities in the Central Valley of California. The
travel centers in the Petro Travel Plaza Holdings LLC, or TA/Petro, were also included in the complaint. The lawsuit claims violations of various paper reporting,
operating and UST monitoring prevention laws. In addition to the TA/Petro entity and its respective member entities, the lawsuit also names the Company and
Tejon Industrial Corporation as defendants. The Company has tendered defense of the lawsuit to TA, under the “defend and indemnify” clause in the TA/Petro
operating agreement, and has also secured the services of an outside law firm to work with TA’s outside counsel under a joint defense agreement. Counsel for TA
and the Company have worked with the California Attorney General to change the venue of the lawsuit to Merced County, and are also working together
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to attempt to dismiss the Company and Tejon Industrial Corporation, as well as other TA entities, from the lawsuit. A demurrer filed by counsel for TA and the
Company was granted, and the California Attorney General has filed an amended complaint to which joint counsel are preparing to respond. Given the
preliminary nature of this lawsuit, the Company has an insufficient basis to address the merits or potential outcomes of the lawsuit. The monetary value of a
potential adverse outcome on the claim likewise cannot be estimated at this time.

Kern County Water Bank Lawsuits

On June 3, 2010, Central Delta and South Delta Water Agencies and several environmental groups, including CBD, filed a complaint in the Sacramento County
Superior Court against the California Department of Water Resources (DWR), Kern County Water Agency and a number of “real parties in interest,” including
the Company and TCWD. The lawsuit challenges certain amendments to the State Water Project contracts that were originally approved in 1995, known as the
“Monterey Amendments.” The original EIR for the Monterey Amendments was determined to be insufficient in a lawsuit, and the current lawsuit challenges the
remedial EIR that DWR prepared as a result of the original lawsuit. Among other legal allegations, the current lawsuit challenges the transfer of the Kern Water
Bank, or KWB, from 